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March 23, 2020 • Canadian Sailings • 7

SEAWAY OPENING
Seaway delaying full opening to april 1 because of high 
Great Lakes water levels 
BY ALEX BINKLEY

The delay in opening the St. Lawrence Seaway system this 
spring because of high water levels in the Great Lakes has 
generated understandable frustration among shipping 
lines and their customers. It also presents an opportunity 
for the waterway to test whether all its upgrades and mod-
ifications in recent years have given it the ability to handle 
a surge in ship traffic that could well happen when it opens. 
Given a mild winter and Great Lakes ice coverage below 
10 per cent in late February, the industry was hoping for a 
March 20 opening. While the Welland Canal will begin op-
erations March 24, opening of the Montreal-Lake Ontario 
section has been postponed to April 1. Last year the 
Welland Canal opened March 22 and the MLO section 
March 26. 

St. Lawrence Seaway Management Corp. (SLSMC) and its 
U.S. counterpart have been under considerable public and 
probably political pressure to co-operate with efforts to 
drastically lower Great Lakes water levels from their dam-
aging 2019 levels. There were calls to postpone Seaway 
operations this year until even later in the season at lower 
water levels so they didn’t threaten shoreline properties. 
SLSMC said delaying the opening of the MLO to April 1 
will enable the maximum amount of water to be removed 

from the Great Lakes. After that “there are no appreciable 
benefits to increasing outflows by delaying the Seaway 
opening.” 

While the delay was a difficult decision, “we maintain that 
it is the reasonable thing to do under the current circum-
stances,” SLSMC said. “Some will be of the view that 
twelve lost days of utilization of the St. Lawrence Seaway, 
the most environmentally sustainable mode of transporta-
tion to the heartland of North America, is twelve days too 
many.” In addition, delaying the Seaway opening even 
longer would have had considerable economic conse-
quences in terms of lost revenues and possible job losses. 
SLSMC pointed out that “The opening of the Welland 
Canal in advance of the MLO section will benefit shippers 
and carriers eager to start moving cargo as soon as possi-
ble this spring.” 

Bruce Hodgson, SLSMC’s Director of Market Develop-
ment, said the Seaway is well aware of the frustration 
among its customers. “There will be an outreach closer to 
the opening when we can get a feeling of what’s coming.” 
That will enable planning to handle as many ships as pos-
sible. “Our challenge will not be a capacity one but a flu-
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idity one,” he said. That involves balancing water outflow 
and navigation conditions. 

Pierre Morin, SLSMC’s Manager of Government and Com-
munity Relations, said, “We’ve been moving all we can, 
but we can’t flood out Lac St. Louis or the Port of Mon-
treal.” The high-water levels combined with strong winds 
create huge waves which create problems for ships and 
anything along the shore. This winter’s snow pack in the 
Great Lakes region is much less than in recent winters and 
that should help bring the lake levels down in time, he 
said. In the past hundred years, water levels have risen and 
fallen gradually, but now the rate of change happens more 
quickly. 

Bruce Burrows, President of the Chamber of Marine Com-
merce, said the delay is disappointing because as many as 
100 ships could have transited during the twelve days of 
March. “Some cargoes will be lost. Grain exports are ready 
to go and our food production, steel and manufacturing 
customers urgently need raw materials as their winter in-
ventories are running out. They cannot afford any further 
delays that could affect factory operations. Given the cur-
rent disruption impacting Canada’s national railways, we 
certainly do not need delays of transportation of critical 
supplies and products on the Great Lakes-St. Lawrence 
Seaway transportation and trade corridor.” 

Mike Broad, President of the Shipping Federation of 

Canada, said the delayed opening “will obviously have an 
effect on some cargoes and force some exporters to stock-
pile their shipments. The shipping industry has been work-
ing hard to mitigate the risk of flooding on the Seaway and 
Great Lakes,” he said. “We would always want the Seaway 
to open earlier.” 

Allister Paterson, Executive Vice-President and Chief Com-
mercial Officer of Canada Steamship Lines, said, “Dealing 
with the high waters and flooding concerns on Lake On-
tario will make the season especially challenging. Since last 
year, we’ve been working with a variety of stakeholders to 
find ways to navigate without causing harm in the affected 
areas. For instance, we’ve been navigating at reduced 
speeds through the Moses-Saunders outflow area because 
of strong currents, and have voluntarily slowed down on 
the Lake to reduce wake. We fully expect to be putting in 
place the same measures this year. In addition, however, 
this year the season will begin later than usual to allow for 
even stronger outflows. This means our season will be con-
densed by a week and we might not be able to move all 
of the requested customer cargo.” 

The Canadian and American Seaway operators worked 
with the International Lake Ontario St. Lawrence River 
Board all last season “to grant shoreline communities the 
greatest possible relief from high water levels,” said Ter-
ence Bowles, SLSMC President and CEO. The Board “set 
water flows at 10,400 cubic meters, which is sufficient to 
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fill four Olympic sized swimming 
pools per second, for a record setting 
length of time.” Through this period 
of turbulent water conditions, the 
Seaway “was able to safely sustain 
navigation thanks to the implementa-
tion of special mitigation measures, 

including the imposition of reduced 
speed limits and the implementation 
of one-way navigation in certain por-
tions of the river. 

Nicole Trépanier, spokeswoman for 
Federal Navigation, said, “We have 
had to adjust our loading schedule in 

foreign ports to eliminate the possi-
bility of arriving at St. Lambert ahead 
of April 1, otherwise all the waiting 
time for the Lakes to open would be 
for our account. We do have a few ur-
gent cargoes for our clients within the 
Great Lakes system that has forced 
them to look into either railing or 
trucking some cargo from U.S. East 
Coast or St. Lawrence River ports. “As 
such we are working with our clients 
to delay their shipping dates, and are 
slow-steaming for the voyages that 
our clients cannot change the ship-
ping dates, so that we can save on 
fuel and avoid waiting time here in 
the river. “With the late opening, we 
can definitely expect potential pi-
lotage shortages, as I am quite sure 
that there will be several ships waiting 
to get in on April 1st.” 

Burrows is trying to convince govern-
ments and waterfront property owner 
groups to participate in discussions 
on coping with high water levels. 
What’s needed is “a much broader, 
holistic resiliency plan that looks at 
every avenue including flood zoning, 
shoreline resiliency and infrastructure 
investments for residents and busi-
ness owners. 

“The marine shipping industry is 
working with officials across both 
sides of the border, as well as scien-
tific experts here in Canada to study 
what improvements can be made 
that could lead to navigation during 
increased outflow periods when 
water is high on Lake Ontario.” 
SLSMC said that even when the Sea-
way is fully open, there will be high 
outflows of water from the Great 
Lakes and it is taking measures to re-
duce the risk to ships navigating 
them. “We have retained the services 
of a risk management expert to assist 
in developing strategies to maintain 
safe navigation under high Lake On-
tario outflows. We are confident that 
both short- and long-term solutions 
to commercial navigation challenges 
exist that will enable us to maintain 



March 23, 2020 • Canadian Sailings • 11

SEAWAY OPENING
our resiliency and predictability for 
many years to come.” 

One promising possibility is frequent 
adjustments to the water flows to 
maintain a steady current to create a 
more predictable environment to 
navigate, “even when flows are 
higher than what was thought possi-
ble,” SLSMC said. “With this princi-
ple in mind, the potential exists to 
move more water downstream while, 
at the same time, safely sustaining 
commercial navigation.” 

As well, SLSMC will provide more in-
formation to ships about water cur-
rents at precise points in the 
waterway, which may assist captains 
to navigate at higher flows. “Through 
innovation and investment, commer-
cial navigation is now more reliable 
and predictable than ever,” SLSMC 

said. “We are continuing to pursue 
creative solutions to sustain commer-
cial navigation as outflows from Lake 
Ontario outflows are maximized.” 

In all likelihood, the low ice coverage 

on the Lakes will mean few, if any, 
complaints about the Canadian and 
American Coast Guard icebreaking 
services and the antiquated state of 
their ships. 
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Great Lakes cruising quietly gaining momentum –  
will covid-19 spoil upcoming season? 
BY ALEX BINKLEY

While it doesn’t yet attract the attention that ocean tours on 
massive floating hotels do, cruising on the Great Lakes has 
been gaining popularity during the last two decades, and 
could become even more fashionable during the next few 
years as other companies send ships. 

The Great Lakes cruising season runs for about 155 days 
from May to October with the final voyages timed to catch 
the changing colours of the leaves around the Great Lakes 
and through the St. Lawrence River, says Stephen Burnett of 
Kingston, Executive Director of the Great Lakes Cruising 
Coalition. “Last year, eight tour ships sailed through the St. 
Lawrence Seaway to visit various ports and tour sites around 
the Great Lakes,” he said. “That amounts to about 14,500 
passengers and if you count all their stops in different com-
munities, it amounts to about 1 million visits.” 

The attraction of the Great Lakes is that “it’s the last un-
crowded region for cruising in the world,” Burnett said. “The 
Great Lakes really are inland oceans and there is so much to 
learn about their geography plus that of the states and 
provinces that border them and the St. Lawrence River.” 

A selling point of the cruises is that the ships carry up to a 
few hundred passengers rather than the thousands on the 
ocean vessels and that makes the week to 10 days onboard 
a lot more personal holiday, he said. “Because the ships are 
smaller, a traveller soon gets to know a lot of the fellow pas-

sengers and the crew.” 

The smaller size vessels may save the industry during the up-
coming season in the aftermath of Covid-19 outbreaks which 
have caused governments to impose restrictions on the 
cruise industry. Canada’s Chief Public Health Officer has is-
sued a formal health advisory, recommending that Canadi-
ans avoid going on cruise ships at this time. Meanwhile, 
Transport Minister Marc Garneau announced the implemen-
tation of new measures pertaining to cruise ships in Canadian 
waters, prohibiting entry of cruise ships capable of carrying 
more than 500 passengers and crew members into Canadian 
waters until July 1 at the earliest. With cruise ships catering 
to Great Lakes travel typically having a capacity of fewer than 
500 persons, these vessels are exempted. However, legalities 
aside, will customers want to travel while Covid-19 still rages? 

Among the cruise lines are Victory cruise Lines, Pearl Sea 
Cruises and Ponant Cruises, and debuting this year will be 
Viking Expeditions’ Hanseatic Inspiration. She is to arrive in 
Toronto on June 3 on its inaugural 14-day trip on all five lakes 
plus Georgian Bay. 

CEO Geoffrey Wilson of PortsToronto said his city’s “Cruise 
Ship Terminal welcomes thousands of passengers to Toronto 
each year. Last season marked the Port of Toronto’s busiest 
yet as the number of cruise ships visiting our city more than 
doubled in 2019, with 36 ships calling at the Port of Toronto 



March 23, 2020 • Canadian Sailings • 13

SEAWAY OPENING
Many other cruise lines that have vessels that can fit in the 
Seaway are looking at Great Lakes cruises as an option for 
their ships. 

The size of Superior makes it a challenge for older cruise 
ships, which lack the speed to traverse the Lake to reach a 
new port each day. It is estimated that there are some thirty 
Seaway-sized cruise ships that are on the drafting board or 
in the planning stage around the world. After they finish their 
Great Lakes voyages, the cruise ships head for the sun, Bur-
nett said, offering cruises off Florida, in the Caribbean or in 
Asia. 

in the summer and fall, bringing approximately 12,000 visi-
tors to Toronto. It is no secret that the Great Lakes cruise ship 
industry is growing, and its impact on Toronto’s tourism sec-
tor is undeniable. Thousands of cruise ship passengers arrive 
in our city through the Port of Toronto Cruise Ship Terminal 
each year, often staying for several days to visit the city’s 
restaurants, shops, and countless events and attractions. We 
are thrilled to see the number of cruise lines visiting Toronto 
increase and are looking forward to what 2020 will bring. 
One of Canada’s largest inland ports, the Port of Toronto, 
which expects 22 cruise ships to call during the 2020 season, 
offers a unique and popular urban experience for travellers 
making their way through the Great Lakes.” 

Among the Great Lakes cruise ships are the 202-passenger 
Victory I and Victory II. Their itineraries include trips between 
Chicago and Niagara Falls on board Victory II. As well, there 
are Victory Cruise Lines’ “Splendor of the Great Lakes” 
cruises between Chicago and Toronto and the “Canadian 
Crown Jewels” between Montreal and Boston. Also new for 
2020 will be voyages between Chicago and Montreal, Niag-
ara Falls and Boston, Halifax and Buffalo and Portland and 
Niagara Falls. 

Victory says its cruises explore “the majesty and beauty of 
the North American coastline, while continuing to provide 
guests with an upscale cruising experience featuring atten-
tive service, masterful regional cuisine and thoughtfully de-
signed educational enrichment and lectures.” Each trip 
includes optional shore excursions and pre-voyage and post-
voyage stays in cities such as Chicago and Niagara Falls. 
Cities where cruises begin or end are trying to build up their 
local tourism offerings to convince travellers to spend some 
time there. 

Another popular set of Great Lakes voyages are the 11 night 
Great Lakes and Georgian Bay tours and 7 night Great Lakes 
cruises between Toronto and Milwaukee offered by Pearl Sea 
Cruises on its 210 passenger vessel Pearl Mist. Intermediate 
stops include Niagara Falls, Windsor and Parry Sound. The 
trips include all the amenities and features expected of 
ocean cruises. 

Viking Cruises offers trips between Thunder Bay to Milwau-
kee and Toronto and Milwaukee as well as voyage from New 
York to Toronto. In 2022, Viking plans to introduce its yet-to-
be constructed Viking Octantis to Thunder Bay. The ship will 
call at Little Current, Killarney, the Soo Locks, Sault Ste Marie 
and Parry Sound on its first voyage to Thunder Bay. The ship 
will operate from the city’s cruise ship dock Pool 6. In time, 
she will be joined by Viking Polaris. 

Thus far the lower lakes have attracted more attention, but 
Lake Superior is gaining attention. The cruise ships will en-
able passengers to explore the many wonders of the Lakes. 
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Thunder Bay and Valleyfield beefing up their project  
and breakbulk capacity 
BY ALEX BINKLEY

The ports of Thunder Bay and Valleyfield could be seen as 
the proverbial bookends of the Seaway-Great Lakes sys-
tem, and they are both beefing up their facilities for han-
dling breakbulk and project cargoes. Other ports on the 
Great Lakes, including Hamilton-Oshawa and Johnstown, 
are following similar paths to serve specialized industrial 
customers and growing wind farms. 

Located 70 kilometres west of Montreal and close to the 
St Lawrence River and the Ontario border, Valleyfield han-
dled about 500,000 tonnes of breakbulk cargo last year, 
says Jean-Philippe Paquin, the Port’s General Manager. He 
says the breakbulk and project business is growing be-
cause road congestion in and out of the port of Montreal 
makes it far more difficult to move large shipments by truck 
to and from there compared to his facility, which is located 
close to major Quebec and Ontario highways and roads 

to the United States and is served by the CN and CP, he 
said. The Port is expanding its breakbulk facilities under a 
$36 million project. “We’re trying to make it clear to every-
one that we are part of the Seaway.” 

Thunder Bay is in the final stages of reconfiguring its gen-
eral and project cargo terminal with the commissioning of 
a new 50,000-square-foot heated facility during the first 
half of 2020, says Chris Heikkinen, the Port’s Communica-
tions and Research coordinator. The terminal is a supply 
chain hub for dimensional cargo destined for Western 
Canada and it handles wind turbines, mining equipment, 
structural steel and electrical infrastructure. 

The Port launched the $15 million dollar project in 2018 to 
meet a growing demand for cargo staging, storage space 
and increased rail capacity. The work includes 2,800 feet 
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of upgraded rail track and a net in-
crease of 18 railcar spots to improve 
cargo handling efficiency. As well, six 
acres of new cargo laydown space 
has been constructed beside the 
tracks along with a new warehouse fa-
cility for staging, fabrication and light 
manufacturing. It replaces an aged 
on-dock storage shed that will be re-
moved to improve cargo flow and 
terminal safety. There is storage ca-
pacity both indoors and outdoors for 
project and general cargo headed to 
Western Canada. Among the items it 
received late last year for forwarding 
in the coming months are a heavy-lift 
transformer and 40 mobile buildings. 

In Hamilton, work continued on the 
$40 million Westport redevelopment 
project, with new dock walls, rail con-
nections, and warehousing capacity 
under construction. Hamilton Oshawa 
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Port Authority also announced a $16 
million redevelopment of the Pier 10 
area into a food cluster, with new in-
frastructure to support grain han-
dling, flour milling and sugar refining. 

The Valleyfield terminal is used to 
transship cargoes to Nunavut as well 
as Great Lakes destinations, Paquin 
said. Its facilities include three sepa-
rate berths for dry bulk, a Ro/Ro (Roll-
on/Roll-off) ramp, 77,500 square 
metres of paved laydown area for 
handling bulk merchandise and seven 
warehouses offering a total of 18,361 
square metres of storage space. Last 
year Spliethoff’s Heavy Lift operation 
delivered 300-tonne refinery compo-
nents to the Port. Valleyfield is pro-
moting its breakbulk and project 
facilities with Great Lakes ports as a 
destination for shipments to be for-
warded beyond the Seaway, Paquin 
said.  

The port of Johnstown received 
27,522 tonnes of breakbulk cargo last 
year, most of it for the Nation Rise 
Wind Energy Project in Eastern On-
tario. That was about five times the 
amount of breakbulk the port han-
dled in 2018. With municipal, provin-

cial and federal financial support, the 
port expanded its cargo docks and 
developed laydown areas. The proj-
ect also included the construction of 
a bypass road for the purpose of 
transporting big cargoes that could 
not fit under the International Bridge 
due to height restrictions. “The com-

bination of these investments, the 
partnerships developed with Cham-
ber of Marine Commerce, the Mo-
hawk Council of Akwesasne and 
Logistec Stevedoring resulted in both 
the winning bid and the successful 
completion of the unloading of the 
vessels,” the port says. 
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B.c. project cargo corridor announcement falls  
short of expectations 
BY KEITH NORBURY

The B.C. government’s announcement in January of new 
project cargo corridor permits falls well short of what rep-
resentatives of Port of Vancouver and the B.C. Trucking 
Association (BCTA) have been awaiting for several years. 
Both Dave Earle, BCTA president, and Doug Mills, a senior 
account representative with Vancouver Fraser Port Author-
ity, expressed some satisfaction with the narrow scope of 
the announcement. “But,” as Mr. Mills put it, “there are 
several more steps that are absolutely required before I 
would be out there making any announcements myself.” 

The January announcement was for project cargo corridor 
permits for commercial vehicles travelling between two 
Greater Vancouver terminals — Fraser Surrey Docks and 
Lynnterm East Gate — and where highway 16 crosses the 
Alberta border. Trucks using routes from those two termi-
nals “are no longer required to complete the traditional 
extraordinary-load approval process,” said a news release 
from the B.C. Ministry of Transportation and Infrastructure. 
The new permits apply to commercial vehicles of eight to 
13 axles that have a gross combined weight of up to 
125,000 kilograms, overall height of up to 4.88 metres, 
overall width of up to five metres, and overall length of up 
to 50 metres. 

That in itself is something Mr. Earle said the BCTA is happy 
about “because any time we see government taking steps 
to streamline any administrative process, it’s a welcome 
improvement and a welcome change. This has been a 
long time in the works and a lot of people have spent a 
lot of time on it.” 

INCOMPLETE CORRIDOR 

Mr. Mills had a similar reaction: “We’re actually happy with 
what the proposed process was, but this is not the entire 
process. They’re announcing an open corridor that hasn’t 
been fully completed yet.” One problem is the corridor 
only applies to cargoes moving to and from those two ter-
minals. “If it’s coming from anywhere but the port or going 
to anywhere but to the highway route that has been des-
ignated, it falls outside of those parameters,” Mr. Mills 
said. 

Mr. Earle noted, for example, that a load that otherwise 
meets the size requirements for pre-approval but that orig-
inates from another port, such as Everett, Wash., cannot 
qualify for the streamlined permit. “I can’t access the proj-

ect cargo parameters, I have to go through the entire 
process,” Earle said. 

As the Ministry noted in its announcement, “Other loads 
of this size require an extraordinary-load approval, which 
can take up to 12 business days.” Mr. Earle said he has 
told Ministry officials that such restrictions don’t make any 
sense. 

“To me you streamlined it, but you streamlined it for a 
very, very specific component of the moves that are 
done,” Mr. Earle said. “There are lots of other moves that 
use that corridor that would fit within the envelope that 
don’t start and don’t end on that corridor.” 

The Ministry responded by stating that “Extraordinary 
loads are routinely approved to move all over the 
province. The Project Cargo Corridors are unique in that 
they offer larger pre-approvals for weight than many other 
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routes. The chosen corridor is the one 
that was requested by the trucking 
association and the ports. Having 
said that, we are monitoring use of 
the new corridors to see if there 
would be value in opening up similar 
pre-approvals on other routes in the 
future. Except for the portions of the 
corridors that are under municipal ju-
risdiction, carriers are also able to 
take advantage of only part of the 
pre-approved corridor under a one 
year trial allowing use of partial routes 
approved for extraordinary load 
travel.” 

Even the streamlined permits are 
nevertheless complex. Routes from 
the terminals to the Trans-Canada 
Highway vary depending on load 
height and axle configurations. How-
ever, once on Highway 1, the route 
proceeds to highways 3, 5 and ulti-
mately 16 before reaching Alberta. 
“This is not what we were expecting,” 
Mr. Mills said of the province’s recent 
announcement. “This is a part of 
what we were expecting. But there 
are still significant milestones that we 
had scoped into the project that we 
haven’t met yet. And my concern is 

for users of the transportation supply 
chain to have confidence in being 
able to utilize it.”  

SIGNIFICANT FRUSTRATIONS 

In a Dec. 6 letter to deputy minister 
Grant Main, Mr. Earle pointed out 
several other “significant” frustrations 
and concerns the association has with 
the Ministry’s lack of leadership “in 
addressing the challenges associated 
with BC’s permit system, particularly 
in light of significant non-compliance 
by oversize vehicles.” 

In an interview with Canadian Sail-
ings, Mr. Earle said the association 
doesn’t have a good sense of how 
often frustrated shippers are deciding 
to forgo a permit altogether and hire 
companies that are willing to take the 
risks to move cargos illegally. “Both 
we and the Ministry believe it’s signif-
icantly high,” he said. “Many of our 
members are telling us frequently, or 
were telling us frequently, of stories 
when the delays in getting permits 
just led to people saying, ‘Forget it,’ 
and just going to moving on their 
own and taking their chances.” 

Another big issue for the BCTA is the 
amount of red tape strangling the 
trucking industry in B.C. He noted in 
his letter to Mr. Main that B.C.’s per-
mit system has about 800 pages of 
regulations. Alberta’s permit regula-
tions are about as third as volumi-
nous, he said. And Ontario gets by 
with a 30-page manual and “sees al-
most 10 times the activity” as B.C. 
does. “Streamlining processes is im-
portant,” Mr. Earle said. “But the big-
ger issue in our mind is why do we 
have the process at all?” The Ministry 
responded that “Ontario’s equivalent 
to our Commercial Transport Proce-
dures Manual is 231 pages long (the 
VW&D Limits in Ontario Public 
Guide), and they also have circulars 
and notices and a superload escort 
guide that is based on BC’s Pilot Car 
Load Movement Guidelines, so the 
volume of their publications appears 
to be similar to BC’s.” 

Mr. Earle was nevertheless effusive in 
his praise for Ministry staff and their 
hard work. He also noted that the 
Ministry has been preoccupied with 
many issues of late, such as respond-
ing to a 2018 B.C. Auditor General’s 

Dave Earle
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report on commercial vehicle safety 
that found such vehicles were dispro-
portionately involved in fatal colli-
sions, as well as the pending 
implementation of electronic data 
loggers. However, he certainly left the 
impression Ministry personnel have 
been spinning their wheels.  

TABLE TOO CROWDED 

“It’s just there’s so much on the table 
because we’ve had so much pent up 
for so long that now, as the events 
outstrip and outpace their ability to 
make decisions, they’re forced into 
situations where they’re not able to 
be proactive,” Mr. Earle said. 

For several years, going back to as 
early as 2013, an ad hoc project 
cargo committee has worked on and 
off to lobby the B.C. government to 
streamline the permitting processes 
for large loads as well as improve 
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the infrastructure to enable them to 
cross the province. The committee 
members have included Mr. Mills as 
well as representatives of the BCTA, 
Fraser Surrey Docks, and Lynnterm 

operator Western Stevedoring. Their 
work has also involved consultations 
with railways, freight forwarders, lo-
gistics engineering companies, and 
resource project proponents. 
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“It still exists on paper,” Mr. Mills said of the committee. 
“We have not met for some time because this particular 
issue has presented a bit of a wall for us.” 

The committee also takes the view that the BCTA is best 
positioned to address the concerns because its mem-
bers are the ones who have to deal with the regulations. 
However, the obstacles that truckers face in moving 
large loads from the coast to points inland do have im-
plications for the ports and terminal operators. One dif-
ficulty that remains is that even if B.C.’s highways and 
the current permitting system can accommodate the 
vast majority of oversized loads, it still might not be 
enough to make the port of Vancouver an attractive op-
tion for shippers. That’s because the largest load is often 
part of a shipment of multiple pieces destined for a par-
ticular project. “Ninety-nine per cent of it is going to fit 
in the corridor. However, if the hundredth piece does not 
fit through the corridor, you might lose the entire ship-
ment through another alternative gateway,” Mr. Mills 
said. 

TOO RIGID AND RISK AVERSE 

That alternative is often the port of Houston, Texas, 
which has the benefit of a highway system through the 
Great Plains into Alberta that doesn’t have the pinch 
points of the highways carved through the mountains of 
B.C. But the problems involve much more than just the 
insufficient clearances of snow sheds on the Coquihalla 
Highway, for example. Mr. Mills noted that the applica-
tion process for permits was supposed to be a fully dig-
itized online system with a 48-hour turnaround. But as it 
stands, shippers still have to secure permits through 
each municipality along a route, he said. “So there’s a 
whole bunch of pieces that were missed out of the an-
nouncement,” Mr. Mills said. Also, the extraordinary-
load approval process — which Mr. Mills said is 
necessary “to ensure we don’t bring down bridges” — 
is out of date and “way too cumbersome” compared 
with those of other provinces. “We’ve been promised a 
lot of action on this, but have seen none,” Mr. Mills 
added. The Ministry responded that “if the BC Trucking 
Association and the ports would like to suggest work on 
an additional corridor, we would be happy to speak with 
them about the specifics of the new request. In addition, 
as always, our Structural Engineers add to the extensive 
list of routes pre-approved for travel at up to 85,000 kg 
as time and opportunity allow.” 

Mr. Earle noted that “there were real honest to good-
ness” technical difficulties, and it wasn’t that no one was 
paying attention to them. “And we do have unique chal-

lenges in British Columbia because of our topography,” 
he said. However, the province hasn’t brought the sense 
of urgency to the issue needed “to bring it across the 
line in a timely fashion.” He said the Ministry needs to 
step back and “really figure out what it is exactly that 
we’re trying to regulate and what harm we’re trying to 
prevent.” As it stands, the permitting structure in place 
is so rigid and risk averse “that it’s very difficult to move 
things along quickly,” Mr. Earle said.  

The Ministry’s challenge is that it isn’t allocating the re-
sources and people to addressing the obstacles facing 
the movement of oversized cargo — in part because it 
is dealing with so many other issues, such as speed lim-
iters, which has been a preoccupation for 14 years. But 
until the government decides to make project cargo a 
priority, Mr. Earle said, “my worry is that we will continue 
to see items and issues drift, we will continue to see 
widespread non-compliance, and we will continue to see 
other ports eat our lunch.”
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Ontario oversize load corridor over budget 
BY KEITH NORBURY

An oversize load corridor being created in Ontario’s Sar-
nia-Lambton region is nearly $5 million over its $12 
budget, the project manager confirmed recently. 

However, $4 million of that shortfall is being covered by a 
contribution from Cestar College, a private educational in-
stitution headquartered in Toronto about 290 kilometres 
away. Cestar College, which announced the funding last 
fall, has a long-time relationship with Lambton College. 

Lyle Johnson, project manager for the Sarnia-Lambton 
Oversized Load Corridor, said in a recent interview that the 
project is also working on receiving a $1.5 million grant 
from the Southwest Ontario Development Fund. “That 
pretty much makes up the deficit,” Mr. Johnson said. 

The project had earlier received $6 million from the Na-
tional Trade Corridors Fund as well as $4.715 million from 
the city of Sarnia, $1.2 million from the County of Lambton, 
$75,000 from St. Clair Township, and $10,000 from the Sar-
nia Lambton Industrial Alliance, according to a handout of 
the corridor proposal. Another $225,000 was previously 
raised from the partners, and the province of Ontario, to 
study the proposal. 

The project is creating 26.7 kilometres of obstruction-free 
routes to connect members of the alliance, such as fabri-
cators, with the Port of Sarnia. Among them is LamSar Inc., 
which makes massive modules for petrochemical compa-
nies such as Nova Chemicals, which recently built a poly-
ethylene plant in the area. 

In an interview last fall, LamSar owner co-owner Dave Hill 
said the corridor would enable the company to bid on 
overseas projects. Without the corridor, the company was 
constrained in how efficiently it could move cargoes to the 
Sarnia waterfront for shipment to overseas customers. 
Temporarily raising utility lines adds considerably to the 
shipping costs — and that’s if those obstacles can even be 
moved. “We have to forgo a lot of bids,” Mr. Hill said ear-
lier. “If we can’t physically get to a customer via our own 
arteries in town here then we’re stuck making components 
that we have to assemble on site, which increases the cost 
of construction.” 

INSUFFICIENT INFORMATION 

The corridor project involves burying overhead utility lines 
— such as for electrical, cable, and telephone. A second 
element involves widening intersections to allow “swept” 
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paths for long loads to turn, as well as upgrading or replac-
ing culverts. And the third part of the project is upgrading 
the dock at Sarnia harbour, which is on the St. Clair River 
between Lake Huron and Lake Erie. The existing dock is 
on deep water but it isn’t suitable in its present state for 
roll-on roll-off cargo. 

Mr. Johnson said the cost of relocating the utilities “went 
up significantly”, while estimates for the road work in-
creased by about $800,000. “And then the dock, based on 
what we were seeing with construction costs, we increased 
the budget for that by a million,” Mr. Johnson said. He at-
tributed much of the cost increases to lacking sufficient in-
formation about the project details at the outset. “First of 
all, the level of engineering that was completed, they only 
spent $90,000 to define that $12 million budget, which by 
all industry standards is quite low,” Mr. Johnson said. 

One problem was that the initial estimate was based on 
multiplying a certain dollar figure by the number of cross-
ings “as opposed to looking at each one individually,” Mr. 
Johnson said. “They just didn’t have the time to do it.” 

Last year, the project management issued an order to the 
local utility company to provide that detailed engineering 
estimate, something that was done last summer. Also com-
plicating matters was a recent change to Canadian Stan-
dards Association specifications that reduced the allowable 
load on particular utility poles. “So we ended up having to 
replace somewhere between 150 and 170 poles that were 
not included in the original estimate,” Mr. Johnson said.  

By mid February, the corridor work was about 30 per cent 
complete. “We finished relocating about 60 crossings on 
two major roads in the county last summer and fall,” Mr. 

Johnson said. 

With the new price estimate of $16.95 million, the timeline 
for the project has stretched out slightly. Mr. Johnson ex-
pects it will now finish toward the end of 2023 with cleanup 
in 2024. About 95 per cent of the road work will be com-
pleted by the end of 2022, he said. The most uncertainly 
surrounds the dock. “We’re just in the process of awarding 
the consulting, engineering and environmental assessment 
for the dock as we speak,” he said. 

A VERY VIABLE ECONOMIC PROJECT 

At a meeting in January, some members of Sarnia city 
council cautioned against any further increases, according 
to a report by the Sarnia Observer newspaper. But they 
didn’t talk of scaling it back. Councilor Mike Stark, for ex-
ample, said the project is too far along to cancel it now. 
“It’s like being a little bit pregnant. There’s no such thing,” 
Stark was quoted. Nevertheless, he called for “very tight 
controls from this point forward in terms of estimates that 
we receive.” 

Mr. Johnson agreed that there was never any thought of 
abandoning the corridor. “No, no. It’s still a very viable eco-
nomic project for the region. The business case for the 
project never changed,” said Mr. Johnson said, whose ca-
reer has included about three decades with Nova Chemi-
cals in engineering and project management. 

Consultants CPCS estimated in a 2016 business case study 
that the corridor project would, over 30 years, create 2,613 
full-time jobs, add $263 million in gross domestic product, 
and generate tax revenues of $21.4 million (in 2010 Cana-
dian dollars). 
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Mr. Hill, whose company is part of the industrial alliance, 
said last fall that the project will “open up the region.” For 
LamSar, which has 300 to 400 employees and an office in 
the United Arab Emirates, the corridor will help position it 
as a supplier to the petrochemical industries in the Middle 
East. It will also help smaller companies that support larger 
fabricators, such as Toolrite Engineering, which has three 
machine shops in the Sarnia area. “We like to view this 
project as an economic development project versus an in-
frastructure project,” Toolrite owner Rick Perdeaux, who 
chairs the industrial alliance, said last fall. 

DOCK TO RECEIVE COLLEGE’S NAME  

Cestar College of Business, Health and Technology also 
anticipates educational benefits from the corridor. In 
recognition of the college’s $4 million contribution, the 
new dock will be named Cestar Dock. 

“Our long-time partnership with Lambton College has not 
only provided mutual benefits to our institutions, but there 
are hundreds of international students who attend both 
campuses every year who reap rewards,” Cestar College 
Director Adrian Sharma said by email. “We were seeking 
an opportunity to show our gratitude to the City of Sarnia 
for always welcoming our students, as well as their contin-
ued support in the growing success of Lambton College. 
Our contribution nearly covers the city’s costs to the proj-
ect, which means those funds can now be used towards 
other projects to be enjoyed by our students, and mem-
bers of the Lambton College community.” 

Mr. Johnson wasn’t prepared to guarantee that there won’t 
be any more cost overruns, if only because of the uncer-

tainty with construction projects. “Our estimate level is 
plus or minus 10 per cent,” Mr. Johnson said, adding “and 
I’ll put caveat on that: We have approximately 100 cross-
ings that we have to do. And the majority of those are di-
rectional bores. So anytime you dig a hole in the ground, 
you’re subject to surprises.” 

About 80 per cent of the utility line crossings are being put 
underground. For some, such as high-voltage lines, that 
wasn’t economically feasible. Instead those are being ele-
vated to provide 30 feet of overhead clearance. The corri-
dor will accommodate loads 30 feet wide and 150 feet 
long. 

DOCK IS THE OUTLIER 

Mr. Johnson isn’t too concerned about utilities cost over-
runs. Only about 40 crossings are still to be designed. And 
even if those costs are 10 per cent more than expected, 
they would add well under $100,000 to the bill. “The out-
lier right now is the dock,” Mr. Johnson said. “So we’ve 
got $6.2 million in the estimate for the dock and until we 
get into the detailed engineering and the environmental 
assessments and evaluation of the existing dock, that num-
ber is still variable.” 

And since it’s a big number, a 10 per cent increase could 
add $600,000 or more to the cost. “Once we start digging 
around the area and you get into some contaminated soil 
or soil conditions that aren’t suitable for bedding or dock 
facilities, then we can’t control our costs really,” Mr. John-
son said. “That’s the variables.”
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Maritime World Logistics thrives on breakbulk and  
project cargo 
BY TOM PETERS 

Maritime World Logistics, Inc. (MWL) is “just one link in the 
supply chain,” says Managing Director Serge DiPenta, and 
for more than 20 years, the Halifax-based company has 
grown to be a vital link in that chain, specifically in the 
breakbulk and project cargo business. With an office on 
the Bedford Highway overlooking the Fairview Cove cargo 
terminal in the Port of Halifax, MWL was born out of a ne-
cessity, to fill a void at the port to handle these types of 
cargoes. MWL President Mike DiPenta, who had been 
Manager Ports Halifax for CN Rail, dealt with project cargo 
as part of his responsibilities, said his son, Serge. “That was 
sort of his passion,” he added. Following his retirement 
from CN in 1999, however, Mike’s absence created a gap 
in the railway’s breakbulk and project cargo service. 

“One of his client’s asked him at the time, if you are not 
getting back into breakbulk, and CN is not really that in-
terested, who is going to carry the ball,” said Serge, who 
joined the company in 2010 and has been managing if for 
the past three years. “So Mike started Maritime World,” 
he said. 

The business got its start in Mike’s home. It has slowly 
grown and has evolved into a six-person office operation 
plus four to six contractors, some lifelong railroaders, “who 
are complimentary to what we do,” said Serge. Their job 
is to shadow or ‘babysit’ cargo from rail origin to its final 
destination, especially high profile, sensitive cargo. “They 
will follow the train, by vehicle, and stop at various railway 
stations to inspect cargo, present clearance files and do 
whatever is necessary to ensure the cargo arrives at its des-
tination safely and efficiently. It’s all part of the company’s 
service package”, said Serge. These “cargo shadowers” 

were part of a company called, Transcontinental Trans-
portation Services, which was acquired by MWL a number 
of years ago. 

“MWL can work out of any port in North America,” said 
Serge but Halifax lends itself exceptionally well to handling 
dimensional cargo with ACL (Atlantic Container Line) and 
WWL (Wallenius Wilhelmsen Line) offering world class ro-
ro capability and several on dock marginal tracks (running 
along the edge of the pier) to allow vessels with their own 
cranes to discharge cargo directly onto rail cars. In addi-
tion, CN’s clearances from the tracks in Halifax are wider 
than at any other port on the East Coast of North America. 
Most of the breakbulk and project cargoes are transferred 
to rail, due to weight and size considerations, but trucks 
are employed when they turn out to be more suitable. “We 
have very good trucking partners” and if some cargo 
needs to be moved by truck “then that is what we will do,” 
he added. 

With rail being the principal mode of transportation for 
MWL’s business, Serge has high praise for CN Rail which is 
the only rail line serving the port of Halifax. Of all the rail-
ways they deal with “CN’s model for handling dimensional 
is one of the best in North America, in our experience. We 
have a good relationship with them,” he said. Serge added 
that project cargo only makes up a small portion of CN’s 
overall freight car business “so we do our best to be in 
touch with people in the local (CN) operation as well as 
CN marketing and customer service, and that makes a big 
difference.” 

A considerable amount of the project cargo that moves 
over Halifax is associated with the energy sector and is 
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headed for the “oil patch” mainly in 
Western Canada. As the energy sec-
tor moves to “greener” types of en-
ergy, there will still be a need for 
large power generation equipment, 
but different types. 

Like any business, moving large, 
oversized cargo has its challenges 
which are not just limited to cargo di-
mensions. One issue, for example, 
says Serge, is getting all the detailed 

information on the cargo before it ar-
rives, in order to properly handle and 
process it when it arrives. 

“Getting complete information is al-
ways paramount. Once we have 
everything, we have to make sure 
there are no last-minute surprises. 
Mike likes to use the phrase, “the big 
issues are easy to spot,” suggesting 
it’s not the big issues that cause the 
problem, the “devil is truly in the de-

tails,” Serge says. 

In addition to the commitment to its 
clients, MWL also has a commitment 
to the local community and a number 
of local organizations. MWL is an an-
nual gold sponsor for the Halifax Em-
ployers Association golf tournament, 
Drive For Hope, which raises money 
for Hope Cottage, a charitable organ-
ization which feeds those in the com-
munity most in need. MWL has also 
been a major contributor to the Mis-
sion to Seafarers for the past six years; 
has been a banner sponsor for a local 
high school hockey team (Lockview 
High School); a regular sponsor of 
Halifax Port Days; and a major sup-
porter of the Hodgkin lymphoma so-
ciety and Dartmouth General 
Hospital. 
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HOLDS 81ST ANNUAL DINNER

L to R: Mario Pelletier, Commissioner the Canadian Coast Guard; 
Oliver Hiltebrand, President, Marine Club; and 

Todd Jeffery, 1st Vice President, Marine Club. 
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PAST PRESIDENTS



HEAD TABLE

On January 17th 2020 the 81st annual 
Marine Club dinner took place In Toronto 
presided over by Marine Club President, 
Oliver Hiltebrand.  The more than 800 people 
attending the dinner enjoyed the keynote 
address by Mario Pelletier, Commissioner of 
the Canadian Coast Guard.  Mr. Pelletier was 
appointed Commissioner of the Canadian 
Coast Guard December 9, 2019.  

  
An important part of the Marine Club 

dinner is the awarding of the Marine Club 
Gold Medal for Proficiency, and six Marine 
Club Bursaries.   All revenues from Marine 
Club activities which take place during the 
year, including the annual dinner, are used to 
fund the Marine Club’s Good Works Pro-
gramme.”

 Club Dinner
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Awards
1. Marine Engineering Management Student Ian 

Bramall with First Vice-President Todd Jeffery. 

2. Third year Marine Navigation Cadet Thomas 
Monsma accepts bursary from Second Vice-
President Frank Montecalvo. 

3. Gold Medal winner CP01 Patrick Cochrane 
accepts plaque from Todd Jeffery. 

4. Second year Marine Navigation Cadet, Andrew 
Tillie-Smith with Frank Montecalvo. 

5. Second year Marine Engineering Cadet Jacob Taal, 
with Todd Jeffery. 

6. Naval Association of Canada Scholarship Recipient 
Matthew Merrifield with Mark Phillips (Naval 
Association of Canada).

5

2
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Immediate  
Past-President  
Gabrielle Ross (right) 
accepts Honorary 
Member plaque  
from Marine Club 
President Oliver 
Hiltebrand.

 Head Table

Guest Speaker 
Mario Pelletier

6
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CN announced that, in the absence 
of significant illegal blockades on its net-
work, it has started calling back most of 
the temporarily laid off employees based 
in Eastern Canada. Over 1,400 trains, 
including passenger trains, were delayed 
or cancelled because of the blockades, 
causing shutdowns of parts of CN’s net-
work as freight is parked across the 
network, ready to be moved. 

“As the situation is stabilizing, we 
have started calling back most of the tem-
porarily laid off employees based in 
Eastern Canada to move our customers’ 
goods as we continue to focus on a safe 
and progressive recovery,” said JJ Ruest, 
CN’s President and CEO. “While we are 
keeping a close watch on our network for 
any further disruptions, we are mobilizing 
our employees to be ready to implement a 
focused and methodical recovery plan for 
our Eastern network. The complete net-
work recovery process will take several 
weeks. I wholeheartedly thank our cus-
tomers, partners, stakeholders as well as 
all the various law enforcement agencies 
involved including CN Police Services for 
their patience, support, and understand-

ing during this unprecedented ordeal. I 
also wish to recognize the very helpful 
support of the provincial Premiers and 
their respective governments and the 
involvement of the Federal Government.” 

“In Western Canada, for the last two 
weeks, we have been well on our way to 

recovering. While we are aware that there 
is still work ahead of us, export grain, 
imported containerized goods, coal, 
potash, energy products, and other com-
modities are moving to markets. We are 
rebalancing our assets to service customer 
sites for loading,” explained Ruest. 

CN: ready for recovery
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New marine simulator unveiled at Georgian College’s 
Owen Sound Campus thanks to $540,000 donation 
from Canada Steamship Lines

Thanks to a donation from Canada 
Steamship Lines, students in Georgian’s 
marine programs, cadets and working 
mariners will have access to a new state-of-
the art simulator and upgraded on-site 
systems at the Owen Sound Campus. 
Canada Steamship Lines contributed 
$540,000 toward the new Advanced Inte-
grated Simulator. Georgian is now one of a 
few institutions with this capability – and 
has the only integrated Kongsberg 
engine/navigator simulator of its kind in 
Canada.  

  “This incredible investment by 
Canada Steamship Lines builds on a rich 
legacy of continued support,” said Kevin 
Weaver, Vice President Academic, Geor-
gian College. “They are at the forefront of 
new system development and innovation 
and have navigated the changing face of the 
industry since its inception. This is why 
they are a renowned leader and innovator 
in the industry – and a perfect partner for 
Georgian and our highly-respected Marine 
Program.”  

Weaver added that this latest commit-
ment is of significant benefit not only to 
Georgian, cadets and working mariners, 
but to the entire region. “It will only further 
enhance the reputation of this campus and 
our graduates – and draw in more prospec-
tive students and those working in the field 
who need and want to upgrade their skills.” 

In addition to its current and past 

Mark Harney, Sr Director, CSL Group Inc.; Brian Davenport, Board of 
Governors, Georgian College; Stephanie Aubourg, VP HR, CSL Group Inc.; 
Louis Martel, President and CEO, CSL Group Inc.; Marlee Kuchma, student, 
CSL cadet; Kevin Weaver, VP, Georgian College; Thomas Aulinger, Director,  
Georgian College; and Lisa Taylor,  Georgian College. 

donations, Canada Steamship Lines has also 
played an integral role in supporting experi-
ential learning by taking a large number of 
Georgian’s cadets since the Marine Tech-
nology – Navigation and Marine 
Engineering Technology co-op programs 
started in Owen Sound.  

“Georgian College has been instru-

mental in providing quality education and 
training to many of the talented and skilled 
seafarers working today on CSL’s fleet,” said 
Louis Martel, President and CEO of The 
CSL Group. “We are very grateful to Geor-
gian and proud to support the college and 
future generations of Captains, Chief Engi-
neers and Officers.” 
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                                                        TOR/MTL              HOUSTON            BALTIMORE             HALIFAX 

BAHRI ABHA            21                  11-Mar                   21-Mar                   30-Mar                      TBD 
BAHRI TABUK           17                  01-Apr                    11-Apr                    20-Apr                       TBD 
BAHRI HOFUF           19                  19-Apr                    29-Apr                    08-May                      TBD

DIRECT 
Ro/Ro, B/Bulk & CNTR  
Service to: 
Jeddah, Dammam, Dubai, 
Karachi, Mumbai 

LCL TO CUBA

SINCE 
1951PROTOS SHIPPING LIMITED

Please visit our website at www.protos.ca for updated schedules & services

HEAD OFFICE TORONTO 
TEL: (416) 621-4381 
FAX: (416) 626-1311

MONTREAL 
TEL: (514) 866-7799 
FAX: (514) 866-7077

HALIFAX 
TEL: (902) 421-1211 
FAX: (902) 425-4336

VANCOUVER AGENT: 
ACGI SHIPPING LTD. 
TEL: (604) 683-4221 
FAX: (604) 688-3401

CUBA
VESSEL                              VOY                       MTL/TOR.                            HALIFAX                           MARIEL                          VERACRUZ                        ALTAMIRA                   PROGRESSO  

JPO ARIES                     10                     08-APR                        10-APR                       30-APR                       10-MAY                       12-MAY                    17-MAY 
X-PRESS MAKALU          5                     22-APR                        24-APR                      14-MAY                       24-MAY                       26-MAY                    01-JUN 
JULIUS-S                       13                    06-MAY                        08-MAY                      28-MAY                       07-JUN                        09-JUN                     14-JUN

General Cargo

Additional FCL Service to other Middle East destinations.
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Transport Canada to focus on shippers to prevent  
mis-declared dangerous goods in containers 
BY ALEX BINKLEY

A container fire onboard COSCO 
Pacific in early January highlights the 
need for Transport Canada to focus on 
educating shippers on the importance of 
keeping mis-declared or undeclared dan-
gerous goods from marine shipments, say 
shipping line and freight forwarder repre-
sentatives. 

The fire was caused by lithium batter-
ies falsely declared as spare parts, the 
shipping line said. Two containers were 
destroyed and a number of adjacent boxes 
damaged. Similar incidents took occurred 
recently on MSC and Hapag Lloyd vessels 
causing millions of dollars of damage to 
the ships and cargo and injuring crew 
members. 

The largest container carrier, Maersk 
Line, has started to inspect containers ran-
domly at a number of U.S. ports to check 
cargo declaration accuracy. 

In the fall of 2017, Transport Canada 
launched a risk assessment of dangerous 
goods entering Canadian marine ports in 

tion adding delays and extra costs. 
Karl-Heinz Legler, General Manager 

of Rutherford Global Logistics of Mon-
treal,  past President and current board 
member of Canadian International Freight 
Forwarders Association  (CIFFA), said 
strict compliance measures are needed for 
shippers at origin to ensure the safety of 
containers being shipped to Canada. The 
same applies for Canadian shippers 
exporting cargoes in containers. 

Dangerous goods that could cause a 
fire, explosions or other types of harm are 
a risk to port and terminal staff, truckers, 
railway workers and ship crews, he said. 
The solution to the problems lies with 
better  compliance  education of shippers 
who are loading containers. 

Legler says the incidents involving 
mis-labelled or undeclared dangerous 
goods in containers are of grave concerns 
to marine risk underwriters. He refers to a 
recent statement by TT Club, which pro-
vides insurance and risk management 
services to the international transport and 
logistics industry, that the shipper clearly 
has primary responsibility to declare fully 
and honestly so that carriers are able to 
take appropriate actions to achieve safe 
transport. Ocean carriers have started to 
strengthen their misdeclaration policies 
and are penalizing shippers that are found 
to have misdeclared  or undeclared car-
goes. The transportation industry works 
on documentation accompanying a ship-
ment and when it comes to the accuracy 
of a declaration of a container’s contents. 
“It always goes back to the shipper,” he 
said. 

containers without having been declared 
by foreign shippers. The initiative has 
raised concerns of containers arriving in 
Canada being held and opened for inspec-

Services & Global Destinations

ZP9 Service 
Vancouver – Yokohama – Pusan – Kaohsiung – Xiamen –  
Yantian – Ningbo – Shanghai 

MPS Service 
Vancouver – Valencia – Livorno – Genoa – Fos Sur Mer – 
Barcelona

Canadian 
Offices 

MONTREAL 
Tel 844-454-5072 
Fax 514-875-2746 

TORONTO 
Tel 416-703-7301 
Fax 416-703-7310 

HALIFAX 
Tel 902-422-7447 
Fax 902-429-1515 

VANCOUVER 
Tel 604-283-3957 
Fax 604-693-0094

FIXED-DAY WEEKLY SAILINGS

Service from  
A to ZIM

 VIA HALIFAX

 VIA VANCOUVER

ZCA Service – Gateway to Mediterranean / Indian Subcontinent 
Halifax – Valencia – Tarragona – Mersin – Ashdod – Haifa – Izmir / Aliaga – Piraeus – 
Livorno – Barcelona 

CFX Service – Gateway to Caribbean / South America 
Halifax – Kingston – New York 

ZCP Service – Gateway to Far East 
Kingston – Pusan – Qingdao – Ningbo – Xingang – Shanghai

ZP8 Service 
Prince Rupert – Vancouver – Nansha – Yantian – Shanghai – Busan – Yokohama
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Although 2019 was another record 
year for both of Canada’s railways, by the 
fourth quarter revenues increased only 
marginally (CP), or declined (CN). 

For the fourth quarter CN’s revenues 
declined by 5.9 per cent, but for the year 
increased by 4.2 per cent to $14.9 billion. 
Despite steadily increasing revenues 
during the past few years, CN’s operating 
margins have been under pressure, declin-
ing from 44.1 per cent in 2016 to 40.2 
per cent the following year, and to 37.5 
per cent in 2019, the lowest since 2013. 
Cash flow from operations remained 
essentially identical to 2018’s record level 
of $5.9 billion. However, “free” cash flow, 
the amount remaining from operating 
cash flow after subtracting net capital 
expenditures and acquisitions made 
during the year and dividends paid to 
investors, decreased to $514 million, the 
lowest produced by CN since Canadian 
Sailings started maintaining financial per-
formance data in 2010. For the year 
ended December 31, 2019, CN sustained 
record high capital expenditures and 

Ship fires linked to the contents of containers has become 
enough of a problem that the Nautical Institute, which has 
observer status at International Maritime Organization, has 
scheduled a one-day conference on the issue in London in April 
to discuss containership fires and their prevention. The Institute 
wants international action to address the problem. 

Transporters and forwarders have no argument with Trans-
port Canada’s goal, Legler said. “The question is how to collect 
and interpret shipment data as to accuracy that would trigger TC 
to order container inspections.” 

In addition to lithium batteries, for example, ensuring there 
is no oil or gas in vehicles shipped in a container is essential, he 
said. The time to inspect the container is before it is loaded in a 
ship. X-ray examination of a container will not find fluids and 
other dangerous substances. “Make the shipper responsible for 
the contents of the container,” he said. 

Random inspections of containers arriving in Canada at the 
expense of the carrier represent putting the cart before the horse, 
won’t solve the problem, and also create safety risks for terminal 
workers and CBSA inspectors. 

Transport Canada follows the IMO/UN classification system 
for dangerous goods, which shipping lines, freight forwarders and 
brokerage houses are well acquainted  with and trained in, he 
said. IMO needs to develop a standard declaration form on con-
tainer contents to be completed by shippers for all cargoes to nail 
down responsibility, and assure that the cargo does not represent 
a safety risk. 

One step Transport Canada should take is ensuring that 
Canadian exporters are fully complying with the various applica-
ble dangerous goods regulations for their shipments, Legler said. 
Chad Allen, Director of Marine Operations with the Shipping 
Federation of Canada said that under international marine ship-
ping rules, if dangerous goods are properly documented as being 
in a container, then it will receive special storage on a ship sepa-
rate from the other loads. “These shipments can’t be stowed just 

anywhere on a ship.” 
The shipping industry is working with Canada Border Secu-

rity Agency (CBSA), which is on the lookout for drugs and other 
illicit products, to make it more aware of container operations, he 
said. One challenge is the containers carrying consolidated ship-
ments from several shippers compared to ones loaded by a sole 
shipper. Transport needs to be looking for the information gaps in 
shipping containers and get international agreement to fix them. 

Both men said the industry knows that criminal organiza-
tions are always looking for ways to smuggle products in 
containers and wants to help CBSA find these shipments. A Trans-
port Canada spokesperson said the department has consulted 
with the industry and has come up with several proposals for 
dealing with the situation, which are still under consideration. 
Action is planned during 2020. 

The proposals involve collecting “data to assess the preva-
lence of undeclared and mis-declared dangerous goods and to 
monitor reported occurrences.” That would include working 
with other federal agencies such as CBSA to assess prevalence of 
undeclared and mis-declared dangerous goods discovered at 
Canadian ports. It could conduct a targeted inspection and aware-
ness campaign amongst  shippers, ground transportation service 
providers, freight forwarders, shipping lines and brokerage com-
panies. 

Transport Canada is also considering working more closely 
with CBSA “to obtain access to additional data through existing 
initiatives and update the existing memorandum of understand-
ing between CBSA and Transport Canada to facilitate information 
sharing and collaboration.” It could also aid in providing danger-
ous goods training to CBSA officers and conduct periodic 
transportation of dangerous goods compliance awareness and 
education sessions with industry associations, and develop a stan-
dard internal operating procedure across the regions for 
addressing compliance issues related to undeclared dangerous 
goods in cargo.

CN and CP announce Q4 and 2019 year-end results
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acquisition costs (TransX Group of Companies). 
During the year, CN repurchased 14.3 million shares at a 

cash cost of $1.7 billion. Shareholders’ equity rose from $17.6 bil-
lion as at the end of 2018 to $18.0 billion as at the end of 2019. 
As at the end of 2018, 41.2 per cent of CN’s total assets were 
financed by equity, a slight deterioration over the year-end 2018 
ratio of 42.8 per cent, and 2017’s year-end ratio of 44.3 per cent. 

CP’s 2019 revenues increased 6.5 per cent to a record $7.8 
billion during the year and,  and its gross margin for the year rose 
to a record 40.1 per cent, demonstrating that the management 
has solidified its firm control over expense levels. Net income 
before taxes during the year rose from $2.6 to $3.1 billion. Cash 
flow from operations rose strongly from $2.7 billion in 2018 to 
$3.0 billion in 2019. However, after record capital expenditures, 
“free” cash flow, residual cash flow after capital expenditures and 

payment of dividends, declined from $891 million in 2018 to 
$783 million in 2019. 

During the year, CP repurchased 3.8 million shares at a cash 
cost of $568 million. CP’s balance sheet as of December 31, 2018 
shows that 31.6 per cent of its total assets were financed by 
equity, virtually unchanged from the year before period. 

During the past six years, CN’s revenues grew at a com-
pound annual rate of 6.8 per cent, while those of CP grew at 4.5 
per cent. However, whereas CN’s gross profits grew at a rate of 
7.4 per cent, CP’s accelerated at a rate of more than 20 per cent, 
albeit from a low base. The essential difference between the two 
carriers was that whereas CN had a lengthy record of tight cost 
control, CP’s numbers did not really start to improve until 2014. 
Starting in 2013, CP slashed operating expenses with a 
vengeance and actually produced a gross margin in 2018 of 38.7 

Results for the year ended December 31 
(in millions of C$)

CN 
2019

CN 
2018

CN 
2107

CN 
2016

CN 
2015

Revenues  $ 14,917  $ 14,321  $ 13,041  $ 12,037  $ 12,611 

Less: operating expenses  $ 9,324  $ 8,828  $ 7,798  $ 6,725  $ 7,345 

Gross profit  $ 5,593  $ 5,493  $ 5,243  $ 5,312  $ 5,266 

Gross margin 37.49% 38.36% 40.20% 44.13% 41.76%

Other expenses and (income)  $ 164 -$ 189  $ 154  $ 385  $ 392 

Net income before income taxes  $ 5,429  $ 5,682  $ 5,089  $ 4,927  $ 4,874 

Less: income taxes  $ 1,213  $ 1,354 -$ 395  $ 1,287  $ 1,336 

Net income  $ 4,216  $ 4,328  $ 5,484  $ 3,640  $ 3,538 

Net income as % of revenues 28.26 30.22 42.05 30.24 28.05

Comprehensive income  $ 3,582  $ 4,263  $ 5,058  $ 3,049  $ 4,198 

Cash flow from operations $5,923 $5,918 $5,516 $5,202 $5,140

Capital expenditures, net $4,124 $3,337 $2,673 $2,610 $2,706

Dividends paid $1,544 $1,333 $1,239 $1,159 $996

"Free cash flow" $514 $1,248 $1,604 $1,433 $1,438

Results for the three months ended December 31 
(in millions of C$)

CN 
2019

CN 
2018

CN 
2107

CN 
2016

CN 
2015

Revenues  $ 3,584  $ 3,808  $ 3,285  $ 3,217  $ 3,166 

Less: operating expenses  $ 2,366  $ 2,356  $ 1,984  $ 1,822  $ 1,812 

Gross profit  $ 1,218  $ 1,452  $ 1,301  $ 1,395  $ 1,354 

Gross margin 33.98% 38.13% 39.60% 43.36% 42.77%

Other expenses and (income)  $ 57 -$ 44  $ 113  $ 32  $ 103 

Net income before income taxes  $ 1,161  $ 1,496  $ 1,188  $ 1,363  $ 1,251 

Less: income taxes  $ 288  $ 353 -$ 1,423  $ 345  $ 310 

Net income  $ 873  $ 1,143  $ 2,611  $ 1,018  $ 941 

Net income as % of revenues 24.36 30.02 79.48 31.64 29.72

Comprehensive income  $ 337  $ 828  $ 2,349  $ 491  $ 1,157 

Cash flow from operations $1,518 $1,917 $1,349 $1,378 $1,293

Capital expenditures, net $1,110 $1,264 $892 $581 $642

Dividends paid $383 $331 $307 $287 $246

"Free cash flow" $117 $322 $150 $510 $405
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per cent, which exceeded CN’s 38.4 per cent for the first time in 
its history. In 2019, CP’s gross margin of 40.1 per cent was well 
in excess of CN’s 37.5 per cent. 

During 2019, CN did well in petroleum and chemicals, with 
revenues up 15 per cent to $3.1 billion, achieved on the back of 
a 6 per cent increase in revenue tonne miles, and an 8 per cent 
increase in rail freight revenue per revenue tonne mile. It also did 
well in intermodal, with a 9 per cent revenue increase to $3.8 bil-
lion. All other business segments remained flat, or suffered from 
modest declines. Revenue tonne miles decreased by 3 per cent 
overall. On the bright side, freight revenues per RTM were up by 
an average of 8 per cent, and up by 13 per cent for intermodal. 

During the year, CN saw a general deterioration of cost and 
efficiency key performance indicators.  

During the year, CP recorded strong revenue gains in its 

energy, chemicals and plastics business segment, achieved prima-
rily through a 17 per cent increase in freight revenue per revenue 
tonne mile. Grains, forest products and automotive also did well. 
Although carloads were down by 7.8 per cent in the fourth quar-
ter, they were up by more than 26 per cent for the year. By the 
end of 2019, the energy, chemicals and plastics segment had sur-
passed intermodal as CP’s most important business segment, 
responsible for 20.1 per cent of CP’s revenues, 19 per cent of its 
revenue tonne miles, and 12.9 per cent of its carloads. 

Importantly, CP did well on most of its key performance indi-
cators. 

Given the rail blockades in the first quarter of 2020, deterio-
rating economic conditions resulting from the Covid-19 virus, 
and unprecedented plunge in oil prices, 2020 is bound to be a 
challenging year for both carriers.

CN 
2014

CN 
2013

CP 
2019

CP 
2018

CP 
2017

CP 
2016

CP 
2015

CP 
2014

CP 
2013

 $ 12,134  $ 10,575  $ 7,792  $ 7,316  $ 6,554  $ 6,232  $ 6,712  $ 6,620  $ 6,133 

 $ 7,510  $ 6,702  $ 4,668  $ 4,484  $ 4,035  $ 3,654  $ 4,024  $ 4,281  $ 4,713 

 $ 4,624  $ 3,873  $ 3,124  $ 2,832  $ 2,519  $ 2,578  $ 2,688  $ 2,339  $ 1,420 

38.11% 36.62% 40.09% 38.71% 38.43% 41.37% 40.05% 35.33% 23.15%

 $ 264  $ 284 -$ 22  $ 243  $ 21  $ 426  $ 729  $ 301  $ 295 

 $ 4,360  $ 3,589  $ 3,146  $ 2,589  $ 2,498  $ 2,152  $ 1,959  $ 2,038  $ 1,125 

 $ 1,193  $ 977  $ 706  $ 637  $ 93  $ 553  $ 607  $ 562  $ 250 

 $ 3,167  $ 2,612  $ 2,440  $ 1,952  $ 2,405  $ 1,599  $ 1,352  $ 1,476  $ 875 

26.10 24.70 31.31 26.68 36.70 25.66 20.14 22.30 14.27

 $ 2,590  $ 4,019 $1,961 $1,649 $2,463 $1,277 $2,094 $760 $2,140

$4,381 $3,548 $2,990 $2,712 $2,182 $2,089 $2,459 $2,123 $1,950

$2,124 $1,921 $1,795 $1,473 $1,295 $1,066 $1,127 $1,161 $1,163

$818 $724 $412 $348 $310 $255 $226 $244 $244

$1,439 $899 $783 $891 $577 $768 $1,106 $718 $543

CN 
2014

CN 
2013

CP 
2019

CP 
2018

CP 
2017

CP 
2016

CP 
2015

CP 
2014

CP 
2013

 $ 3,207  $ 2,745  $ 2,069  $ 2,006  $ 1,713  $ 1,637  $ 1,687  $ 1,760  $ 1,607 

 $ 1,947  $ 1,778  $ 1,179  $ 1,132  $ 1,031  $ 920  $ 1,010  $ 1,052  $ 1,493 

 $ 1,260  $ 967  $ 890  $ 874  $ 682  $ 717  $ 677  $ 708  $ 114 

39.29% 35.23% 43.02% 43.57% 39.81% 43.80% 40.13% 40.23% 7.09%

 $ 81  $ 93 -$ 6  $ 135  $ 61  $ 190  $ 221  $ 88  $ 76 

 $ 1,179  $ 874  $ 896  $ 739  $ 621  $ 527  $ 456  $ 620  $ 38 

 $ 335  $ 239  $ 232  $ 194 -$ 363  $ 143  $ 137  $ 169 -$ 44 

 $ 844  $ 635  $ 664  $ 545  $ 984  $ 384  $ 319  $ 451  $ 82 

26.32 23.13 32.09 27.17 57.44 23.46 18.91 25.63 5.10

 $ 116  $ 1,865 $134 $156 $958 $18 $955 -$336 $1,112

$1,135 $1,098 $1,033 $931 $733 $768 $623 $657 $659

$947 $788 $666 $405 $434 $251 $414 $487 $399

$202 $179 $114 $93 $81 $73 $54 $60 $61

-$14 $137 $253 $433 $218 $444 $155 $110 $199
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Europe’s Lean & Green program introduced in Quebec 

Launched in 2008 in the Netherlands, the Lean & Green pro-
gram has a simple yet ambitious objective: to reduce CO2 
emissions by a minimum of 20 per cent in a maximum of five 
years. To achieve this, a simple methodology has been developed. 
After carrying out an assessment of emissions from its transport 
and logistics activities, the participating company defines a Lean 
& Green action plan. This must cover at least 50 per cent of the 
emissions. It then chooses a reference unit (tonne-kilometre, floor 
metre, pallet, etc.) to properly calculate CO2 emissions which 
must take into account the evolution and growth of its activities. 

To assess efforts already undertaken before joining the pro-
gram, the company can determine a reference year prior to the 
year it joins Lean & Green. A crucial issue for the company is to 
have the necessary data to anchor the action plan in the day-to-
day business activity. This will ensure that the final result is 
assessed from both an environmental and an economic point of 
view. 

After its launch in the Netherlands in 2008, the program was 
subsequently established in Flanders by Vlaams Instituut voor de 
Logistiek (Flemish Institute for Logistics), and in Wallonia by 
Logistics in Wallonia (LiW). Since then, the program has been 
extended to the Grand Duchy of Luxembourg, Germany and 
more recently to Switzerland, the Czech Republic and Slovakia.  

The Lean & Green program has now also been established in 
Quebec, following an initial workshop in Montreal on February 
26 that attracted more than 45 people to the Port of Montreal for 
information. There is definitely interest, and CargoM, the Logis-

tics and Transportation Metropolitan Cluster of Montreal, 
together with Logistics in Wallonia will implement the Lean and 
Green label in the freight transport and logistics sector in Quebec. 

The launch of Lean & Green Quebec builds on contacts 
made during the state visit to Canada of the King and Queen of 
the Belgians in March 2018. During this event, CargoM and LiW 
had the opportunity to discuss their common concerns and from 
the outset, CargoM expressed its interest in this program. 

“From the very first contacts, we were aware of the many 
areas of common interest,” said Bernard Piette, Managing Direc-
tor of Logistics in Wallonia. “However, we had to find the right 
subject to start our collaboration and the framework to launch it 
under optimal conditions. Our wish is to build a long-term collab-
oration that could generate business volumes between our two 
regions.”  

For Mathieu Charbonneau, Executive Director of CargoM, 
this collaboration also represents a great opportunity: “Our sector 
is already taking action to reduce its environmental impact, but 
we want to go further by recognizing the positive actions taken 
by our industry. Lean & Green offers us the perfect framework; 
we can benefit from proven expertise and, moreover, integrate a 
community of more than 450 companies that have already 
obtained the label in Europe. This will allow us to benefit from 
new insights, in addition to capitalizing on initiatives already in 
place, such as Transports Québec’s Écocamionnage Assistance 
Program and Green Marine.”

AIR & LCL OCEAN TO THE 
CARIBBEAN, CENTRAL 

& SOUTH AMERICA 
DIRECT WEEKLY SAILINGS 

CARGO 
NAVIGATORS INC.

Tel.: (905) 405-0808 
Email: cargonav@ica.net

Bernard Piette, General Manager of Logistics in Wallonia introducing the Lean & Green program. 
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It’s been more than a decade in the making, but the new rule 
mandated by the International Maritime Organization (IMO), low-
ering sulphur emissions from fuels used by the international 
shipping industry, went into effect on January 1, 2020. The global 
maritime industry now must adapt to a new cap of 0.5 per cent 
sulphur content, down from the previous level of 3.5 per cent. 
Four emission control areas established in 2015, the Baltic Sea, 
North Sea, North American and United States /Caribbean Sea, 
already have stricter regulations, with sulphur oxide emissions in 
these zones limited to 0.1 per cent. More than 170 countries, 
including Canada, have signed on to the fuel change regulations. 

Until recently, tens of thousands of ships sailing the world’s 
oceans burn more than three million barrels a day of a high sul-
phur fuel, but shipping lines must now replace that fuel with less 
polluting sources, or implement measures to remove sulphur com-
pounds from exhaust stacks. Major environmental benefits of 
reducing marine fuel sulphur emissions include improved air qual-
ity, resulting in reduced respiratory health risk, and reductions in 
acid rain, resulting in a lower incidence of acidified water and soil. 
Options for shipowners consists of burning conventional bunker 
fuel, but using exhaust gas cleaning systems, known as scrubbers, 
or burning low sulphur fuel oil (LSFO). Scrubbers remove sulphur 
oxides from a ship’s exhaust stack, which allows it to continue 
using fuel with a higher sulphur content (HFO). Scrubbers, how-
ever, require significant additional capital expenditure, and delays 
for refitting. In addition, there are policy inconsistencies among 
flag states as to their approved use. As early as 2018, the Maritime 
and Port Authority of Singapore announced that it will not allow 
ships with open-loop scrubbers to discharge scrubber washwater 
in port after January 1, 2020. In order to remain compliant with 
IMO 2020 fuel sulphur limits, these vessels will have to burn 
more costly 0.5 per cent sulphur fuel when calling Singapore, just 

like ships that are not equipped with scrubbers. The discharge ban 
will have a lesser effect on ships fitted with hybrid scrubber sys-
tems, which can switch from open-loop to closed-loop mode and 
retain their wash residues on board. Singapore will offer a full 
range of services for shore reception of closed-loop scrubber 
residues. 

The China Ministry of Transportation’s “2020 Global Fuel Oil 
Sulphur Limitation Order Implementation Plan” raises questions 
about what vessels using open-loop scrubbers are required to do 
with respect to the non-compliant fuel oil carried on-board for use 
when the scrubbers are in operation outside Chinese coastal 
waters. As of January 1, 2020, ships sailing in Chinese inland 
waterways are required to use fuel with less than 0.1 per cent sul-
phur content, while ships in the Hainan waters within emission 
control areas and other waters are required to use fuel with a max-
imum sulphur content of 0.5 per cent. Furthermore, ships are 
prohibited to discharge water from open-loop scrubbers in China 
emission control areas. International ships entering waters under 
the jurisdiction of China are prohibited to carry non-compliant fuel 
oil onboard. 

In a late January interview with Britain’s Guardian newspa-
per, Kitack Lim, IMO’s Secretary General IMO said, “Member 
states, the shipping industry and fuel oil suppliers have been work-
ing for the past three years to prepare for this major change – I am 
confident that the benefits will soon be felt and that implementa-
tion will be smooth. This [is a] hugely important change which will 
have significant positive benefits for human health and the envi-
ronment.” 

Fuel oil for shipping has long been one of the dirtiest forms of 
fuel, made up mostly of highly viscous “bottom of the barrel” 
residual oil left over from the crude oil that could no longer be 
refined into higher value products. Ship engines have been 

Biggest shake-up in the shipping industry in decades 
aims to curb pollution produced by world’s ships 
BY R. BRUCE STRIEGLER
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designed to cope with such low-grade fuel, and the emissions they 
produce mostly happen far from land, making the accompanying 
pollution less visible and, for many decades, largely ignored by 
governments. 

Industry concerns leading to implementation proved 
largely unfounded 

In the lead-up to implementation, the regulations were the sub-
ject of enormous concern, both by shipping lines, as well as their 
customers. Predictions of vast disruptions of service due to lack of 
supplies of alternate fuels, as well as significantly higher costs to ship-
pers and their customers were forecast. However, the high levels of 
concern did not translate into realty. Companies had begun to stock-
pile low sulphur fuels at strategic locations around the world in 
anticipation of the changes, and global crude prices softened in 
December and January helping ensure a smooth transition.  

While IMO 2020 deals with the reduction of sulphur only, 
further rule changes to tackle carbon emissions will be coming. At 
the next IMO conference in London in late March and early April, 
countries will come under pressure to lay out a plan on cutting 
carbon from the sector, ahead of a major UN climate conference in 
Glasgow in November. IMO has a long term objective to reduce 
carbon from shipping by 2050 to 50 per cent of current consump-
tion, but few concrete plans to achieve it.  

Are there other options to replace high sulphur fuel? 
Utilizing low-sulphur fuel oil (LSFO) is an option that can be 

implemented instantly for instant benefits: no time-consuming 
refits, no major capital expenditures, just higher operating costs, 
which carriers should be able to pass on to customers. All other 
options involve significant capital expenditures, technical chal-
lenges, and/or layout redesigns that take remove space previously 
reserved for revenue-generating cargo. In addition, some require 
global (or at least regional) availability of enabling infrastructure, 
which typically requires vast sums of capital. With marine fuel 
consumption representing some 3 per cent of global oil consump-
tion, it is evident that vast new networks of global infrastructure 
would be required to make any of the options not based on utiliz-
ing LSFO or scrubbers truly viable options into the foreseeable 
future. 

Liquefied natural gas (LNG) is a credible option as it is nearly 
sulphur-free and produces lower levels of nitrogen oxides (NOx) 
and particulate matter for reduced air pollution. Unfortunately, 
LNG is not readily available for marine use on a global scale at this 

time, and considerable technical and economic obstacles remain 
before widespread use could be contemplated.  

Biofuels are also being explored as an alternative – one enter-
prising cruise company is using fish guts for its fuel – and there are 
high hopes for harnessing hydrogen fuels in the form of ammonia 
for ship engines.  125-year-old Hurtigruten AS, based in Norway, 
operates a fleet of 17 ships, and by 2021 aims to have converted 
at least six of its vessels to use biogas and large battery packs, capa-
ble of storing energy produced from renewable sources.  

Battery power is also emerging as a promising technology for 
ocean-going transport, but building batteries powerful enough has 
been a problem to date. With advances in battery manufacturing, 
it is becoming possible to install batteries big enough to last a 
voyage. Hurtigruten is currently building three new hybrid-pow-
ered cruise ships in Norway, to be delivered in the next three 
years. 

Lastly, speed reductions are another way carriers can achieve 
unit fuel consumption (and therefore unit exhaust emissions). 
Speed reductions appear to be a “no-brainer” solution that pro-
duces instant benefits. However, speed reductions increase travel 
times, which increase unit employee costs and unit capital costs, 
which impact profit margins negatively. 

Ballard Power Systems research and development now 
include fuel cells for marine use 

British Columbia’s Ballard Power is recognized as a world 
leader in zero-emission proton-exchange membrane (PEM) fuel 
cells technology. Ballard commercializes fuel cell engines for trans-
portation applications, and fuel cell systems for portable and 
stationary products. Ballard is also commercializing electric drives 
for fuel cell and other electric vehicles, power conversion prod-
ucts, and natural gas and hydrogen generator sets. Since its 
inception in 1979, the company has persisted in the face of daunt-
ing technical and financial obstacles, but refocused its orientation 
after having abandoned (at least temporarily) its vision of leading 
the charge to lead the global adoption of fuel cell technology as a 
replacement for the internal combustion engine. The technology 
was (and remains) ground-breaking, but high costs put a damper 
on commercial prospects. 

Geoffrey Ballard, a dual U.S.-Canadian citizen, formed Ballard 
Research Inc. as a research and development firm to conduct work 
on high-energy lithium batteries. Interestingly, his father had 
worked on the Manhattan Project, which produced the atomic 
bomb during World War II. In an interview with Canadian Sailings 
for this story, Guy McAree, Ballard Power Systems Director of 
Investor Relations explains that “fuel cells are a zero emission tech-
nology, from which you basically get electricity. The only 
by-products from a fuel cell are a little bit of heat and a little bit of 

CUSTOMER SERVICE REPRESENTATIVE 
Cargo Transport System – Montreal 
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water, and there are essentially no moving 
parts in a fuel cell. You feed the hydrogen 
in, along with oxygen and you get electric-
ity. When you stack fuel cells together, you 
create a fuel cell stack, which is the heart 
of the products that Ballard manufactures.”   

Mr. McAree notes that fuel cell stacks 
are the equivalent to an engine in the 
internal combustion world. ”We use these 
modules to power vehicles, and what 
we’re focussed on are heavy and medium 
duty vehicles. They include transit buses, 
commercial trucks, trains and trams, and 
more recently, marine craft.” He adds that 
this development has only emerged in the 
last year or so. “There are some significant 
global trends happening, and with IMO 
2020 regulations, there is a lot more 
emphasis on cleaner environmental activi-
ties within ports around the world. That 
has driven an enormous amount of inter-
est in zero emission fuel cell technology.” 
McAree continues, saying that what’s hap-
pened over the past several years are a 
series of different purchase orders Ballard 
has received for demonstrations and trials 
of fuel cell systems for propulsion of differ-
ent watercraft. Things like car and 
passenger ferries, or river push boats, he 
notes. ”The modules we’re using in the 
marine segment are typically 100 kW 
power and up.  Depending on the size of 
the craft, and its duty cycle, we may have 
to put anywhere from 100 up to 400 or 
500 kW of fuel cell capacity to serve the 
purpose.” McAree says that most of the 
demand Ballard is seeing currently is 
coming from Europe. “Ferries in Norway 
and the UK, for example.” 

European market shows promise 
for marine fuel cell deployment  

In 2019, Ballard Power Systems 
Europe A/S, a subsidiary, established a 
Marine Center of Excellence dedicated to 
fuel cell marine applications at the Com-
pany’s facility in Hobro, Denmark. The 
Centre will design and manufacture heavy 
duty fuel cell modules to address zero-
emission powertrain requirements for the 
marine industry. Mr. McAree says the 
Centre is to be commissioned towards the 
end of the first half of this year. Prior to 
this, Ballard announced its collaboration 
with ABB and other consortium partners 
in the Flagships Project to develop and 
launch a zero-emission river push boat, 
planned for deployment in France in 2021 
to push river barges. Ballard is planning to 
deliver two of its next-generation 200 kW 
fuel cell modules in 2020, which will pro-
vide propulsion power for the vessel. 
“This was a very interesting conversation 
and was one of the first marine related 
transactions that we signed.” He explains 
that the plan was to work with ABB focus-
ing on the cruiseship market. “The effort 
here was not to provide propulsion for 
large cruise ships,” he says, “but to 
develop a multi-megawatt shore power 
system, to power the hotel portion of the 
ship.” 

Also in the fall of 2019, Ballard 
received a purchase order from Berlin-
based BEHALA, a port and logistics 
specialist, to power the world’s first zero-
emission push boat. Named Elektra, the 
nearly 20 meters long and 8.2 meters wide 
push boat will be used principally to trans-

port goods between Berlin and Hamburg as 
well as on inner-city transport routes in 
Berlin. Elektra will be powered by three 
100kW Ballard fuel cell modules, and is 
expected to be launched later this year. 
While the vessel is under construction, 
electricity and hydrogen infrastructure is 
planned to be installed in the vessel’s 
inland waterways operating area.  

Through its European subsidiary, Bal-
lard is participating in an ambitious 
venture called H2Ports.  H2Ports is the 
first European project focused on testing 
heavy-duty port equipment powered by 
hydrogen fuel cells. “We are providing a 
fuel cell module that can be used to power 
a reach stacker – essentially, a forklift,” 
McAree explains. The project is an initia-
tive of the Port of Valencia and its strategy 
of port-logistics decarbonization, which is 
aimed at acceleration of transitioning ports 
towards zero-emission operations.  

The project will test and validate 
hydrogen technologies for port machinery 
in order to achieve solutions that produce 
zero local emissions, without affecting the 
performance and safety of port operations. 
Ballard will pilot three initiatives to test 
fuel cell power in real-world operating 
conditions at the Port, and will power a 
reach stacker for loading/unloading and 
transporting containers, as well as a termi-
nal tractor for ro-ro operations. In addition, 
it will provide a mobile hydrogen refu-
elling station. “The idea is to demonstrate 
a number of different applications of fuel 
cells that could provide part of the solution 
toward lower carbon-intensity operations 
at different ports around the world.”

Canadian marine fleet operators on the challenges of 
adapting to a clean future 
BY R. BRUCE STRIEGLER

Around the world, owners of fleets of 
container ships, tankers, dry bulk carriers 
and ferries have been coping with the 
uncertainties surrounding the introduction 
of the International Maritime Organiza-
tion’s new low-sulphur fuel regulations 
(IMO 2020. Canadian Sailings contacted a 
number of domestic fleet owners to talk 
about their future fleet propulsion plans.  

Captain Jamie Marshall, VP Shipbuild-
ing & Innovation at BC Ferries begins by 
describing the company’s Clean Futures 
Plan, which reflects “BC Ferries strategy 
going forward in terms of what we want to 
do to see a carbon-neutral future.” Cpt. 
Marshall says the extensive plan covers 
some of the time goals, and the technolo-
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gies that are evolving and developing right now. “The landscape for 
energy solutions is probably at a point that it’s moving the fastest it’s 
ever moved. This is our 60th year in operation as BC Ferries and for 
the first 50 years, the energy source was never debated, it was 
diesel, the cleanest diesel we could get. Now, other technologies 
such as batteries or LNG, or hydrogen fuel cells, these technologies 
are developing very quickly, and all ferry operators are trying to 
figure out which source we should we bank on. When we build a 
ship, we’re building it to operate for 40 to 50 years.”  

Fleet operators learning as they go with new propulsion 
technologies 

Cpt. Marshall notes that some of the technologies being 
employed are already changing. “For example, two new Island 
Class ferries built in Romania and which just arrived, are diesel-
electric hybrid ferries. They are battery equipped vessels, designed 
for future full electric operation, but are fitted with conventional 
engines which will bridge the gap until shore charging infrastruc-
ture and operating subsidies become available in B.C. The design of 
the new vessels reduces underwater radiated noise, and lowers 
emissions. Batteries for these two new vessels are supplied by 
Corvus Energy of British Columbia. “When electric charging tech-
nology matures to make electricity available in quantities required, 
BC Ferries plans to operate these ships as all-electric ferries, using 
only renewable energy. We’re working with BC Hydro to identify 
and partner to find the shore infrastructure charging solution that 
we can install in our terminals.” 

“We are members of Interferry, an international association 
representing the ferry industry worldwide, with more than 260 
members, representing in excess of 1000 people from 40 coun-
tries.”  Cpt. Marshall notes that current and former BC Ferry 
executives are associated with the organization. “There’s a lot of 
‘best practices’ and information-sharing through that organization. 
We’re also members of the Canadian Ferry Association, and we do 
a lot of information-sharing in terms of issues such as fuel sources. 
This has been at the top of the discussions at both organizations 
over the past number of years.” Cpt. Marshall explains, “We also 
consult with different industry partners.” He illustrates by telling us 
how BC Ferries partnered with Seaspan Ferries to develop the fuel-
ing solution for its three Salish class vessels. Those three ships 
entered service in 2017, and are capable of running on either LNG 
or ultra-low sulphur diesel. BC Ferries’ use of LNG for the Salish 
Class vessels resulted in the reduction of an estimated 9,000 metric 
tonnes of carbon dioxide equivalent per year, which is the same as 
taking 1,900 passenger vehicles off the road annually. 

“We took a page out of Norway and the Baltic States. Norwe-
gian ferry operators are sort of leading edge, and have operated 
LNG ferries since about 2000. We took a lot of advice from them, 
that’s what led to us building the Salish Class.” Cpt. Marshall says 
that LNG represents a huge cost saving compared to diesel, almost 

50 per cent of the fuel costs.”  
In January of this year BC Ferries awarded Romentowa Ship-

building of Gdansk, Poland a fourth contract to construct a 
107-metre Salish Class vessel with the capacity to carry 138 vehi-
cles and up to 600 passengers and crew. The new vessel will be 
identical to the three previous Salish Class vessels built by the same 
yard. “Our long term goal is to get to carbon neutral and zero emis-
sions. Cost considerations are a key part of the issue as well, so we 
must control our fleet efficiency and hold our operating costs as low 
as possible, so we can maintain fares as low as we can.” 

Interest increasing from the marine sector with Liquid 
Natural Gas (LNG) 

A new era started when LNG was used as a primary fuel by 
the Norwegian car and passenger ferry Glutra in 2000. Following 
Glutra, several Norwegian ferries and offshore service vessels 
adopted LNG as fuel, so the first adopters of this fuel were vessels 
operating in Norwegian waters, and within relatively fixed geo-
graphical areas. The past few years have seen the first icebreaker, 
bulk carriers, car carriers, container ships, roll-on, roll-off (ro-ro) 
cargo ships, and oil/chemical tankers, as well as dredgers and 
cruise ship using LNG. It took 13 years for LNG fuel to be used for 
propulsion outside Norway.  

SEA\LNG is a global industry coalition working to address and 
overcome current challenges impacting the global uptake of LNG. 
The group says LNG is a global commodity with 20 countries 
exporting to 35 importing countries. It accounts for approximately 
10 per cent of global gas consumption and represents 32 per cent 
of internationally-traded natural gas. Furthermore, the expansion of 
the LNG trade has been accompanied by an increase in the number 
and diversity of LNG players in the upstream sector. There is an 
increase of investment in LNG solutions for transportation and 
changes in the marketing and trading of LNG. Small to mid-scale 
LNG has taken off, increasing market penetration and servicing 
demand from power projects in areas not covered by power grids - 
from surface transportation, such as trucks and trains, to the mar-
itime sector. 

According to SEA/LNG there are 170 LNG-powered ships in 
operation and a further 184 on order. Other analysts place the 
number of operational/on-order LNG vessels at 600. According to 
many analysts, when it comes to environment-friendly alternatives 
to oil, LNG is the only scalable and economic fuel currently avail-
able for ocean shipping. LNG producers promote the use of LNG to 
power ships as a clean-burning alternative to the low-sulphur 
marine diesel oil and heavy fuel oil plus exhaust gas scrubber 
options. It is the only option that fully meets the requirements of 
IMO 2020’s 0.5 percent global sulphur cap and 0.1 percent emis-
sion control areas sulphur restrictions, without the need for 
ancillary equipment. But LNG bunker, as it is known in the indus-
try, offers additional benefits. It meets the requirements for 
reducing SOx emissions and also generates around 20 percent 
fewer CO2 emissions.  

French energy giant Total has leveraged its integrated business 
model to forge an ambitious partnership based on liquefied natural 
gas with CMA CGM, which will have a fleet of more than 20 LNG-
powered ships by 2022. The LNG-powered fleet will consist of nine 
23,000-TEU2 mega-ships, five 15,000-TEU vessels and six 1,400-
TEU container ships. In 2017, the companies signed an agreement 
covering the supply of around 300,000 tonnes of LNG a year for 
ten years, starting in 2020. This volume, unprecedented in the his-
tory of LNG bunker, will fuel CMA CGM’s nine newbuild 
container ships. As part of this agreement, Total will provide a suit-
able solution for the bunkering of these containerships with the 
positioning of an LNG bunker vessel at the port of Marseille-Fos 
and a complementary bunkering solution in Singapore. 

Seaspan Ferries moves to clean power for its high-
capacity ‘drop trailer’ service  
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Harly Penner, Director, Fleet Engi-
neering & Vessel Development, Seaspan 
Ferries Corp. commented that, “When 
you’re considering building vessels for use 
in a local airshed that will operate for the 
next 40 years, you must take into consid-
eration the major stakeholders in that 
region, as well as the technology and avail-
ability of emerging and alternative fuels.”  
He continues pointing out that one of the 
major considerations Seaspan put on its list 
was ‘what is available to us.’ “We need to 
have something that works for us now, so 
we can build vessels that can go into oper-
ation now, and security of supply is a big 
part of that. So that put us into a decision-
making process where natural gas came 
out on top.”  

In 2019, Seaspan announced it would 
be adding two new LNG – battery hybrid 
ferries to its fleet in 2021. The vessels are 
being constructed in Romania by Nether-
lands-based Damen Shipyards Gorinchem 
B.V., and are expected to go into operation 
in 2021, joining Seaspan Swift and the 
Seaspan Reliant, the company’s first hybrid 
ferries, operating since 2016. The new 148 
meter vessels will feature 2 MegaWatt bat-
teries, as well as 209 cubic meters of LNG 
storage. The propulsion system, energy 
storage system and controls are supplied by 
MAN Energy Solutions. 

Beginning in 1898 as a small com-
pany serving BC’s coastal communities, 
Seaspan today is a prominent marine trans-
portation company operating along the 
west coast of North America. The com-
pany operates a “drop trailer” service 
eliminating the costs of tractors and their 
drivers accompanying trailers during tran-
sit to or from Vancouver Island and the 
mainland. Seaspan Ferries operates four 
roll-on/roll-off, self-propelled vessels, and 
three articulated tug and barge units, pro-

viding eleven round trips per day, each 
one-way trip taking three hours, between 
two terminals on Vancouver Island and 
one on the mainland. 

“Alongside availability and security, 
you must consider environmental effective-
ness,” Harly Penner says as he explains 
that Seaspan procures its LNG from Fortis 
BC. “In our studies, we experienced a con-
siderable reduction in emissions, based on 
the transition to clean natural gas from 
B.C.” Mr. Penner also explained that Sea-
span works with the Natural Gas Futures 
Group as well as the University of British 
Columbia to complete on-board, real time 
measurements of the emissions from its 
vessels.” Penner says that from the com-
pany’s point-of-view, these new vessels are 
more expensive, but “because we built 
them to use LNG, but there is a positive 
payback since we are able to get secure 
supplies of that natural gas at low cost from 
Fortis.” 

Maritime Strategies International, a 
UK-based market analysis company said in 

a 2019 study and report that there had 
been a step up in interest in LNG as a fuel, 
but that LNG-fuelled newbuilds will 
remain a minor component of the global 
fleet going forward. MSI looked at the cur-
rent fleet and orderbook for LNG-fuelled 
ships using data from IHSMarkit and other 
sources. One of the key distinctions in this 
area is between LNG-ready and LNG-
fuelled vessels. LNG-ready vessels have 
space allotted for LNG fuel tanks along 
with supporting materials used for low 
temperatures, engines that can be con-
verted to dual-fuel operation, and space for 
pipes and ventilation. This affords shipown-
ers and yards the flexibility to limit the 
future incremental cost of conversion to 
dual-fuel. One such example is Hapag 
Lloyd’s conversion of a 15,000 TEU con-
tainership Sajir from LNG-ready to 
LNG-fuelled at a cost of $30 million. 
Although an LNG-ready vessel is more 
expensive to build than a standard vessel, 
the idea is to future-proof the investment, 
and provide optionality to the owner. 

Growing a shipping company 
BY GUY M. TOMBS

Growing a shipping company is helped by seeing its potential 
in global terms, especially because shipping is an international 
business. How can we go from thinking locally and small to devel-
oping a global vision? This is not a presumptuous, or even 
comical, question. It is essential and can be life-changing. 

I was in Tromsö in Arctic Norway, at the top of Europe, in 
mid-August last year.  Not far from this island city the huge 
German battleship Tirpitz was sunk by the RAF in November 
1944. After the war the wreck was cut up and removed. The Tir-
pitz together with its sister-ship the Bismarck were part of a failed 
strategy to achieve Nazi global pre-eminence on the high seas.   

Seeing the world from so far up – I had been even further 
north on Svalbard the week before – this was a perspective I had 
not experienced. I knew that most of the world was south of me.   

In November I attended a conference on Mactan Island near 

Cebu in the Philippines. This was where in April 1521 the Por-
tuguese explorer Ferdinand Magellan was killed in a battle with 
the local population led by the leader Lapulapu. Magellan did not 
circumnavigate the globe: he got only this far. Juan Sebastián 
Elcano took over command and completed the round-the-world 
expedition. This early, truly global event was the result of a vision, 
great ambition, and certainly had commercial motivations. This 
first circumnavigation is very much another shipping story, taking 
us far back in time. Seeing our position vividly in both time and 
space, in a big way, we may be able to see our business with the 
broadest possible terms of reference. 

Growth is natural. Constraints to growth in a business are 
often internal to the business, not caused by market forces. 
People are key: their alignment and team spirit come about from 
good management or leadership at the top level, and quickly dis-
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appear with indifferent management. Leadership in a shipping 
company results in people who have a strong vision of where the 
business is today and where it needs to go – and also people who 
have the operational ability to be effective at all the work that this 
vision entails. Vision leadership and Operational excellence could 
be in one person – often this is not the case. Discord between the 
Vision and Operational leadership in a shipping business leads to 
an uneasy working environment for the staff – and mixed mes-
sages to clients and partners alike. So while growth should be 
natural, growth needs constant care, as it is ever-fragile. 

International shipping is based on long-distance trust. We are 
continually working with people we may know well, but often 
not so well, many time-zones away from us on other continents. 
Setting up shipments, negotiating contracts, getting accurate and 
timely information — is often very delicate work. What would 
Magellan or Elcano have thought of our present ability to track a 
ship on the MarineTraffic app or to reach for an update by mobile 
phone from a partner walking back from lunch along a sidewalk 
in Singapore? 

We have to build multiple, strong international connections, 
a woven cross-thatch of talented, informed people across the 
globe, whom we can rely on to do the sensitive work that comes 
our way – and expect them to reciprocate. These men and 
women are certainly outside of our company – but they are what 
makes us international.  When they are strong and helpful, we 
must respect them and let them know it.   

In my experience, large corporations and governments gen-
erally like working with smaller firms that have a mastery of detail 
and can do complex jobs well. Multi-national competitors have 
different strategic objectives. They are not alike.  A smaller ship-
ping firm can grow through personal selling and by providing its 
clients with an excellent and reassuring experience – ‘getting 
back’ to the client, as one says, promptly and in an informed way 
on a continual basis. 

In shipping, we are so often working with people of other 
cultures – and we can mis-read each other as a result. Trying hard 
to see oneself as the other person would see us is an important 
skill to try to develop. Listening to, or reading, international news 
helps us see what they, far away, may be living in their country. 
Knowing their stories can help bridge any divide. Empathy can 
help with understanding – multiple relationships can build and as 
a result, the shipping company can grow in diverse ways and in 
new markets. In shipping, what we are is international – our per-
formance overseas undertaking complex shipments is based on 
the performance of our trusted, distant partner or agent, to our 
client’s benefit. What wins business is not over-promising, but 
consistently out-performing our competition in select fields.   

There is a seeming randomness to each day at work – many 

numbers and places and names of companies jump at us from all 
directions. We work hard to make sense of, and a profitable file 
from as many of these opportunities as we can.  In the morning 
we receive enquiries often from far away that we never dreamt 
of, and which are interesting – and thought-provoking. In ship-
ping, there is always something new. When I had just started out, 
a Vice President of our company, who had been with us for 54 
years, Davie Davidson, said to me that he loved his job because 
each day was different! He chartered a lot of ships in his unflap-
pable manner – but each one was unique to him, with its own 
special considerations. 

Shipping often entails enormous risks. The variety of tools 
that are available, for example, in insurance, that work to mitigate 
these risks, and generally do, is quite astonishing. 

Shipping is about rules and cargoes and money and means of 
conveyance and people and time – and the multidimensional 
‘linear algebra’ we learn to calculate and recalibrate what works 
and what to avoid every day.  

There are players who have long experience in their trades 
and can foresee events or outcomes that those new to the indus-
try often cannot – and so these experienced people are valuable: 
they are the seers, and customers may gravitate to them, for solu-
tions, because of their specialized wisdom. Shipping businesses 
need some of these people, but not too many! Energetic younger 
people are more interested in growth – and can power the com-
pany forward more aggressively. 

It is a given that some people will not see the company 
except in terms of their own limitations – and they will feel 
threatened by a broader vision, because they fear the vision, or 
dream, is beyond them — and because they fear that they do not 
have the skills to be competitive on a global stage, which is what 
a global vision asks of us. Vision requires reflection and intuition 
from company leadership – and strong implementation at an oper-
ational level. Forging a new path through a thick forest is the way 
of the visionary – it is not following someone else. 

Looking far down over Tromsö in glistening waters, from the 
hill-top – surrounded by wildflowers and red snow and younger, 
stronger hikers walking by me – I felt, yes, there is excellence in 
this world and it is worth pursuing.   

Guy M. Tombs is President of Guy Tombs Limited, Montreal 
international freight forwarders and shipbrokers, established in 
1921. 
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Carriers set to cut Asia-US west coast capacity in 
response to weakening outlook 

BY MIKE WACKETT

Capacity on the transpacific Asia-US west coast tradelane 
will be cut by some 7,000 TEUs a week from May, Alphaliner 
reports. However, this may not be enough to mitigate the nega-
tive drag of US import tariffs and the continued structural move 
of trade to east coast ports. 

The revised alliance networks, after 1 April, will see HMM 
terminate its standalone services as it joins THE Alliance, while 
its South Korean compatriot, SM Line, will delete one of its two 
strings in favour of a slot charter with the 2M and Cosco and Wan 
Hai will withdraw one loop of their VSA after PIL’s exit. The con-
sultant said the combined weekly capacity offer of 298,000 TEUs 
on the route would be some 2.3 per cent lower than a year ago. 
According to Blue Alpha Capital, total inbound volumes at the top 
ten US container ports fell by 4.1 per cent in January on the same 
month of 2019, to 1.7 million TEUs. 

Founder of the New York-based consultancy, John D 
McCown, attributes recent declines in traffic, including a substan-
tial 12.7 per cent drop in December, directly to the impact of the 
US tariffs on Chinese imports. Notwithstanding that the Phase 
One agreement between the US and China suspended a planned 
15 per cent tariff on some $160 billion of imports and halved the 
duty on another $120 billion of goods from 15 per cent to 7.5 per 
cent, there seems little prospect that the remaining 25 per cent 
tariffs on $250 billion of Chinese imports will be removed this 
side of November’s Presidential elections. 

“While the Phase One agreement removed the likelihood of 

further tariff increases, the rate reduction in one tranche only 
marginally reduced the effective tariff rates on China,” said Mr. 
McCown.  “The current expectation is that those tariffs will 
remain in place at least through 2020.” Blue Alpha Capital is fore-
casting a 10 per cent  year-on-year decline in volumes at US ports, 
with the Covid-19 crisis a “new negative catalyst” to Q1 volumes. 

Indeed, it remains to be seen whether the cargo loads lost 
from the 50 additional blank headhaul sailings on the transpacific 
during the virus-induced lockdown in China will be recovered in 
the second quarter. And the volume deficit in January provides 
further evidence that the east coast is continuing to make inroads 
into traditional west coast traffic. At 915,000 TEUs, the import 
volume across west coast port terminals was down 5.1 per cent 
on the year before, whereas east coast traffic declined by a more 
modest 3 per cent. According to Mr. McCown, the structural shift 
from the west coast, spurred by the 2016 expansion of the 
Panama Canal enabling much larger ships to transit the water-
way, is set to continue. With 75 per cent of the population closer 
to the US east coast, shippers are saving more than enough in 
inland transport costs to mitigate the higher sea freight costs 
charged on US east coast services. “Inbound containers go prima-
rily to where the people are, and lots of west coast cargo moves 
overland to destinations closer to the east and gulf coasts,” noted 
Mr. McCown. 

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

US east coast ports jockey for potential multibillion 
dollar offshore wind business 
BY ALEX LENNANE

The US port of Virginia is preparing 
for a lengthy spell of handling materials 
and equipment for the establishment of 
offshore wind energy projects. Last Tues-
day, the Port’s Board of Commissioners 
gave its unanimous blessing to a proposed 
agreement with Danish offshore wind 
specialist Ørsted to lease a portion of the 
Portsmouth Marine Terminal. The lease is 
to support the company’s work on the 
Coastal Virginia Offshore Wind project 
with Dominion Energy, which calls for 
two turbines off Virginia Beach that are 
slated to come onstream some time in 
2021. 

The lease runs until 2026, so it is 
likely to come into play for other offshore 
wind projects along the east coast. Ørsted 
plans to install nearly 3,000 megawatts of 
wind energy projects in the US during 
that period. The contract is for an initial 
lease of 1.7 acres at the terminal, but 
includes options to expand this to 40 
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acres. 
“This is a big step towards making 

Virginia a leader in wind energy and off-
shore wind manufacturing,” said state 

governor Ralph Northam. With the port of 
Virginia at its helm, the Hampton Roads 
region has the trained workforce and the 
nautical know-how to become a vital hub 
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for offshore wind development.” 
Offshore wind energy is on the threshold of an explosive 

expansion on the US coast. To date, just a single wind farm with 
five turbines generating 30 megawatts is in operation off Rhode 
Island, but a growing number of projects are in the pipeline or on 
the drawing board. 

Offshore wind production in the US is projected to balloon 
to seven gigawatts by 2030, and more than 20 gigawatts by 2050. 
According to a recent white paper published by the Special Initia-
tive for Offshore Wind, the market could be worth $70 billion by 
2030. 

At this point the focus is fully on the east coast, where sev-
eral states have passed legislation calling for offshore wind 
generation. New York State passed a law last summer that man-
dates 9,000 megawatts of offshore wind production by 2035. 

The Port of Albany, a small port on the Hudson River in New 
York state, is gunning for the first two offshore wind develop-
ments of New York and got the green light for development last 
year. The port may be small (annual revenues about $7 million) 

bur the Port Authority has ambitious plans and is positioning itself 
to host a manufacturing site for the installations and to act as a 
conduit for components to be moved to the wind farm sites. To 
that end, it has acquired an 80-acre parcel of land adjacent to its 
marine terminal, expanding the port’s area by 25 per cent. It is 
now poised to move forward with a submission for the establish-
ment of the manufacturing facility and a wharf to handle the 
heavy components. 

Rich Hendrick, the Port’s General Manager, is optimistic. 
Albany’s location, 124 miles from the project sites, is a significant 
advantage and the Port will have all the requisite infrastructure to 
accommodate both the manufacture and the logistics of the proj-
ect. It has also secured support at state and federal levels, which 
has generated $17 million in funding from the latter so far, with 
more expected from Washington. The overall price tag should run 
into hundreds of millions of dollars. Mr. Hendrick said the work 
should be completed within three years, so the port can start ship-
ping out manufactured components by the end of 2023. 
Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

US trucking and intermodal players still finding the 
business an uphill struggle 
BY IAN PUTZGER IN TORONTO

For US surface transport providers, 
the uphill slog that characterized the 
past year  seems set to continue. Inter-
modal and trucking volumes declined 
last year, keeping prices down, but a 
contraction of capacity combined with 
momentum returning to the market may 
bring some relief in the latter half of this 
year. 

Numbers for 2019 paint a gloomy 
picture of  decline in most sectors. The 
National Shipment Index, published 
quarterly by US Bank, shows shipments 
fell 4 per cent in Q4 over the previous 
period and 5.4 per cent lower year on 
year. The index has now been on a 
downward trajectory for six consecutive 
quarters and, for the full year, was down 
5.9 per cent – its worst contraction 
since 2011. The report, based on actual 
spend on truckload and less-than-truck-
load (LTL) shipping, shows it slipped 2.7 
per cent from the third quarter to end 
2.5 per cent lower than the level 
recorded in the fourth quarter of 2018. 

Intermodal players fared no better. 
The latest numbers from the Intermodal 
Association of North America show an 
8.2 per cent drop in volumes for Decem-
ber. Container traffic was down 2.7 per 
cent, while trailers sank 17.2 per cent. 
The organization blamed the impact of 
international trade policy and down-
ward pressure from more available truck 
capacity. And recent results from major 
operators echo these trends. 

Schneider National saw a 13 per 

cent drop in revenue in the fourth quar-
ter. Its logistics division fared the worst 
with a 19 per cent contraction in rev-
enue, while truckload revenue fell 15 
per cent. At 3 per cent, the decline in its 
intermodal business was less 
painful.  Management blamed lower 
prices and muted peak season volumes. 

On the rails, Norfolk Southern 
reported a 7 per cent decline in revenue, 
on a 9 per cent drop in volumes in the 
quarter, which pushed profit down 5 per 

cent. The railroad’s intermodal traffic 
was down 7 per cent. Management said 
volumes deteriorated throughout the 
year, the decline getting steeper in the 
second half owing to a weak manufac-
turing environment and low commodity 
prices. 

Tariffs have also taken their toll. 
The suspension, and subsequent cancel-
lation, of tariffs on imports from China 
scheduled to come into effect in mid-
December alleviated the decline, but 
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many importers had already brought merchandise into the 
country in Q3 in preparation for the scheduled tariff, US Bank 
analysts reported. They pointed to lower contract rates and 
spot market pricing as major reasons for the decline in freight 
spending in the quarter. 

More granular analysis has been published by Transplace, 
a provider of transport management services and logistics 
technology solutions, which manages about $9 billion-worth 
of freight, but its outlook is not much brighter. Its Q4 19 
Market Update & Outlook shows relatively flat full-truckload 
volumes in the period, whereas the LTL segment recorded 
declines in tonnage (-4.5 per cent), shipment count (-2.3 per 
cent) and weight (-1.8 per cent). It was the fourth consecutive 
quarter of volume shrinkage, Transplace notes, adding that 
most carriers have excess capacity. 

Although most sectors declined, the reefer truck segment 
bucked the trend and is expected to do the same this year, 
with loadings projected to increase 2.9 per cent, according to 
Transplace.  

It observed that Class 8 truck orders were down signifi-
cantly, adding to the pessimistic outlook for the market in the 

near term, but at least provides a silver lining on the horizon. 
According to its analysis, the truck fleet is in the early stages 
of shrinking. In conjunction with expectations of loadings 
returning to growth down the road, the expected shrinkage of 
truck capacity should lead to stabilization of the supply-
demand balance.  

Transplace predicts that the truckload sector will fare 
better in the second half of 2020, with the market headed for 
moderate 2-3 per cent increases. The Transplace report also 
predicts improved conditions for the intermodal sector. Citing 
possible driver shortages and trucking bankruptcies, its ana-
lysts expect intermodal volume to rise again. With plentiful 
equipment available across the network, considerable rate 
increases are not very likely, though. 

Transplace views the year ahead in defensive terms. Its 
analysts describe the trucking market of 2019 as a year of 
retaining current business. “Expect 2020 behaviour to be sim-
ilar to 2019 (especially for the first half of the year),” they 
wrote. 

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

Box carriers’ bill for volumes lost to Covid-19 nearing 
$2 billion 
BY GAVIN VAN MARLE

The financial cost of the coron-
avirus outbreak to container lines is now 
approaching the $2 billion mark, accord-
ing to new research from SeaIntelligence 
Consulting. Up to the beginning of 
March, the Copenhagen-headquartered 
analyst estimates that the industry has 
lost 1.9 million TEUs in volumes since 
the onset of the crisis, which dampened 
demand due to the widespread closure 
of factories in China. 

“At a rough average freight rate of 
$1,000 per TEU, this equals a revenue 
loss of $1.9 billion for the carriers,” said 
SeaIntelligence chief executive Alan 
Murphy. According to SeaIntelligence 
data, there were 111 blank sailings on 
the transpacific between 1 February and 
12 April, “of which, 48 were due to 
Covid-19 and the remainder to 
“normal” Chinese new year capacity 
management”. On the Asia-Europe 
trade, there have been 75 sailings during 
the same period either blanked or 
announced, “of which 29 are due to 
Covid-19”. 

However, Mr. Murphy  said that, 
while the outbreak continued to impact 
shipping, the effects appeared to “stabi-
lizing”, as the number of announced 
blanked voyages had declined this week, 
compared with previous weeks. Over 
the past week, seven scheduled sailings 
on the two main east-west trades were 
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cancelled, the week before it was more 
than 20. 

“This, however, does not mean the 
ripple effects are over – far from it,” 
added Mr. Murphy. “We have already 
outlined in the past weeks how this will 
impact round-trip dynamics and create 
shortages of both vessel capacity and 
equipment availability.” He also warned 
of the growing possibility of a severe 
capacity crunch for backhaul shippers. 
“Carriers are already pushing rate 
increases on account of this, and for 

some backhaul shippers, the coming 
weeks might well be a matter of 
whether they can get their cargo moved 
at all – almost irrespective of the price 
they are willing to pay. “As we also show 
in this week’s Spotlight, through proac-
tive capacity management, carriers have 
managed to maintain freight rates and, 
at least for now, staved-off a feared finan-
cial crisis-like rate implosion,” he said. 

Reprinted courtesy of The Loadstar 
(www.theloadstar.co.uk)
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Australia’s China-dependent economy starts to feel  
the effect of the virus 
BY SAM WHELAN

Australia’s freight volumes have taken 
a nosedive due to the coronavirus crisis – 
one ocean carrier reportedly cutting tem-
porary staff as a result. Cam Dumesny, 
CEO of Western Roads Federation (WRF), 
said the impact from China’s extended fac-
tory shutdown and subsequent cargo 
congestion would be severe. “This is due 
to the heavy integration of our economy 
and supply chains with China’s,” he told 
The Loadstar. “Early reports indicate a 20 
per cent drop in container volumes at Bris-
bane ports, for example,” he said. “Higher 
drop-off figures are being reported by one 
national container carrier who has laid off 
200 casuals and ‘subbies’.” 

WRF represents transport operators 
across Western Australia, a vast region 
known for its large quantities of fresh pro-

duce exports to China, including seafood 
such as dragon shrimp and rock-lobster. 
According to Bloomberg, the fishing has 
ground to a halt in some Western Aus-
tralian towns due to the trade disruption, 
while other cargo, such as honey, is stuck 
at port waiting for clearance in China. 

John Park, head of business opera-
tions at the Freight & Trade Alliance (FTA), 
said: “What we are hearing is that fresh 
produce exporters of fruit, vegetables and 
meats, along with the wine industry, are 
feeling the pinch simply because China has 
become such a large consumer of these 
products.” Surcharges on reefers remains 
another issue for exporters, he noted, with 
FTA members reporting blanked sailings 
for direct voyages. “Members are also con-
cerned at peak season surcharges, not only 

on China outbound, but also on Europe or 
US trades to Oceania, due the shortage of 
empties in those areas caused by no 
exports from China,” Mr. Park said. 

And the outlook for Australia’s air-
freight market is little better. “There are 
still limited passenger flights that carry 
cargo in belly space,” Mr. Park 
explained.  “Some airlines providing spe-
cific cargo charter flights are pricing higher 
than normal. For example, a freight for-
warder who usually paid around $2 per 
kg, today was offered $5 per kg on a 
freighter. ” 

Australia’s economy is one of the 
world’s most China-reliant, the country 
accounts for a third of all Australian 
exports and nearly a fifth of all imports. 
Freight arriving from China has slowed 
drastically, and the effects are yet to play 
out, said WRF’s Mr. Dumesny.  “The 
impact will really begin to be felt next 
week, with sectors from retail to construc-
tion feeling the supply shortage. “The 
upswing, however, is for local companies 
that offer import replacement and don’t 
have China supply chain exposure.” 

Bloomberg economist James McIn-
tyre added: “To lose your largest customer 
and largest supplier at the same time is a 
shock of unfathomed proportions.  The 
longer the disruptions persist, the deeper 
the unknowns and the larger the shock 
becomes for the economy.” 

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

Spot rates soar as shipping resumes, but don’t take 
advantage, carriers warned 
BY MIKE WACKETT

The newest member of the Federal Maritime Commission 
(FMC), Carl W Bentzel, has warned transpacific carriers 
against hiking freight rates unfairly, as the supply chain begins 
to free-up in China. “I was heartened to hear that shipping lines 
have indicated that there is cargo for pickup and that trucking 
and port operations have substantially resumed in China,” said 
Mr. Bentzel. 

The FMC has been monitoring the levels of blanked sail-
ings on the route and discussing with ocean carriers the levels 
of service and the potential resumption of normal trade. The 

federal agency responsible for regulating ocean transport in the 
US said reports indicated US retailers were beginning to run 
low on imported goods, which is having an impact on US man-
ufacturers such as the automobile industry, which sources 
some component parts from China. It is also having an impact 
on US exporters of agricultural products   suffering logistical 
challenges. 

It said: “Information provided from shipping lines involved 
in the transpacific trades indicates that cargo levels and services 
are resuming to pre-coronavirus levels. It should be expected 
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Time to bring digital forwarding to the perishables 
sector, says Transship 
BY IAN PUTZGER IN TORONTO

A new player is poised to bring the digital forwarder model 
to the perishables sector – with a little help from other start-ups. 
Chicago-based Transship has teamed up with a trucking provider, 
a tech partner for global tracking, and TradeLens for managing 
marine transport, and the group is set to commence trials next 
month to ship out US food exports. 

Transship founder and Chief Executive Amit Hasak previ-
ously ran cold storage facilities in Chicago, where he experienced 
a litany of frustrations vented by his clients (mostly exporters of 

perishables) about forwarders’ services. This led him to conclude 
the business was ripe for automation. “This is an industry that has 
been neglected technologically for a long time,” he said. “Flex-
port kind of paved the way for this, but it deals with general 
cargo. We have a speciality – we handle special shipments.” 

Originally he planned to develop the technology in-house, 
but decided it would be more fruitful to team up with existing 
platforms in strategic partnerships, where they provide the serv-
ice and benefit from the revenue generated by Transship. This led 
to the announcement of partnerships with three tech-based firms 
in the logistics arena in December. The alliance comprises: Future 
Tech Transport, an asset-based trucking and drayage operator 
with an automated brokerage platform; Ceres Technologies, to 
look after real-time tracking; and TradeLens, the blockchain-based 
joint venture for container shipping launched by Maersk and 
IBM. 

“We want to provide real-time tracking like UPS, but we also 
want to know about temperature and humidity,” Mr. Hasak said. 
“If you ship meat to China, that’s a six-week journey. A reefer 
may stop working for a week and then somehow start again, so 
when the shipment arrives at the port, it’s frozen and everything 
seems to be okay, but the tracking tells you there’s a problem. You 
don’t have to wait to find out that the shipment is spoilt.” 

As for TradeLens, first and foremost this brought in the tech-
nology to handle ocean shipments. “The blockchain is not for 
smart contracts but for documents. Documents get lost or dam-

resumption of maritime commerce 
underscores the criticality and impor-
tance of our maritime trade. Hopefully 
the resumption of this service can allow 
our nation to recover as rapidly as possi-
ble,” said Mr. Bentzel. 

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

CARL W BENTZEL

that coronavirus impacts will linger over 
the next few weeks while vessels are 
engaged in the cross-Pacific transit and, 
hopefully, we are poised to achieve nor-
malcy in the transport of goods. To be 
clear, there may still be logistical chal-
lenges in processing cargo into United 
States commerce.” 

Mr. Bentzel said it would be neces-
sary for all stakeholders in the transport 
industry, from container terminals to 
trucking and rail services, “to pitch in to 
secure normalcy”. 

But he fired a warning shot at carri-
ers that might be planning to recover the 
billions of dollars of lost revenue from 
the hundreds of cancelled sailings by 
announcing GRIs for shipments from 
China to US west and east coast ports. 

Transpacific carriers raised freight 
rates substantially during the US-China 
tariff-beating front-loading demand 
surge in the final quarter of 2018, which 
did not appear to register on FMC’s reg-
ulating radar, or attract any critical 
comment from the commissioners. 

However, Mr. Bentzel, sworn into 
office in December, is taking up the 
baton from his friend and former com-

missioner, William Doyle, who was at 
the forefront of implementing regula-
tions covering the new alliance set ups. 
In particular, Mr. Doyle was influential 
in the aftermath of the Hanjin Shipping 
bankruptcy, encouraging vessel-sharing 
agreement wording that allowed the sur-
viving partners of an alliance to continue 
to function and deliver containers in the 
event of individual carrier failure. 

“I remain concerned that there will 
continue to be negative economic 
impacts as a result of delays, as ship-
ments transit the Pacific from China. I 
would hope that the industry resists the 
temptation to take actions to price gouge 
or otherwise unfairly leverage their posi-
tion,” said Mr. Bentzel. 

The first week of near normal man-
ufacturing and intermodal activities in 
China since the onset of the coronavirus 
crisis saw container spot rates for the 
US, as recorded by the Shanghai Con-
tainerized Freight Index (SCFI), soar 
18.3 per cent last week to the US west 
coast, to $1,610 per 40ft, and jump 8.7 
per cent for east coast ports to $2,912 
per 40ft. “Our ability to recover from 
this economic disruption through the 
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aged, and then the shipper incurs cost for storage until that’s 
sorted out,” Mr. Hasak said. He claimed the Transship-led venture 
would vastly reduce the time shippers have to spend to book a 
shipment. 

“When shippers upload information to our site, it shouldn’t 
take more than 15-20 minutes to give them a quote. The whole 
process to get a shipment organised should take 15-25 minutes, 
not four or five days,” he said.  Moreover, shippers face lower 
costs, as Transship’s margins were lower, ranging from 3-5 per 
cent, he said. 

Mr. Hasak is planning a membership scheme for regular 
users who get discounts based on the average monthly number of 
containers shipped. A large US meat shipper participating in the 
pilot project pays about 3 per cent, a non-member will pay 5 per 
cent. Mr. Hasak intends to further leverage the volume of Trans-
ship to negotiate lower rates with shipping lines to obtain better 
pricing for SME customers, who will likely be the largest user 
group of the service. He acknowledged that scepticism about 
automated solutions in this sector is high, but he was encouraged 
by the market response to the project. Cold calls to companies 
yielded six letters of intent, including one from a large meat 

exporter who is participating in the pilot scheme. “There’s no 
reason why a company like this should even take my call, if we’re 
a start-up. This shows to me there’s interest in our solution,” he 
said. “I think we hit a nerve there.” 

Transship is in the process of obtaining its NVOCC licence. 
Otherwise, everything is in place for the start of the operation. For 
the pilot programme, initially the scope will be limited to traffic 
between the US and Latin America, possibly including some ship-
ments to Europe if participating clients have traffic there, Mr. 
Hasak said. Asia is not currently in the picture. “We want to focus 
on certain lanes and make sure we’re really good on those before 
we expand. In the long term, we want to cover Asia as well.” 

The current focus is also firmly on maritime transport, air 
cargo is not on the cards at this stage. “We’re going to have our 
hands full,” Mr. Hasak said. “Airfreight is complicated.” He is 
open to other technology providers that have interesting applica-
tions to come on board, and the partnerships with Tradelens, 
Future Tech and Ceres Technologies were not exclusive, he 
added. 

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

Cold store giant Americold moves into Brazilian market 
with Superfrio stake 
By Ian Putzger in Toronto

Chilled storage giant Americold has 
continued its international expansion with 
a move into the Brazilian market. The real 
estate firm announced a joint venture with 
SuperFrio Armazens Gerais owner Patria 
Investimentos, under which it will spend 
about Br118 million (US$28 million) for a 
15 per cent stake in the South American 
temperature-controlled storage provider. 
Americold says it will be in a position to 
complete a full takeover in three years. 

“This agreement allows Americold to 
partner with leaders in the Brazilian 
market while providing for future growth 
through roll-up acquisitions and selective 
development projects, with the option to 
acquire full ownership of SuperFrio start-
ing in 2023,” said Americold President 
and CEO Fred Boehler. The deal makes 
Brazil the second country in South Amer-
ica, after Argentina, where Americold now 
has a presence, while it is also active in 
Canada, Australia and New Zealand, 
besides its operations in the US. 

The company has grown aggressively 
over the past year. Strategic acquisitions to 
the tune of $1.4 billion added 27 facilities 
with a combined space of about 170 mil-
lion cubic feet to its portfolio, an increase 
of 17 per cent. It now owns and operates 
178 temperature-controlled warehouses 
with more than 1bn cu ft of storage. 

In addition to the SuperFrio agree-
ment, Mr. Boehler announced plans for a 
$42 million expansion project in New 

Zealand, adding 4.6 million cubic feet of 
cold storage space for customer Wool-
worth’s. However, the deal is a something 
of a consolation prize – originally, Wool-
worth’s had a letter of intent with 
Americold for a multi-site project worth 
about $600 million, but the parties are 
unlikely to proceed on that scale, Mr. 
Boehler said. However, he was bullish on 
Americold’s overall growth prospects. 
“The business as a whole continues to be 
strong, so the same fundamentals that 
we’ve talked about over the last two years 
remain there,” he said. 

Management expected strong 
demand driven by steady growth in con-
sumption and population, and consumer 
preference for fresh and healthy food 
requires cold storage. Americold expects 
same-site warehouse revenue to increase 2 
– 4 per cent this year. 

The company’s balance sheet for the 
fourth quarter shows 25.6 per cent growth 
in warehouse revenues to $383.8 million, 
and a 29 per cent increase in operating 
income from warehousing to $130 mil-
lion.  Net Q4 income was $20.8 million, 
resulting in a net profit of $48.2 million for 
the full year. Total revenue for the year 
climbed 11.2 per cent to $1.78 billion. 

For 2020, management expects new 
facility starts in the range of $75 to $200 
million, and it currently has $1.2 billion of 
development in the pipeline. Americold 
emerged from last year with approxi-
mately $1.4 billion in liquidity, including 
cash and capacity on its revolving credit 
facility. This gives management a strong 
war chest to go after more acquisitions and 
develop new facilities. 

Reprinted courtesy of The Loadstar 
(www.theloadstar.co.uk)
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Food exports to China have ‘gone from overdrive to 
near standstill’ 
BY IAN PUTZGER

For many perishables exporters and 
their logistics providers in the Americas, 
China has turned from an Eldorado into 
a nightmare. Capacity has shrivelled up 
to a fraction of previous lift, and rates 
are headed for the stratosphere. Reefer 
capacity is in even worse shape, but 
these horrors pale in the face of the col-
lapse that the market has suffered in the 
wake of the Covid-19 virus epidemic. 
China has been the biggest driver of the 
growth in global perishables flows, but it 
hit the brakes because of the virus out-
break, leaving exporters scrambling to 
find alternative markets. 

For Flying Fresh Air Freight, 
Canada’s leading perishables forwarder, 
seafood shipments to China went from 
overdrive to near standstill. “We went to 
zero business in seafood to China,” said 
chairman and CEO Brendan Harnett. 
“Now we’re moving a little bit, but 
maybe 5 per cent of what’s normally 
going.” The end of the extended new 
year holiday is not reviving demand. 
“China is going back to work, but vol-
umes are horrible. Restaurants are still 
shut down,” Mr. Harnett said. 

Canadians are not the only ones 
who have seen their China exports 
implode. “Exports via airfreight into 
China are off on food of all sorts globally, 
as people are not going out to eat and 
tourism is not happening,” remarked 
Chris Connell, Senior Vice-President 
perishables North America of Commod-
ity Forwarders, a Kuehne + Nagel 
company. 

US perishables exports to China are 
down less than Canadian volumes, as 
US farmers and fishermen already took a 
hit from the tariff war last year, he 
noted. With China’s pledge to import bil-
lions of dollars worth of goods from the 
US this year under the first phase of the 
trade pact between the two countries, 
the US food sector was looking forward 
to a bumper year of exports, but the epi-
demic has shrouded the outlook in 
doubt. US trade bodies have pointed out 
that the agreement does not specify the 
details how China will go about meeting 
its import commitments. As the battle 
with the virus took centre stage, the 
Chinese authorities have not unveiled 
any details. 

On the Canadian side, Flying Fresh 

is bracing itself for a resurgence in US 
perishables shipments to China. Mr. Har-
nett reckons this will be partly driven by 
the US-China agreement. He expects to 
move more perishables from the Pacific 
north-west to China over Vancouver, but 
seafood exports from Canada’s east coast 
will be affected by efforts of US competi-
tors to regain lost ground, he reckons. 

Perishables exports from Latin 
America have also suffered. ASOEX, the 
Chilean exporters association, estimates 
that earnings of the country’s fruit 
exports could drop $100 million because 
of the outbreak. Some of this is the 
result of diminished demand from 
China, some because shipments have 
been stuck in ports. On 20 February the 
Chilean minister of agriculture con-
firmed that as many as 2,300 reefer 
containers – most of them loaded with 
cherries – were stranded in China, up 
from about 1,500 two weeks earlier. To 
alleviate the problem Chile has 
requested that the usual quarantine 
period of 2-3 days be cut to under 24 
hours. The agriculture minister also sug-
gested that fruit that is still in Chile at 
this point could be directed at other mar-
kets to overcome the crisis. 

Mr. Connell noted that no market 
can absorb the volume usually taken by 
China. He anticipates a repeat of last 
year’s pattern, which saw some efforts 

by US growers to develop new markets 
but mostly a stronger focus on domestic 
North American markets. 

Mr. Harnett sees some potential to 
shift exports to other Asian countries, 
but it will take a long time to develop 
those markets, he said. 

For that matter, Asian producers are 
faced with the same dilemma. Banana 
growers in the Philippines lost their 
biggest market earlier this month when 
China suspended imports. Perishables 
exporters in Thailand, Myanmar and 
Vietnam have to choose between redi-
recting their produce at their domestic 
markets, driving down prices, and 
seeing their exports rot at closed border 
crossings with China. 

Mr. Harnett reckons it will take a 
long time for the Chinese market to 
recover, which augurs tough times 
ahead for perishables exporters and 
logistics providers. In light of this, the 
current shortage of lift to China and the 
prospect of airfreight rates spiking 
sharply in the coming days are of rela-
tively minor concern. “High freight rates 
are not helping, but less demand is play-
ing a larger role,” Mr. Connell 
commented. 

Reprinted courtesy of The Loadstar 
(www.theloadstar.co.uk)
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China’s reefer cargo crisis worsens as carriers plan to 
abandon boxes 
BY MIKE WACKETT

Japanese carrier ONE has joined sev-
eral of its liner peers in imposing a 
congestion surcharge on reefer containers 
destined for major Chinese ports. More-
over, some carriers are preparing to 
declare force majeure and leave refriger-
ated containers at alternative ports. 

With the coronavirus outbreak show-
ing no signs of abating in China and still 
severely restricting landside operations at 
the ports of Shanghai, Ningbo and Xin-
gang, reefer plug-in points are in 
extremely short supply, obliging carriers 
to discharge temperature-controlled 
boxes at other ports. 

ONE has told customers it would 
apply a surcharge of $1,000 per reefer 
container, with immediate effect, “to 
cover additional costs related to the unex-
pected, but necessary arrangement of 
shipments, and associated plug-in charges 
and monitoring fees”. The carrier also 
said it may need to “adjust the original 
transport plan”, which could result “in 
the discharge of reefer containers at an 
alternative port without prior notice”. 

ONE said it would endeavour to 
arrange relay of the reefer boxes to 
intended destinations, “subject to reefer 
plug availability”. However, it encourages 
customers to consider a change of destina-
tion, “especially for time-sensitive cargo 
such as fresh, chilled commodities”. 

Israeli carrier Zim and others have 
also announced immediate surcharges of 
$1,000, while CMA CGM  will surcharge 

its customers $1,250 per reefer con-
tainer. MSC said it was invoking clause 19 
of its bill of lading, which potentially gives 
it the right to leave goods at “any place or 
port which the carrier may deem safe and 
convenient”, and to receive full freight 
with any additional costs incurred for the 
shipper’s account. The Loadstar under-
stands that other carriers could follow 
MSC’s example if the crisis continues. 

Meanwhile, insurers are bracing 
themselves for claims for spoiled contents 
in containers stuck on terminals in Asia 
for several weeks. One marine cargo 
insurer source told The Loadstar  he 
expected “an avalanche” of claims follow-
ing the massive supply chain disruption 
resulting from the virus outbreak, and 
that, with the vast growth in reefer 

imports into China, potential claims 
“could be massive”. “Unfortunately it is 
not just about plugging the boxes in,” he 
said. “A lot of the contents of reefer boxes 
has a shelf life and the goods will end up 
being destroyed and become a total 
loss. We know from previous experience 
that claims can run into tens of thousands 
of dollars per single unit.” 

Indeed, the Swedish Club agreed 
that damage to reefer container cargo was 
“both frequent and costly”, and because 
the cargo was intended for human con-
sumption, “even minor changes in quality 
may cause authorities to order the com-
plete destruction of the cargo”. 

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

Perishable shipments to China are recovering, but 
slowly, say exporters 
BY IAN PUTZGER IN TORONTO

As economic activity in China begins to pick up after the 
extended lunar new year holiday in response to the Covid-19 
virus outbreak, sales of imported perishables are rising. But for 
some perishables shippers, it will be a long time before they get 
back to pre-virus volumes. 

After reports of perishables rotting in China’s ports and 
warehouses in the aftermath of the holiday, Chilean fruit 
exporters’ association ASOEX said last week their fruits were 
selling again. On 18 February, it recorded sales of 33 containers 
of cherries, eight of table grapes, 17 of nectarines and 21 con-
tainers of plums. In addition to wholesale markets in Shanghai 

and Guangzhou, sales were also rising in secondary markets, 
like Zhengzhou, Chengdu and Chongqing, ASOEX reported, 
and expressed confidence that the remaining 1,478 containers 
of Chilean fruit still available in China would sell. China is the 
biggest market for Chilean cherries; in recent years it has 
imported the lion’s share of the country’s cherry crop. 

And US perishables shippers are now gearing up for more 
exports to China. The US Department of Agriculture (USDA) 
announced that China had taken “numerous actions” to imple-
ment its agriculture-related commitments under the Phase One 
trade agreement with the US, which came into effect on 14 
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Carrier bosses angry as scrubber fitting delays start to 
impact earnings 
BY MIKE WACKETT

February. Among the measures is the 
opening of the Chinese market to fresh 
US chipping potatoes, the lifting of the 
ban on US poultry and related products 
and the updating of lists of goods that 
can be exported to China, including 
seafood. In addition, China has begun 
announcing tariff exclusions for imports 
of US agricultural products and a reduc-
tion in tariff rates on certain US 
agricultural goods. According to USDA, 
“these types of actions will facilitate 
China’s progress toward meeting its 
Phase One purchase commitments”. 

US perishables exporters have lost a 
lot of ground to foreign competitors, as 
the tariffs undermined their competitive-
ness. And as developing new markets 
takes time, they were forced to shift a 
large portion of their output to the 
domestic market. 

A tsunami of US perishables headed 
for China is unlikely in the coming 
months, however. For one thing, there is 
still a lot of uncertainty about details of 
the US-China trade agreement. More-

over, the Covid-19 outbreak has caused 
severe disruption in China’s market-
places, and it will take months to 
overcome this. 

Peruvian exporters’ association 
ADEX said numbers for March and April 
show the impact of the epidemic even 
more clearly than sales so far. The asso-
ciation warned that precautions to 
prevent the spread of the virus could 
seriously affect trading conditions next 
month, while capacity bottlenecks 
resulting from blanked sailings and dras-
tically reduced flights to China would 
grow. This is widely expected to create a 
spike in rates to China, which most 
exporters would struggle to absorb. 

Brendan Harnett, CEO of Flying 
Fresh Air Freight, said Canadian seafood 
exports to China were slowly resuming, 
as restaurants begin to open again, but 
did not anticipate a significant 
surge.  Rather, he is braced for a slow 
road to recovery. “It will take a long 
time before China regains its previous 
consumption habit,” he warned. Nor is 

he expecting a return to the strong 
growth before the outbreak. “If we get 
back to 80 per cent of our previous 
volume, I’d be pleasantly surprised,” he 
said. Canadian lobstermen are looking 
for new markets for their catch, but 
none can match China’s volume, he 
added. 

“Chinese companies have cancelled 
their freighters to Halifax,” noted Jamie 
Porteous, EVP at Cargojet. The Cana-
dian all-cargo carrier moves lobster from 
the Atlantic coast to Canadian gateways 
served by Asian airlines that have inter-
line agreements with it, but this 
business is down, Mr. Porteous said. 

Meanwhile, perishables importers 
in Europe have reported shortages of 
garlic and ginger since shipments from 
China stopped in mid-January. Exports 
of garlic from Spain to markets as far as 
Mexico, Colombia and Senegal are up 
markedly, but Spain’s output is not 
enough to make up for the shortfall. 

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

Even before the coronavirus out-
break, scrubber retrofits on container 
vessels at Chinese yards were subject to 
substantial delays. According to Alpha-
liner data, pro-scrubber carrier MSC has 
seen its ships “severely delayed”, with 
the longest stay to date the 19,437 TEU 
MSC Erica, which has been idle for 175 
days. The consultant also notes that MSC 
also has a number of ships waiting in 
queues to enter Chinese yards, including 
its 14,036 TEU MSC Clorinda, which 
has been anchored off Ningbo since mid-
November. 

This compares with the 6-8 week 
‘start-to-finish’ time quoted by yards 
when they were pitching for the busi-
ness, and it has infuriated the carrier’s 
bosses in Geneva who, The Loadstar 
understands, have instigated compensa-
tion claims against the yards for loss of 
earnings. 

MSC’s scrubber retrofitting plan 
covers almost half its 574 ships, the 
exhaust gas cleaning systems enable the 
vessels to burn cheaper HFO (heavy fuel 
oil) on the majority of the voyage. Based 
on the current spread between HFO and 
IMO 2020-compliant LSFO (low-sulphur 
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fuel oil), carriers have calculated that the 
scrubber investment could be returned in 
under 18 months. However, the heavy 
costs associated with the unbudgeted stay 
in yards will add considerably to the 
length of pay back. MSC has 33 of its 
ships currently undergoing scrubber 
retrofitting in Chinese yards, according to 

Alphaliner’s data, with the already 
lengthy idle time now extended indefi-
nitely by the Covid-19 restrictions. 

Meanwhile, 2M alliance partner 
Maersk, which plans to have only 10per 
cent of its 700 vessels fitted with scrub-
bers, has 15 vessels awaiting retrofitting 
at Chinese yards. Around 30 of the car-
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Investment in scrubbers starting to pay off as owners 
are offered ‘double’ rates 
BY MIKE WACKETT

Ships leaving yards after scrubber 
retrofits are being held at anchor to await 
open slots on service networks and may 
face further idling due to soft demand 
forecasts, said Alphaliner. However, given 
the substantial fuel cost saving achievable 
by these vessels, still able to bunker with 
HFO (heavy fuel oil), against the more-
expensive LSFO (low-sulphur fuel oil) that 
ships without scrubber technology must 
consume, carriers’ ship planners want to 
redeploy them at the earliest opportunity. 

Following the introduction of the 
IMO 2020 sulphur cap regulations, bro-
kers have already established a two-tier 
market for scrubber-fitted containerships. 
The consultant  said the substantial daily 
hire rate differential was “setting scrub-
ber-fitted vessels apart”. Indeed, one 
London container broker told The Load-
star charterers were offering “silly” rates 
for ships with scrubbers. He said: “I think 
the premium for LSFO has caught many 
operators out, especially in Asia, and we 
are being offered double the daily hire 
rate for any scrubber ships we can get our 
hands on.” 

According to the latest survey by 
Alphaliner, the number of ships undergo-
ing scrubber installation had fallen to 84 
on 20 January – down from 104 units on 
6 January. As long as the premium for 
LSFO remains significant – it is currently 
around $200 per ton in Rotterdam and 
$250 per ton in Singapore – it follows that 
scrubber-fitted ships will be in great 
demand regardless of any weaknesses that 
might develop in the overall charter 
market. 

In this respect, the outbreak of the 
coronavirus in China and subsequent 
delay in a return to manufacturing after 

rier’s vessels already have scrubbers systems installed, and during 
the firm’s most recent earnings call presentation, CEO Soren 
Skou was far from optimistic on the redelivery schedules of the 
remainder of the programme. “The visibility, frankly, right now 
is not that good because it’s not clear that shipyards can actually 
deliver what they promised,” said Mr. Skou. 

Notwithstanding the possible breach of their scrubber instal-
lation contracts before the virus outbreak, the lockdown of 
Chinese yards caused by Covid-19 has led the Chinese govern-
ment to allow the shipyard companies to declare force majeure 
on their newbuilding and scrubber contracts, making it virtually 
impossible for MSC and Maersk to succeed in any compensation 
claims. 

Meanwhile, Alphaliner said the number of containerships 
out of action for scrubber retrofits had increased in the past three 

weeks, to reach a new high of 111 units for 1.02 million TEUs 
of capacity.  This suggests that despite the substantial delays, 
shipowners have not lost their appetite for scrubbers. 

Oil prices have fallen this month, dragged down by the neg-
ative impact of Covid-19, but at around $300 per tonne for HFO, 
compared with approximately $450 for LSFO, there is still a sig-
nificant cost advantage for carriers operating ULCVs, where the 
daily bunker consumption at sea can be 75-100 tonnes a day.  

According to commodity consultancy CRO, there are 3,756 
cargo ships that either have scrubbers installed or waiting to be 
fitted, out of a global merchant fleet of some 53,000 vessels, and 
it expects the percentage to increase to around 15 per cent by 
the end of the year. 

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

the Chinese new year, is likely to be a 
drag on the market as carriers void further 
headhaul sailings from Asia. In the 
absence scrubber-fitted ships, charterers 
are looking for the most fuel-efficient 
designs on offer, with the probability that 
aging fuel-guzzling vessels will become 
early candidates for recycling.  

And carriers that decided at an early 
stage on a pro-scrubber strategy, such as 
MSC and Evergreen, are set to enjoy a sig-
nificant cost advantage over 
predominately anti-scrubber peers such as 
Maersk, Hapag-Lloyd and ONE. 

A carrier source told The Loadstar 
recently that, on its Asia-North Europe 
route, it was now budgeting to recoup the 
direct cost of scrubber retrofits in just over 
six months. “Of course, it has cost us 

quite a lot of money to position the ships 
at the shipyards and charter temporary 
replacements, but the fuel cost savings are 
already substantial, and that will give us a 
significant advantage for as long as the 
premium for low-sulphur bunkers contin-
ues,” he said. 

And shippers that have mostly agreed 
to pay carriers’ low-sulphur fuel charges 
do not appear to have differentiated 
between container lines on the quantum 
of the amount payable, with several major 
forwarders calculating their own contribu-
tion regardless of whether the carrier 
deploys scrubber-fitted ships or not within 
its fleet. 

Reprinted courtesy of The Loadstar 
(www.theloadstar.co.uk)
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Battle to ban scrubbers heats up, despite claims of 
even lower-sulphur results 
BY MIKE WACKETT

Scrubbers are removing more sul-
phur from exhaust gas emissions than 
actually required by the IMO 2020 sul-
phur cap regulations, according to the 
Clean Shipping Alliance (CSA) ship opera-
tor members. On 1 January, the limit on 
sulphur emissions for maritime shipping 
was cut from 3.5 to 0.5 per cent, but 
scrubber technology is capable of reduc-
ing the level to 0.1 per cent, the 
maximum allowed for ships transiting des-
ignated SECA (sulphur emission control 
area) regions of the world. Moreover, the 
CSA members said, “despite initial instal-
lation problems” there had been “little in 
the way of mechanical breakdown, corro-
sion or non-compliant operation”. 

Addressing delegates during the 
recent CSA 2020 event in London, multi-
purpose vessel operator Spliethoff’s 
technical director, Arne Hubregtse, said: 
“We have not had any major problems.” 
Despite criticism scrubber technology has 
received from environmental groups, Mr. 
Hubregtse said it remained “the best inter-
mediate solution we have until a 
zero-emission propulsion solution is 
found”. 

On the issue of corrosion prevention, 
Capt Robert Hughes, COO of Genco Ship-
ping and Trading, said his company had 
decided to put an extra engineer on board 
its ships to focus on the scrubber opera-
tion.  We operate in a saltwater 
environment and things do rust. If you’re 
working on anything in the marine envi-
ronment it will break down, so you need 
to have a plan of action in place,” he said. 

Open-loop scrubbers, using sea water 

to separate the sulphur content from HFO 
(heavy fuel oil) for onboard storage and 
disposal ashore, are the most common 
type of the thousands of systems installed 
on ships over the past year. The water 
used for cleaning the sulphur is dis-
charged back into the sea, which the CSA 
claims is perfectly safe for marine ecosys-
tems. However, more than 80 ports 
around the world have banned the use of 
scrubbers in their territorial waters, and 
ships must switch to run their engines on 
LSFO (low-sulphur fuel oil) when entering 
their jurisdiction. Moreover, anti-scrubber 
campaigners, including the Brussels-based 
NGO, Transport & Environment, (T&E) 
have lobbied shipping regulators at the 
IMO to ban their use entirely.  

A report to the United Nations 
agency suggested the use of scrubbers was 
a potential risk to the food chain from the 
PAHs (polycyclic aromatic hydrocarbons) 
being pumped into the sea as wash water. 
At a meeting of the IMO sub-committee 
on pollution prevention and response in 
London last month, the working group 
finalized its guidelines for the installation 
and testing of scrubber systems, covering 
“continuous monitoring requirements and 
discharge water quality”, including a max-
imum PAH concentration. The guidelines 
note that “discharge water quality criteria 
should be reviewed in the future as more 
data becomes available”. 

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

IMO prepares to ban ships carrying HFO and has 
another look at scrubbers 
BY MIKE WACKETT

IMO’s sub-committee on pollution prevention and response 
(PPR) will shortly finalize details of the ban from 1 March on the 
carriage of HFO (heavy fuel oil) on ships not fitted with scrubbers. 
The agenda for the London meeting also includes scope for fur-
ther work on revising the guidelines for the use of the exhaust gas 
cleaning system alternative to LSFO (low-sulphur fuel oil) in the 
light of the experience gained post IMO 2020. 

The complementary MARPOL amendment to the 0.5 per 
cent sulphur cap on ships’ fuel, in force since 1 January, made it 

illegal after 29 February for vessels that do not have scrubber sys-
tems installed to have HFO on board in fuel tanks. Industry 
consensus is that IMO 2020 caused very little disruption and that 
possible shortages of the ‘new normal’ compliant LSFO (low-sul-
phur fuel oil), or even HFO for scrubber-fitted vessels, have been 
overcome, at least at the main bunker hubs. 

However, it remains to be seen how compliant with the new 
rules the shipping industry turns out to have been, given that 
much of the responsibility for policing IMO regulations comes 
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Ocean carriers unlikely to recover the full cost of IMO 
2020 compliance 
BY MIKE WACKETT

under the auspices of its member states. 
Indeed, the Trident Alliance, an industry 
group set up to ensure a level playing field 
on the enforcement of the sulphur cap, 
says it is “still early days” in assessing the 
success of IMO 2020. Talking to Ship & 
Bunker  last week, Chair of the group, 
Roger Strevens, said the data needed 
would only be available later in the year. 
By then, he said, a comparison could be 
made on the amount of HFO that had 
been purchased against the known base 
requirement for scrubber-fitted vessels. 
“That will be a very interesting compari-
son,” said Mr. Strevens. 

Installing scrubbers has been 
accepted by IMO flag states as an alterna-
tive means of meeting the new sulphur 
limit. It resulted in all sectors of the mar-
itime industry investing billions of dollars 
in retrofitting scrubber systems on exist-
ing tonnage and specifying installation on 
newbuilds. Since the 0.5% sulphur cap 
became law, shipping lines that invested 
in scrubbers have saved millions of dollars 
in the cost of bunker fuel, as the premium 
for LSFO has ranged from $200-$300 a 
tonne. 

However, the process of the most 
popular open-loop scrubber systems, 
which use sea water to separate the sul-
phur content, which is then stored 
onboard for later discharge at port before 

the ‘wash water’ is discharged back into 
the sea, has attracted negative press, 
resulting in the use of open-loop scrubbers 
being banned in the jurisdictions of more 
than 80 ports around the world. 

The sub-committee is tasked with 
continuing its work on revising the 2015 
guidelines for scrubbers – aimed at 
“enhancing the uniform application” of 
the guidance. To assist its work, the sub-
committee will have a report submitted 
by the Joint Group of Experts on the Sci-
entific Aspects of Marine Environmental 
Protection, containing its conclusions on 

the environmental effects of discharged 
wash water from scrubbers. The report, 
leaked to The Guardian newspaper, appar-
ently warns that toxins remaining in the 
wash water could harm the food chain. 

A pro-scrubber lobby group of ship 
operators, the Clean Shipping Alliance, 
has constantly defended the use of 
exhaust gas cleaning systems as a “safe 
and effective means of complying with 
IMO 2020”, citing supporting data from 
six independent studies. 

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

Notwithstanding the significant 
impact to the bottom line of ocean carri-
ers from the Covid-19 outbreak, it is also 
becoming increasingly apparent that they 
have failed to pass on all of the extra cost 
of IMO 2020 cleaner fuel legislation to 
their customers. According to Bimco’s 
chief shipping analyst, Peter Sand, con-
tainer freight rates have not risen 
sufficiently to cover the price of compli-
ance. “The hike this year was not enough, 
with the market offering little support to 
carriers attempting to pass these costs on 
fully,” said Mr. Sand. He noted that con-
tainer lines’ surcharge mechanisms had 
been “widely criticized for not being 
transparent, or for being too complex to 
understand, leading to carriers having 
trouble implementing them”. He added: 
“Those that have succeeded may have 
done so by lowering the underlying 
freight cost such that the total price ship-
pers’ pay has not changed much.” 
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He said comparing the January average of the comprehensive 
spot market Shanghai Containerized Freight Index (SCFI) and the 
longer-term market China Containerized Freight Index (CCFI) – 
reflecting the seasonal pre-CNY cargo rush and unaffected by 
Covid-19 – both indices were recorded above the six-year aver-
age, “but not remarkably so, and not enough to cover the 
additional fuel costs”. 

However, according to a report published today by Alix Part-
ners, the frustration felt by many customers at the way carriers 
calculate and communicate surcharges “is likely to lead to all-new 
pressure this year on container shipping players to contain prices 
and to standardize industry pricing formulae, including fuel 
bunker adjustment factors – a pressure campaign that could be 
led by eastbound transpacific mega-shippers who have a history of 
driving changes in the way carriers do business”. 

Esben Christensen, global co-leader of the transport and 
infrastructure practice at AlixPartners, added: “The wide spreads 
today between the costs of intermediate- and low-sulphur fuels 
might suggest that installing scrubbers should at least be consid-
ered; however, carriers need to carefully consider the details of if 
and how they go about converting vessels, plus other longer-term 
factors such as whether smaller and more-remote ports might be 
challenged to secure adequate low-sulphur fuel supplies.” 

Indeed, a failure to pass on the extra cost of the IMO’s sul-
phur cap is seen as a high risk in Maersk’s 2020-2024 business 
strategy of achieving a “likelihood” factor of over 25 per cent. The 

analyst said: “In the short-term, the risk is that Maersk will not be 
able to recover the additional cost from its customers.” The risk 
analysis noted that its competitors could have “more cost-effec-
tive compliance strategies than Maersk” by their decisions to 
install more scrubbers on ships. 

Maersk plans to have just 10 per cent of its 700-ship fleet 
fitted with the exhaust gas cleaning systems, whereas its main 
challenger for the top rank, MSC, will have over half of its 574-
strong fleet equipped with scrubbers by the end of this year. 
Maersk CEO Soren Skou alluded to the problem during the 
group’s recent earnings call when he said that although the recov-
ery of BAFs “had gone to plan so far”, there were around half of 
contracts still to be negotiated which would take place against “a 
weak environment”. 

Meanwhile, Mr. Sand said that although fleet growth would 
be lower than last year, at around 2.5 per cent – representing the 
first time in four years that deliveries would be below one million 
TEUs – demand growth was likely to be no better than the 0.8 
per cent for 2019; and that is without factoring-in the effect of 
Covid-19 on demand.  

“A prolonged downturn in Chinese manufacturing may 
result in a boost in exports once the virus is contained and man-
ufacturing is back at its usual capacity,” said Mr. Sand. However, 
he added that any spike in demand would be “unlikely to make 
up for lost volumes earlier in the year”. 

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

London. “HFSO is still available in all the 
main ports, but bunker barges are becom-
ing increasingly tight, which means that 
suppliers are concentrating on contract 
volumes and there is limited spot market 
availability – and where there is some, it 
will take seven to ten days to arrange. 

“The HFSO spot market is very tight in 
the Middle East – only three out of ten 
suppliers in Fujairah responded to a quote 
we put out there recently.  It is even 
tighter in Saudi Arabia, where they have 
stopped issuing prices on the spot market, 
and it appears that all HFSO is now going 

Shipping lines that have invested in 
scrubber technology to comply with IMO 
2020 low-sulphur regulations may be 
forced to reconsider the wisdom of their 
investment, as fuel producers appear to be 
looking for ways to push prices up. Since 
the introduction of the legislation this 
year, the price differential between the 
now-outlawed high-sulphur fuel oil 
(HFSO) and low-sulphur fuel oil (LFSO) 
has been around $200 a tonne. However, 
the declining availability of HFSO is forc-
ing its price up and causing headaches for 
shipowners keen to see a return on their 
investment in scrubber systems which 
allow ships to continue to burn the fuel. 
“The spread of HFSO and LFSO is narrow-
ing because the former is becoming more 
expensive and people are trying to make 
money out of it – prices of HFSO are going 
to go up. 

“With the advent of IMO 2020 we 
expected the price of HFSO would come 
down a lot more than it has, but the 
refineries took action to reduce the 
supply,” said Ian Lamerton, sales manager 
at bunker broker LQM Petroleum Serv-
ices, speaking at the Clean Shipping 
Alliance annual general meeting in 

Carriers that invested in scrubbers may find the cost 
higher than expected 
BY GAVIN VAN MARLE
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to their power stations. 
“It is much more available in Asia, but the issue there is the 

availability of bunker barges – about half of the barges in Singa-
pore have been cleaned up to carry LFSO,” he said. 

One of the major issues is the way that ships are refuelled – 
typically ocean-going ships are refuelled by bunker barges that tie-
up alongside while in port or at anchor, and once those barges 
have been cleaned to carry LFSO, they cannot carry HFSO for fear 
of fuel contamination. 

“In Europe, the situation is also tight – last week I would 
have said that there was good availability in Rotterdam but that 
has now changed,” said Mr. Lamerton. “We recently sent out 
requested quotes to bunker a VLCC [very large crude carrier] and 

I would normally expect five bids; but we only had two and there 
was no room for negotiation.” 

And to add further uncertainty, French refiner Total 
responded to environmental pressure and stated last week that 
would stop selling HFSO to power stations – the other major con-
sumer of the fuel. “And I think this will mean that it will also stop 
selling HFSO to the shipping industry for the same reason,” said 
Mr. Lamerton. “For shipowners that have contracts, this situation 
may not be much of a problem, but it might well become more 
difficult after those contracts have expired. “Meanwhile, the 
supply of LFSO on the sport market is completely different – in all 
regions there is good availability,” he added. 
Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

The financial cost of meeting the International Maritime 
Organization’s 2050 shipping industry emission targets could be 
as much as $1.4 trillion over the next 30 years. The sum – equiv-
alent to the Spain’s national GDP  – would be spent on helping 
shipping reach the 2050 target of emitting just 50 per cent of 
2008 levels, according to a report from the University of London’s 
maritime research unit and the Getting to Zero Coalition. 

Aiming for zero emissions by that date would push the cost 
to $1.9 trillion, it added, although Johannah Christensen, head of 
projects & programmes at Global Maritime Forum, a partner of 
the Getting to Zero Coalition, was sanguine at the scale of funds 
needed. He says the investment should be seen in the context of 
global investments in energy, which in 2018 amounted to $1.85 
trillion. This illustrates that the cost of “shipping’s green transition 
is considerable, but certainly within reach if the right policy meas-
ures are put in place”. 

The lion’s share of the cost – requiring the industry to invest 
$50-70 billion annually from 2030 to 2050 – would be on land-
based projects rather than vessels. Some 87 per cent would be 
needed for investment in the production of low-carbon fuels and 
the land-based storage and bunkering infrastructure needed for 
their supply, while the remaining 13 per cent would be vessel-
related and include the machinery and onboard storage required 
for a ship to run on low-carbon fuel. Ship-related investments 
would also include projects to improve energy efficiency, which 
are expected to increase due to the higher cost of low-carbon 
fuels compared with traditional marine fuels.  

“Much of shipping’s decarbonization will take place on land. 
It is a systemic transformation that goes beyond the capabilities of 
the maritime industry alone,” said Lord Adair Turner, Chair of the 
Energy Transitions Commission. “We need to bring together the 
full range of upstream and downstream fuel value chains to 
unlock shipping’s shift to zero-carbon energy sources. Done right, 
this represents a trillion-dollar market opportunity.” 

Michael Parker, chairman of global shipping logistics & off-
shore at Citi, added: “Sustainable investing is here to stay. We 
foresee that there will be a great appetite for investments in sus-
tainable infrastructure projects that help reduce greenhouse gas 
emissions.” 

The report also suggests that these could be financed “rela-
tively easily” by imposing a levy on ships’ CO2 output. “The 
starting level for a carbon levy should be $10 per ton of CO2, and 
$50-$75 per ton of CO2 around 2030. $10 per ton would corre-

Shipping’s bill for meeting IMO 2050 emissions target 
could be US$1.4 trillion 
BY GAVIN VAN MARLE
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DP World to delist from Dubai stock exchange  
in bid to go private 
BY GAVIN VAN MARLE 

Dubai-based container terminal oper-
ator DP World is set to delist from the 
Dubai Nasdaq stock exchange after major-
ity shareholder Ports & Free Zone World 
(PFZW) offered to acquire the 20 per cent 
of shares it does not own. In a statement 
to the Dubai stock exchange, the com-
pany said minority shareholders had been 
offered $13 per share, which valued DP 
World at $13.9 billion, and added that 
after the sale the company would be 
delisted from the stock exchange. 

PFZW is owned by the government-
controlled Dubai World investment 
vehicle. DP World management 
explained that it supported the delisting. 
“DP World’s Board strategy is to trans-
form DP World from a global port 
operator to the world’s leading infrastruc-
ture-led global supply chain solutions 
provider. “The Board believes DP World is 
well placed to take advantage of the 
investment opportunities arising in the 
marketplace, thanks to its global footprint, 
high exposure to origin and destination 
cargo, ownership of key port assets and 
strong relationships with cargo 
owners. These core capabilities have been 
supplemented by DP World’s investments 
in building end-to-end supply chain capa-
bility, particularly through the acquisitions 
it has undertaken in the last 24 months.” 

Chief Executive Sultan Ahmed bin 
Sulayem said: “The global ports and logis-
tics industry has been undergoing a 
significant transition as a result of the con-
solidation of the customer base and the 
vertical integration of several competitors. 
DP World must be able to continue 
responding effectively to this rapidly 
changing landscape and to invest in the 
future. Returning to private ownership 
will free DP World from the demands of 
the public market for short-term returns, 
which are incompatible with this indus-
try, and enable the company to focus on 
implementing our mid-to-long-term strat-
egy to build the world’s leading logistics 

spond with an annual fund of $8 billion. A price of $75 per ton 
would correspond to an annual fund of $70 billion,” it said. 

Tristan Smith, reader at the UCL Energy Institute and one of 
the report’s authors, explained: “Energy infrastructure and ships 
are long-life capital-intensive assets that normally evolve slowly. 
In the next three decades, however, our analysis suggests we will 
see a disruptive and rapid change to align to a new zero carbon 
system, with fossil fuel aligned assets becoming obsolete or need-

ing significant modification. “Even though regulatory drivers of 
this system change, such as carbon pricing, are only starting to be 
debated, the economic viability of today’s investments and even 
the returns on recent investments will be challenged, and the 
sooner this is factored into strategies and plans, the better,” Dr. 
Smith added. 

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

provider, backed by our globe-spanning 
network of ports, economic zones, indus-
trial parks, feeders, and inland transport. 
Our focus will continue to be on integrat-
ing our acquisitions with our global 
network of interconnected ports, logistics 
businesses and economic zones. DP 
World’s world-spanning footprint puts us 
in a strong position to lead the disruption 
of the industry creating a better future for 
all cargo owners through smarter trade.” 

Alongside the purchase of shares, 
PFZW has also committed to a $5.15 bil-
lion cash injection “to assist Dubai World 

in discharging its outstanding obligations 
to its commercial bank lenders, so that DP 
World can implement its strategy without 
any restrictions from Dubai World’s credi-
tors”.  

DP World has been the most active 
M&A port operator in recent years, under-
lined by last week’s news that it had 
agreed to take a 51 per cent stake in 
Ukrainian terminal operator TIS, in the 
port of Yuzhny. 

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



60 • Canadian Sailings • March 23, 2020

CSAV now Hapag-Lloyd’s largest shareholder 
BY GAVIN VAN MARLE

Chilean shipping company CSAV has 
become the largest single shareholder in 
Germany’s Hapag-Lloyd, overtaking Klaus 
Michael Kuehne’s investment fund. In 
January, the Chilean company, which 
became a large, but minority, shareholder 
in Hapag-Lloyd following the 2015 
takeover of CSAV’s container shipping 
assets, boosted its stake from 27.8 to 30 
per cent after acquiring shares from Qatar 
Holdings, which reduced its stake from 
14.5 to 12.3 per cent, according to Alpha-
liner. 

CSAV general manager Oscar 
Hasbun described the purchase as “a new 
example of our long-term commitment to 
Hapag-Lloyd and our confidence in stabil-
ity that the company has given the 
shareholders’ pact that we have with 
Kuehne Maritime and the city of Ham-
burg.” 

The additional shares cost CSAV 
around US$330 million and was accom-
panied by the company’s decision to exit 
the car-carrying ro-ro business, which it 
said had “historically represented less 
than 1 per cent of the total assets of CSAV. 
“The decision was taken by CSAV in the 
context to focus all its economics and 
administration efforts on managing and 

developing its main business: its stake in 
the German shipping company Hapag-
Lloyd,” it said in a statement. 

Qatar Holdings became a Hapag-
Lloyd shareholder, along with Saudi 
Arabia’s PIF, when it sold UASC to Hapag-
Lloyd in 2017. The new shareholding 

structure of Hapag-Lloyd is: CSAV 30 per 
cent; Kuehne Maritime 29.6 per cent; 
City of Hamburg 13.9 per cent, Qatar 
Holdings 12.3 per cent; and PIF 10.2 per 
cent. The remaining 4 per cent is publicly 
traded. 

Reprinted courtesy of The Loadstar 

Algoma Central report 2019 results
Algoma Central Corporation 

announced its results for the year ended 
December 31, 2019. 

Consolidated revenue in 2019 was 
$567.9 million, an increase of 12 per cent 
compared to $508.2 million reported in 
2018. The increase in revenue was prima-
rily a result of having additional vessels in 
operation, improved rates and strong cus-
tomer demand in both the Product Tanker 
and Ocean Self-Unloader segments. In the 
Domestic Dry-Bulk segment, revenue 
decreased primarily due to lower fuel 
costs, which are passed through to cus-
tomers as part of the freight rate. While 
dry-bulk volumes were lower overall due 
to the reduction in capacity compared to 
2018, this was largely offset by strong 
freight rates as a result of favourable con-
tract renewals. 

Net earnings for 2019 were $24.1 
million, a decrease of $26.8 million com-
pared to 2018. Earnings in 2018 included 
an after tax gain of $10.2 million on cer-
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Maersk group sails into the red and warns that Q1 20 
will be ‘really weak’ 
BY MIKE WACKETT

A $61 million loss in Q4 dragged 
Maersk to an overall net loss of $44 million 
last year. And the Danish transport and 
logistics group remains concerned about 
the impact on all its businesses of the 
Covid-19 outbreak in China. 

Top line revenue from operations was 
down slightly on the previous year, at $38.9 
billion, with the contribution from ocean 
unchanged at $28.4 billion. Liner liftings 
were also static, at 26.6 million TEUs, and 
its average rate per TEU was unmoved, at 
$940, despite bringing in IMO 2020 sur-
charges in Q4. 

CEO Søren Skou warned analysts that 
the first-quarter 2020 results would be “sig-
nificantly impacted” by the Covid-19 crisis, 
but would not be drawn on the extent of 
the damage, which he said was too early to 
assess. After more than 50 cancelled sail-
ings from China, Mr. Skou said earnings 
this month would be “really, really weak”, 
and that even if production and intermodal 
recovered quickly, March would be “diffi-
cult”. 

Nevertheless, Mr. Skou suggested, 
there could be a “v-shaped recovery” from 
April that would see a significant spike in 
demand from the backlog of pent-up 
orders. “China’s role in global supply chains 
is much bigger now than it was when the 
SARS epidemic happened more than 15 
years ago, so today many factories in South-
east Asia rely on parts, raw materials or 
semi-finished goods from China, so we will 
see. But if we end up with a v-shaped 
recovery then we could see an overshoot-
ing in the later part of Q2,” said Mr. Skou. 
If necessary, he said, Maersk would deploy 

extra sailings, sourced from the charter 
market, to cater for the additional demand. 

Mr. Skou also spoke of the challenge of 
IMO 2020 and recovering the extra costs of 
having to use low-sulphur fuel from ship-
pers. For the carrier’s spot cargo, which 
now represent some 50 per cent of its lift-
ings, Mr. Skou said surcharges had been 
successfully implemented.  For contracts, 
Maersk is about halfway through its negoti-
ations and Mr. Skou said it was a case of “so 
far, so good” – but he did have some con-
cerns about the remaining contract 
negotiations, coming in a “weak environ-
ment”. 

In Maersk’s Terminals & Towage seg-
ment, revenue increased by 3.2 per cent to 
$3.9 billion, with turnover from its gateway 
terminals up 4.1 per cent to $3.2 billion. 

But, Logistics & Services saw revenue 
decline, to $6 billion from $6.1 billion the 
previous year, as the “extraordinary” vol-
umes of Q4-18 gained from the 
front-loading of cargo ahead of US tariffs on 
Chinese goods, were not repeated. 

Maersk has announced the $545 mil-
lion acquisition of US-based warehouse 
distribution and logistics firm Performance 
Team which it said formed a “strategic com-
ponent towards becoming a global 
integrator”.  

Maersk said it expected an EBITDA of 
about $5.5 billion this year, before restruc-
turing and integration costs, but warned 
that the 2020 outlook was “subject to sig-
nificant uncertainties”. 

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

tain shipbuilding contract cancellations whereas earnings in 2019 
included a $15.5 million impairment provision related to the Com-
pany’s investment in the NovaAlgoma Short Sea Carrier joint 
venture. Adjusting for these two items, net earnings were down 
$1.0 million in 2019, compared to 2018. 

Fiscal 2019 highlights included the acquisition of three ves-
sels for its ocean self-unloader business, bringing the number of 
Algoma vessels in the fleet to eight. The larger fleet size con-
tributed to a 46 per cent increase in operating earnings, driven by 
growing customer demand, higher volumes and improved freight 
rates. 

In addition, Algoma increased its Product Tanker fleet capac-
ity by 32 per cent through the addition of a seventh full-size tanker 
early in the year, resulting in a more than tripling of segment oper-
ating earnings. Continued high customer demand led to a 34 per 
cent increase in segment revenue, which was met, in part, with 
continued use of outside chartered capacity. 

Algoma also capitalized on improvement in market rates on 

nearly 40% of Domestic Dry-Bulk segment volumes, offsetting the 
decrease in fleet capacity of one ship. Earnings were lower in the 
segment as a result of increased winter lay-up and dry-dock spend-
ing compared to 2018.  

At $1.05 per share, adjusted earnings per share were virtually 
unchanged from $1.06 in 2018. Basic earnings per share were 
$0.63 per share, compared with $1.32 in 2018. 

“We experienced solid results overall in fiscal 2019 and 
despite a few challenges, I am really pleased with the outcome,” 
said Gregg Ruhl, President and CEO. “This was a busy first year as 
President and CEO; we took delivery of our eighth Equinox Class 
vessel, purchased three ocean self-unloaders and one product 
tanker, and began construction of another two vessels. Addition-
ally, we renewed several key customer contracts with favourable 
outcomes and we are already seeing positive results as a conse-
quence. I want to thank everyone at Algoma for all of their hard 
work setting us up for a successful future” continued Mr. Ruhl.
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As Covid-1 goes global, Maersk prepares for a major 
financial hit 
BY MIKE WACKETT 

As the Covid-19 crisis continues, and begins to impact 
global stock markets, Maersk’s guidance for an EBITDA reduc-
tion of $200 million, compared to 2019, looks increasingly 
inadequate. In fairness to the Danish logistics giant, though, no 
economics experts can realistically claim to accurately predict 
the final financial damage from Covid-19. And its peers, like 
MSC, with its additional investment in the cruise line business 
that is likely to be hammered by the virus, and the highly-lever-
aged CMA CGM, also face considerable uncertainty in the 
coming months. But, as the world’s biggest container carrier, 
Maersk has the largest exposure to a global slowdown induced 
by a Covid-19 pandemic. 

During the carrier’s earnings call in late February, Maersk 
CEO Søren Skou confirmed that the virus outbreak was impact-
ing all its businesses; particularly in Ocean, where around 30 per 
cent of its total trade will be directly affected, given the impor-
tance of China to global trade. “We also have a terminals 
business and a significant logistics and warehousing business in 
China,” said Mr. Skou. 

Stating that an EBITDA result this year of $5.5 billion, com-
pared with the $5.7 billion for 2019 was “our best estimate, 
given what we know today”, Mr. Skou added. “I don’t think we 
can give more guidance to our guidance… there’s not the kind 
of visibility that we would like to have and there’s still plenty of 
risk out there.” 

Maersk has highlighted ten key risks it faces in achieving its 
2020-2024 business plan, and at the time the risk landscape 
analysis was probably compiled, Covid-19 was unheard of. At 
the top of Maersk’s key risk analysis is the potential for a “failure 
of its ocean strategy”. It said that in order for its ocean business 
to be stable “it must be de-commoditized”. “In the current state 
of the container liner industry, most players are price takers 
almost entirely dependent on supply and demand,” it said. It 
needed to provide “added-value propositions to customers” 

through the development of different products, such as its 
Maersk Spot offering, which it claims now accounts for 24 per 
cent of its spot bookings – just under half of its total spot liftings. 

Second in its risk list is failure to recover the cost of IMO 
2020 from its customers. 

“In the short-term, the risk is that Maersk will not be able 
to recover the additional cost from its customers,” said the 
analysis. One element of that risk was that the “demand-supply 
balance makes recovery of the added cost difficult”. It noted, 
however, positively that “tendered contracts are being con-
cluded with new bunker adjustment factor clauses”. Indeed, Mr. 
Skou confirmed that at the halfway stage of contract negotia-
tions, it was a case of “so-far-so-good”.  He did however have 
some concerns that the remaining contracts would be renewed 
against a weak freight rate background. 

The third risk identified in the analysis is that as Maersk 
implements its integrator strategy, it could lose cost discipline. 
Its transformation into “a global integrator of container logistics” 
would entail “some dilemmas in its Ocean business in respect of 
cost excellence as the product offering broadens and flexibility 
towards customers is required”. 

Maersk’s risk analysis number four is being hit by another 
cyberattack; fifth is failure to build a strong logistics and services 
business; six is being hit by a large compliance case; seven is the 
failure to build industry-leading technology platforms; eight is 
failure to implement end-to-end core processes; and nine the 
failure to sustainably complete the transformation of APM Ter-
minals, given that the business has several of its operating 
concession agreements expiring or up for renewal soon. 
Number 10, and the final risk identified, is that Maersk may not 
have the skills within its organization to achieve its ambitious 
transition. 

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)
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Hapag-Lloyd 2019 profits soar as cost savings 
compensate for soft Q4 
BY ALEX LENNANE

Hapag-Lloyd enjoyed a near-doubling 
of EBIT to €811 million ($875 million) in 
2019, according to preliminary figures, 
but saw a softer fourth quarter. EBITDA 
for the year was up 74 per cent to €1.9 
billion for the shipping line, which said 
the biggest drivers of the change were 
improved freight rates and “rigorous cost 
and revenue management”. 

Revenues were up 9 per cent to 
€12.6 billion, with the average freight 
rate over the year up 2.6 per cent. The 
company said it had a “stronger focus on 
more profitable tradelanes”. 

Costs also fell: there were lower 
expenses for the handling and inland 
transport of containers, as well as a 
slightly lower average bunker consump-
tion price of $416 per tonne, down from 
$421 a year earlier. But, while the year’s 
results showed improvement, they were 
driven by a strong first nine months, in 
which EBIT rose 115 per cent to €643 
million. Net results were up by more than 
2,000 per cent, from €13 million to €297 
million. The average freight rate was up 
4.2 per cent to $1,075/TEU. 

However, the fourth quarter was 
softer, with a lower freight rate, at 
$1062/TEU, while revenues fell slightly 
year on year. 

This meant Hapag-Lloyd marginally 

missed its volume targets for the year. It 
had said “Hapag-Lloyd intends to increase 
the transport volume organically in line 
with market growth”, which, according 
to IHS Markit in September 2019, was 
expected to be 1.9 per cent growth in 
TEUS. Hapag-Lloyd saw growth of just 1.3 
per cent over the year. 

The line’s 2019 strategy included 
achieving further cost savings, which are 
expected to reach $350 to $400 million a 

year by 2021, improving revenue quality 
and developing its partnerships via THE 
Alliance. By 2023 it has more significant 
aims, including a desire to increase its 
door-to-door business by more than 40 per 
cent, to have a global market share of 
more than 10 per cent in both reefers and 
general cargo and to be seeing 15 per cent 
of its bookings, by volume, made online. 

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

HMM unveils 2019 results as SM Line replaces it in 2M 
transpac tie-up 
BY GAVIN VAN MARLE

Despite a decline in fourth-quarter revenues, South Korean 
carrier Hyundai Merchant Marine (HMM) saw annual sales last 
year increase by 5.6 per cent, allowing  a return to profitability in 
Q4. It said its 2019 revenue was KRW5.5 trillion (US$4.72 bil-
lion), while its operating loss narrowed 45.6 per cent to KRW304 
billion, as it prepares to join THE Alliance and begin deploying its 
new series of ultra-large container vessels (ULCVs) at the begin-
ning of April. The reduced operating loss represented a substantial 
improvement for the company on the KRW558.7 billion ($479 
million) of red ink in 2018. 

However, while Q4 revenue declined 6.4 per cent to 
KRW1.35 trillion, due to “bearish market conditions and weaken-
ing freight rates”, it said higher utilization levels had helped it 
improve its balance sheet in the final quarter after it posted an 
operating loss of KRW38.9 billion (US$33 million) – which repre-
sented a 40.8 per cent improvement over 2018’s final quarter 

operating loss of KRW65.7 billion ($56 million). 
In its outlook for this year, HMM said: “In 2020, uncertain-

ties stemming from the outbreak of COVID-19, rising concerns 
over a global economic downturn, and the impact of the US-
China trade conflict are weakening the prospects for rises in trade 
volume. HMM will focus on increasing profitability by providing 
differentiated value-added services and improving its business 
structure through managerial innovation including its full com-
mitment to digital transformation,” it added. 

And while it prepares to end its slot-sharing agreement with 
the 2M partners to join THE Alliance, its compatriot SM Line was 
seen to have signed a deal with Maersk and MSC to share space 
on a number of transpacific services. 

According to MSC, the agreement “is separate from the 2M 
vessel sharing agreement between MSC and Maersk, and the 
services of 2M and SM Line will complement each other. It con-
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HMM set to take delivery of the latest ‘world’s biggest 
boxship’ in April 
BY GAVIN VAN MARLE

sists of a combination of slot exchanges 
and slot purchases among the three par-
ties and it is subject to regulatory 
approval”. The agreement covers six serv-
ices, three of which call at the California 
hubs of Oakland, Long Beach and Los 
Angeles and three which cover the Pacific 
north-west ports of Vancouver, Prince 
Rupert and Seattle. 

The agreement will also see the 2M 
partners retuning to the port of Portland, 
which was dropped from container carri-
ers’ transpacific schedules after a crippling 
labour dispute in 2016, but returned to 
operations after SM Line inaugurated its 
Pacific North-west service this year, on 
which Maersk and MSC will charter slots. 

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

construction in China, which will have a 
capacity of 23,888 TEUs, and six at Sam-
sung, which will have a capacity of 23,764 
TEUs – deliveries will begin in April and 
December 2022, respectively. 

CMA CGM placed an order for nine 
23,112 TEU LNG-powered containerships 
with two Chinese yards , but although 
they have the same dimensions as the 
other Megamax designs, they will lose 
400-500 TEUs to the huge fuel tanks LNG 
requires. 

“Despite the differences in nominal 
capacities, all Megamax 24s have 24 bays 
in the length and load 24 rows of contain-
ers on deck.  There are 12 tiers of 
containers in the holds, while the calcula-
tions are based on 13 tiers on deck. The 
difference of 172 TEUs of capacity 
between the DSME and Samsung new-
buildings is entirely on the deck load,” 
Alphaliner explained. It said other lines 
were expected to join the Megamax club – 
“competing carriers are expected to place 
orders for this vessel class in the not-too-
distant future, with ONE and Hapag-Lloyd 
expected to be the next movers”. The ana-
lyst added: “Potentially, this could see 
orders for more LNG-powered ships 
and/or the first MGX-24 orders for Japan-
ese yards. But the world’s largest shipping 
line, Maersk, has so far restrained from 
committing to this vessel class, as has 
COSCO.”  

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

South Korean carrier Hyundai Mer-
chant Marine (HMM) is set to take the 
crown as operator of the world’s largest 
containership in April when it takes deliv-
ery of HMM Algeciras. According to a 
research note from Alphaliner, the line 
disclosed that the new vessel, the first in 
a series of seven under construction at the 
DSME yard in South Korea, will have a 
nominal capacity of 23,964 TEUs. 

The largest box ships currently oper-
ating are the six 23,756 TEU MSC 
Gulsun-class vessels delivered since last 
July and deployed on 2M’s Asia-North 
Europe services. HMM has said HMM 

Algeciras will be deployed on THE 
Alliance’s Far East-North Europe 4 serv-
ice. Aphaliner has dubbed this new breed 
of vessels the Megamax 24, which 
includes other vessels under construction 
for HMM and Evergreen, CMA CGM and 
MSC. 

Samsung Heavy Industries in South 
Korea is building a further five vessels for 
HMM that will have a capacity of 23,792 
TEUs, and will debut with the launch of 
HMM Oslo in April. MSC has an order at 
DSME for 12 vessels of 23,656 TEUs, six 
of which have already been delivered. 

Evergreen has four vessels under 
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More blank voyages as ONE expects a slide back into 
the red 
BY MIKE WACKETT 

Japanese carrier ONE has forecast a $49 million loss for the cur-
rent quarter, blaming weak demand following the Chinese new year. 
To mitigate the soft booking outlook, ONE and its member partners 
of THE Alliance will blank further sailings in Q1. The vessel-sharing 
group cancelled 12 voyages to Europe and 31 departures to North 
America in the final quarter of last year. 

The merged container businesses of K Line, MOL and NYK 
scraped a $5 million net profit in its third quarter (to 31 December) 
on turnover of $2.9 billion, largely due to a fall in bunker prices to 
an average of $417 per tonne, as its average freight rates declined 
on both the transpacific and Asia-Europe routes. 

Notwithstanding the negative trend in its second half year of 
trading, ONE said it still expected to record a full-year profit of $81 
million, up $21 million on its previous forecast, and a considerable 
improvement on the $600 million loss in the first year of the merged 
entity. “Cargo movement has been almost in line with our forecast 
for east-west trade, north-south trade and intra-Asia until the lunar 
new year in late January,” said ONE. Moreover, it said that in 
December there had been “some cargo rush to avoid the new 
bunker surcharges”, which boosted liftings. But it added: “On the 
other hand, we expect relatively weak cargo movement after the 
lunar new year and, accordingly, we plan to have additional void 
sailings, mainly under THE Alliance east-west trade, in accordance 
with the demand drop and to reduce operating costs.” 

ONE’s largest shareholder with a 40 per cent stake, NYK, said 
its liftings had “stagnated” in the quarter, which it blamed in part on 

a seasonal slower demand, but also on the impact of the US/China 
trade war. Indeed, according to ONE’s liftings data, in its third quar-
ter it carried 665,000 TEUs from Asia to North America, compared 
with 746,000 TEUs it transported in the same period the previous 
year. NYK said: “Freight rates did not rise during the summer peak 
season and were sluggish. In the third quarter, freight rates deterio-
rated in both the North America and Europe trades.” 

ONE noted that, in terms of cost optimization, it was ahead of 
forecast, with savings on the empty position of containers and 
agency overhead cost reductions assisting the bottom line. Never-
theless, according to ONE’s 30 per cent equity owner, MOL, the 
carrier will also face some additional costs in the current period: 
“some costs for reallocating vessels as a result of service restructur-
ing from April”. 

Commenting on IMO 2020 low-sulphur regulations, ONE 
reported that there had been a “smooth transition” to the use of 
LSFO (low-sulphur fuel oil) by its ships and said it “expected” to 
recover the additional cost of the bunker fuel by way of its OBS 
(ONE bunker surcharge). 

However, ONE appears to have changed its stance on the use 
of scrubbers, and said it now planned to retrofit the exhaust gas 
cleaning systems on its “core large ships”.  

ONE is the sixth-ranked global container line with a total 
capacity of 1,572,000 TEUs available on 220 ships, of which 147 
vessels are chartered in. It does not have any ships on order. 

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

Evergreen’s new digital platform ‘a logistics ecosystem 
game-changer’ 
BY SAM WHELAN

Taiwanese carrier Evergreen has joined the ranks of con-
tainer lines offering an online booking platform, GreenX, which 
provides shippers and forwarders “instant” quotes, allowing them 
to book space “with prioritized equipment within minutes”, the 
carrier said. 

The platform was launched in January and has received 
2,000 sign-ups so far.  

Evergreen claimed offering spot rates and giving customers 
the flexibility to make direct bookings would mean “breaking the 
traditional rules of contract negotiation”, which is normally car-
ried out in advance with volume commitments. 

GreenX is “a white-labelled solution” from BlueX Trade, a 
neutral “open freight marketplace” supplier. Sean O’Malley, 
BlueX Trade’s CEO said: “Evergreen’s deployment of GreenX is a 
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game-changing industry moment. It’s the first carrier deployment 
of a neutral, digital platform for bookings and trade services.” 
GreenX will also offer trade services, such as freight financing, 
insurance, customs brokerage, trucking and warehousing –
“everything [customers] need to move a shipment will be 
integrated into this logistics ecosystem”, said Evergreen. 

The carrier claimed it aimed to deliver an “integrated con-
tainer logistics solution” – a phrase consistently touted by Maersk 
to describe its own ambitions to provide more supply chain serv-
ices traditionally provided by freight forwarders. 

Maersk, alongside Hapag-Lloyd – which has so far shunned 
the idea of logistics integration – are the two front-runners in 
terms of online container bookings.  According to Lars Jensen, 
Chief Executive of SeaIntelligence, 24 per cent of Maersk’s spot 
bookings are made through its digital platform, Maersk Spot. “As 
Maersk approximately has 50 per cent of its business on spot and 
50 per cent on contract, this indicates an uptake of 12 per cent of 

its total business has moved online. This is up from 12 per cent of 
spot bookings a quarter ago – a doubling of the run-rate,” Mr. 
Jensen said. He noted that Hapag-Lloyd’s Quick Quotes this 
month is at 11 per cent of total weekly volume, and for 2019 vol-
umes, the carrier recorded 987,000 TEUs through Quick Quotes, 
equal to 8.2 per cent of its total volume, up from 278,000 TEUs 
in 2018. 

Mr. Jensen said: “Hence, we are at a point where the weekly 
run-rate on actual online bookings out of the total business is 
essentially the same for Maersk and Hapag Lloyd. 

“This development once again highlights the pressure on all 
carriers and forwarders alike to ramp up own capabilities in this 
arena. It is becoming very simple: either ramp up your own offer-
ings, or you risk losing access to a significant amount of the 
cargo.” 

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

CMA CGM liftings up in 2019, but new accounting rules 
and Ceva loss wipe out profits 
BY MIKE WACKETT

CMA CGM has posted a net loss of 
$229 million for 2019, compared with a 
profit of $34 million the year before. The 
French transport group’s result was 
dragged down by the $329 million nega-
tive impact of new accounting rules on 
vessel time charters and a $140 million 
loss by Ceva Logistics. However, CMA 
CGM remains bullish about its liner trade 
outlook and its ability to turn around the 
loss-making logistics arm,  despite the 
adverse effect of the Covid-19 outbreak 
on Chinese exports. 

Turnover at the group soared 29 per 
cent on the previous year, to $30.3 bil-
lion, boosted by $7.1billion in revenue 
from Ceva. Container liftings on its fleet 
of 502 vessels increased by an above-
industry par of 4.1 per cent, to 21.6 
million TEUs, which CMA CGM attrib-
uted to growth in its shortsea business, 
“strong growth” in intra-Asia and 
“organic growth” in the African and Latin 
American trades.  

“After an extremely robust January, 
the early part of the year has been marked 
by the Covid-19 crisis,” it said, 
and added: “There has been an upturn in 
volumes, and a major catch-up effect is 
expected once the health situation stabi-
lizes, as western countries will be seeking 
to rebuild their inventories”. CMA CGM 
said it expected to return to “normal 
capacity as of mid-March” out of China, 
as it reactivates its network following the 
crisis. Chairman and CEO Rodolphe 
Saade tweeted: “I observe an upturn of 
the economic activity in China; 80 per 
cent of the manufacturing units are again 

operational. And every day, more open. 
We are anticipating a rebound in volumes 
related to restocking.” 

Indeed, the Ocean Alliance has rein-
stated some blanked sailings this month, 
after an earlier-than-expected recovery in 
manufacturing and trucking.  A carrier 
source told The Loadstar last week it had 
been “pleasantly surprised” by the firm 
booking forecasts for the coming weeks. 
“Cargo is coming back onstream much 
earlier than we had expected in China, so 
we will be rehashing the number of load-
ers for the second half of March,” he said. 

Nevertheless, CMA CGM and its 
peers have lost millions in top line rev-
enue due to the Covid-19 restrictions 
which followed Chinese New Year and, 
even assuming pent up demand provides a 
liftings boost in the second quarter, they 
could find it a challenge to recover from 

Q1’s financial hit. Moreover, with the 
cashflow tap having been turned right 
down for several weeks, carriers without 
the benefit of deep pockets could become 
financially stressed in the coming months 
as they continue to be responsible for 
charter hire on their ships, along with 
their other usual fixed costs. 

Meanwhile, CMA CGM is persever-
ing with its goal of turning the Ceva 
acquisition from a negative asset to a pos-
itive for the group. In its “second-phase 
turnaround plan” for the logistics busi-
ness, it said it was “pursuing its strategic 
transformation plan, aimed at delivering 
strong revenue growth combined with a 
significant improvement in its profitabil-
ity”. 

Reprinted courtesy of The Loadstar 
(www.theloadstar.co.uk)
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March 19 
MARINERS’ HOUSE OF MONTREAL 
Italian Festa Luncheon 
Terminal No. 1, Grand Quai du Port de Montréal 
Contact: (514) 849-3234, Carolyn Osborne 
manager@marinershouse.ca 
www.marinershouse.ca 

March 26 
CIMarE ST. LAWRENCE BRANCH 
Lunch & Learn Technical Presentation 
Mariners’ House, Alexandra Pier, Old Port Of Montreal 
RSVP: arun.bagga@sympatico.ca 
cimare.ca/st-lawrence-branch/ 

April 8 
THE GRUNT CLUB 
Annual General Meeting (Members only) 
Bonaventure Hotel (Bonaventure Room) 
Email: info@gruntclub.org 
www.gruntclub.org 

April 21-24 
ARCTIC SHIPPING FORUM  
Paasitorni Congress Centre, Helsinki 
maritime.knect365.com/arctic-shipping-forum/ 

April 27-29 
2020 JOC BREAKBULK & PROJECT CARGO 
CONFERENCE 
Hilton New Orleans Riverside 
www.joc-breakbulk.com 

April 28-30 
MARI-TECH 2020 CONFERENCE & EXHIBITION 
Halifax Convention Centre 
Contact: 613 599 6671 Ext 2, Cindy Hick 
hick@bellnet.ca 
mari-techconference.ca 

May 16–20 
AAPA 2020 
Music City Center, Nashville, TN 
Contact: (800) 929-3347 
aapa@experient-inc.com 
www.aapa.org/conference 

June 2-4 
GREEN MARINE 
GreenTech 2020 
Omni Mont-Royal Hotel in Montreal 
Contact: 418-648-6004 Ext 302, Manon Lanthier 
manon.lanthier@green-marine.org 
www.green-marine.org/greentech 

June 1-3 
2020 CANADA TRADE CONFERENCE  
InterContinental Toronto Centre 
www.joc-canada-trade.com 

September 28 - October 1 
2020 ACPA CONFERENCE  
Toronto, Ontario 
www.acpa-ports.net
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Direct destination 
trains up to 14k feet

Vessels up to 13k TEUs

BIG SHIPS.
BIG TRAINS.

OPENING
Spring 2024

Big ships connecting to big trains!  That’s the new state-of-the-art Quebec Intermodal Container 
Terminal.  A unique port-terminal and train combined operation, working as one unit to prioritize 
shipments from origin to destination.  A year-round, ice-free, deep-water port - Quebec terminal will be 
ready to take on 700,000 TEU containers. And CN will be right there, with mainline rail links ready to 
move your cargo, fast and reliably, on dedicated priority trains to Toronto, Detroit, Chicago and beyond.  
Reach out to us and let us show you the newest route to saving time and money.

cn.ca/port-of-quebec

NEW Quebec Intermodal Container Terminal  
Connecting Asia, the Mediterranean and Europe to Ontario and the U.S. Midwest.




