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Six steamboats are docked at the Bureau Pier. Three of them are 
decorated with flags and the Bourgeois of Quebec can be seen in the 
foreground.
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Port of Trois Rivières is setting 
its sights on the future with its 
ambitious On Course 2030 
plan, succeeding its earlier 

On Course 2020 plan. The initiative 
contains several objectives to improve 
the overall performance of the port 
which has seen cargo volumes increase 
by over 58 per cent in the last 12 years 
in major industrial sectors such as 
aluminum, forestry, construction and 
agri-food. “We want to make the port 
more competitive and the region more 
attractive to investors by improving 
the competitiveness of the supply 
chain,” explained Gaétan Boivin, Port 
President and CEO. 

At the heart of the plan is the 
construction of Terminal 21 which 
will increase the port’s capacity by 
1.5 million tonnes or nearly 50 per 
cent, adding 716 metres of wharf 
to existing facilities, and will extend 
nearly 100,000 sq m to the west. It will 
include the addition of three berths, 
increased storage space and improved 
road and rail access. “We want to 
create today the terminal of tomorrow. 

Innovation is at the heart of this 
project, as is adherence to the three 
spheres of sustainable development. 
This is a must,” noted Mr. Boivin. 

Reconstruction of wharves 16 
and 17 are also projects that have 
been added along the way that are 
aligned with these priorities. “We are 
working on these projects with our 
clients who use these docks and we 

are on the same page. Optimization 
of operations and protection of the 
environment are at the heart of the 
project,” said Mr. Boivin. For example, 
the port wants to do its part for the 
environment with its partners at these 
facilities by replacing bunker fuel 
with either biofuels or electricity for 
the ships that will dock at the new 
terminal.

Port of Trois Rivières 
proceeding with 

On Course 2030
Terminal 21

Illustration of the modified Hangar 1 after the Waterfront project
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The Port has implemented a 
five-year plan (2019-23) with funds 
generated by its clients available for 
projects to stimulate innovation and 
reduce its environmental impact. 
“Overall, the On course 2030 budget 
now hovers around 350 million.”

Mr. Boivin noted that Port of 
Trois-Rivières contributed to more 
than 25 research and innovation 
projects in 2021, from environmental 
protection, to road and rail 
transportation modeling, improved 
handling practices and the reduction 
of greenhouse gas emissions. One of 
the project’s objectives was to help 
design a strategic decision support 
tool to assist Ports in choosing best 
practices and innovative technologies. 
The project is directly integrated into 
an initiative “building the port of 
tomorrow today,” explained Jacques 
Paquin, the Port’s Executive Vice 
President. Mr. Boivin aims to make the 

St. Lawrence River more competitive 
by creating a centre of expertise, 
possibly with other ports. “To play a 
larger role, the St. Lawrence must be 
more accessible and more competitive 

and we need to collaborate with 
different ports to make it easier for 
business. We have to look at the 
entire port infrastructure to increase 
competitiveness.”

The Industrial Port Zone of Trois-Rivi�res offers more +

zoneiptroisrivieres.com
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Brief 
Port history

Founded by French colonists in 
1634, Trois-Rivières is Canada’s 
oldest industrial city, with its first 
foundry, La Forge, established in 

1738. La Forge produced iron and cast 
iron for 150 years, much of it shipped 
to France to be used in French navy 
ships.

The first port facility was built in 
1818, but it wasn’t until 1882 that the 
Trois-Rivières Harbour Commission 
was created, the forerunner to today’s 
Trois Rivières Port Authority, which 
is celebrating its 140th anniversary 
this year. Back then, the population 
of Trois-Rivières was 8,670 - today 
it’s over 140,000. The port’s growth, 
and that of the city, reflect the city’s 
growing industrial importance. Key 
developments in the city’s industrial 
development included the following:

In 1893, the Dominion Coal 
Company rented a storage area on the 
Commissaires’ dock, from where large 
volumes of coal were distributed.

From the late 1920s until the early 
1960s, the city was became known as 
the pulp and paper industry capital of 
the world. The city once had five mills 
in operation. Canadian International 
Paper Company (CIP) commenced its 
activities in 1920. Its docks would later 
be integrated into the existing port 
facilities.

During the First World War, wheat, 
barley and oat production increased 
dramatically, resulting in the first grain 
elevator built in 1920 at the port. 
Three years later, the St. Lawrence 
Paper Mill moved to Trois-Rivières 
which later became Domtar and then 
Kruger.

In 1928, the Dominion Coal 
Company installed coal handling 
infrastructure that featured three 
mobile steel cranes mounted on rails 
erected along the dock. A year later, 
the port obtained a $3 million loan 
(about $50 million in today’s currency) 
from the federal government to 
build several docks and create new 
terminals, completed in 1934. Toronto-
based Upper Lakes and St. Lawrence 
Transportation built a similar structure 
two years later.

In 1936, the Harbour Commission 
was dissolved and the National 
Harbours Board was created to 
regroup all federal ports. “Before 
that, everything was centralized. 
There was no local decision making,” 
said Jacques Paquin, Executive 
Vice-President. “The date also 
corresponded with major construction 
that reflects today’s port designs.”

The demand for grain prompted 
Upper Lakes to construct a large 
auxiliary timber warehouse in 1940, 
connected to the elevator by a 

network of underground conveyors 
with a second elevator added in 1958. 
Work began to build section 20 on the 
west end of the port that same year.

The opening of the St. Lawrence 
Seaway in the spring of 1959 enabled 
increased marine traffic and opened 
up new opportunities. “The impact 
was especially important for the 
grain sector,” explained Mr. Paquin. 
“Capacity was doubled, but because 
of the port’s diversification, grain now 
only represents between 25-30 per 
cent of our business, compared to 
about 75 per cent in 1980.”

The Upper Lakes Company felt 
that their facilities were insufficient 
to meet the demand and decided to 
begin construction of a third elevator 
in the summer of 1962.

In October, 1962, the Port’s 
purchase of the Canada Steamship 
Line warehouse at Section 6 made it 
possible to plan the modernization of 
the eastern part of the harbour, and 
several warehouses were demolished.

In 1963, Prommel Group, now 
Groupe Somavrac, was founded at the 
port. The Group was a collection of 
companies whose principal activities 
were the stowage, transportation, 
storage, distribution, handling and 
processing of chemicals.

Expansion of the port to the west.  
Construction of Pier 20,725 feet long.
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In 1970, Logistec Corporation 
(short for logistics and technology) 
acquired shipping agency Ramsez 
Greig & Co. Ltd., as well as Three 
Rivers Shipping Co. Ltd. and J. C. 
Malone & Company Ltd., solidifying its 
position at the port.

In 1978, Ontario-based Upper 
Lakes Group created a division 
responsible for administrating the 
Trois-Rivières facilities called Les 
Élévateurs des Trois-Rivières (ÉTR). 
In 1981, ÉTR decided to replace the 
five grain chutes with three telescopic 
shipping towers that would allow for 
faster loading of larger ships, such as 
Panamax-class vessels. Following the 
decline of the grain market in the early 
1980s, ÉTR had to convert a portion 
of its facilities to handle raw materials 
for Deschambault Aluminerie in the 
1990s.

Two years later, the Canada 
Ports Corporation, also known as 
Ports Canada, was created to replace 

To our partner,
Port of Trois-Rivières

140
ANNIVERSARY

TH

the National Harbours Board. Two 
categories of ports were created: 
local port corporations and divisional 
ports. Trois-Rivières, as a divisional 
port, was administered locally by a 
Chief Executive Officer, but would 
have to report to the national office for 
long-term strategic and development 
decisions. In 1999, Ports Canada was 
dissolved and Ottawa launched a 
major reform that created 17 federal 
ports across the country. Under the 
reform, Trois-Rivières was listed as a 
national port and the Trois-Rivières 
Port Authority (TRPA) was created.

A forward-looking reflection 
on the future of the port led TRPA 
to undertake a strategic planning 
process in 2008 that resulted in the 
implementation of a development 
plan entitled On Course 2020. The 
plan envisioned “developing modern, 
productive, community-integrated 
infrastructures in support of a skilled 
workforce.” “It had an important 

impact that gave us the infrastructure 
we have today,” noted Mr. Paquin. 
“Before that, we suffered from a lack 
of capacity.”

In 2013, Upper Lakes Group 
concluded the sale of its grain division, 
including ÉTR, to the Canadian Wheat 
Board. Two years later, the Wheat 
Board merged its facilities with Bunge 
Canada to create G3 Canada Limited, 
which currently operates the elevator 
terminal at the port.

On October 10, 2018, TRPA 
unveiled its On Course 2030 
development plan. In addition to 
continuing investments in port 
infrastructure, the plan aims to fully 
deploy the potential of the port’s 
urban character. Based on the 
principles of sustainable development, 
On Course 2030 focuses on being an 
innovative growth generator at the 
heart of a competitive supply chain.
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Last year was a good one for 
the port of Trois-Rivières which 
handled 3.9 million tonnes of 
goods, with an estimated value 

of $5.3 billion, up 20 per cent from to 
the previous year. The figure for the 
current year is expected to be about 
the same as 2021.

“These results were achieved 
thanks to the hard work, resilience and 
ability to adapt and innovate of our 
partners, namely our cargo handlers, 
G3 Canada, Groupe Somavrac, 
Logistec, and QSL”,said Gaétan 
Boivin, President and CEO of the Port.

Those partners are just as 
enthusiastic about their relationships 
with the Port, including Groupe 
Somavrac which has been 
headquartered in Trois-Rivières since 
1963 and has an important physical 

The Port
and its principal 

business partners
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presence at the port. Its solid and liquid bulk terminal 
covers 90,000 square metres, including four berths, nine 
solid bulk sheds totalling 31,500 sq m and tanks that can 
accommodate 250,000 cubic metres of liquid bulk as well 
as two mobile cranes, pipeline network and rail access. 
In addition, it operates Terminal 13 at the port, covering 
23,000 sq m. The terminal is served by a network of 
pipelines connected to reservoirs north of the port as well 
as by rail and road, making it a highly versatile storage 
platform. “Somavrac and the Port have had a strong 
partnership since 1963 and have grown together,” said 
Jacques Paquin, the Port’s Executive Vice-President, in 
explaining the importance of the company to the port’s 
operations and growth. 

QSL is another key player in the supply chain, 
specializing in port operations, stevedoring, logistics, 
maritime services and transport. The company has been 
active at the port for nearly 40 years through LOLA, the 
shipping agency whose 100 per cent ownership QSL 
completed in 2019. Since 2021, QSL has also held a 
long-term lease at the port, which will allow investments 
to deliver tailor-made success to its customers, said 

Proud Participant
of the United Nations

Global Compact

Tailor-Made 
SuccessTM

qsl.com

STEVEDORING • LOGISTICS • TRANSPORTATION
STORAGE SERVICES • MILL SERVICES • MARINE SERVICES
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Robert Bellisle, President and COO 
of QSL. “This port is part of more 
than 60 terminals forming the QSL 
network in North America. We have 
nearly a dozen on-site employees. 
Specifically, we serve customers in the 
agriculture, aluminum and northern 
cargo sectors. “QSL is proud to 
anchor itself more deeply in the Port 
of Trois-Rivières,” added Mr. Bellisle. 
“The culture of partnership and 
sustainable development of the Port’s 
management and team, combined 
with its strategic position within our 
vast North American network makes 
Trois-Rivières a port of choice for new 
investments.”

Another cargo handler, Logistec 
Corp. and the Port have a business 
relationship that goes back more 
than 50 years. Roger Paquin founded 
Quebec Terminals Ltd. (now Logistec) 
in 1952 and Trois-Rivières was a 
key port to Logistec’s beginnings. 
Logistec’s principal cargoes consist 
of steel products, forest products, 
and many other types of general and 
breakbulk cargo.

When you sell directly to G3, you’ll get full value for 
your grain and direct access to global markets.

While evolving the way grain moves across Canada, 
we’ve achieved impressive numbers that benefit you.

G3 Trois-Rivières is part of our impressive coast-to-coast 
network, creating more opportunities for Canadian farmers.

Experience a better way to sell grain today. G3smarter.ca

“We would like to take this 
opportunity to congratulate Port of 
Trois-Rivières as it celebrates its 140th 
anniversary,” said Rodney Corrigan, 
President Logistec Stevedoring. 
“We have a very special business 
relationship with the Port, and our 
vision and values are well aligned. It is 
a true partnership: we assist each other 
– they help us to grow our business, 
and we leverage our expertise to 
bring new business to the port. It’s all 
about partnering for our customers 
and for a strong future for the port. “In 
collaboration with the Port, Logistec 
is able to offer the general cargo 
transportation industry unprecedented 
and seamless solutions, making 
Trois-Rivières the destination of 
choice for the transportation of non-
containerized, breakbulk, general 
cargo, project cargo.” 
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Expertise and capacity to manufacture a wide range of parts in multiple 
markets, including power generation, space, defense and military, 
aviation, oil and gas, mining, infrastructure and many more. 

MACHINING     FABRICATION     ASSEMBLY      DESIGN & ENGINEERING

IMPRESSION

On the grain side, G3 Canada of Winnipeg says its G3 
Trois-Rivières operation is an important trans-shipment point 
for grain from other parts of Canada. Prairie crops that are 
sent by rail to Thunder Bay are loaded onto lakers to carry it 
down the Great Lakes – St. Lawrence Seaway system to G3 
Trois-Rivières. There it is unloaded, stored and loaded onto 
ocean-going vessels for the trip to market. G3 Trois-Rivières 
is one of only a few facilities able to also unload vessels 
up to Panamax size, according to Peter Chura, Corporate 
Communications. G3 Trois-Rivières became part of the G3 
network upon the company’s inception in 2015 and has a 
storage capacity of 110,000 MT. In addition to prairie crops, 
it receives crops by truck from hundreds of Quebec farms. 

“Being able to deliver their grain directly to a port 
with access to G3’s export customers in more than 40 
countries around the world is a great advantage to 
Quebec agricultural producers. The facility handles most 
commodities including wheat, corn, soybeans and barley,” 
said Mr. Chura. G3 employs about 60 staff at the Trois-
Rivières terminal and its grain origination office in Saint-
Hyacinthe.”

While not a cargo handler, Groupe Océan nevertheless 
plays an integral part in the port’s day to day activities. It 
operates two tugs, Ocean Bravo and Ocean Charlie. Bravo 
is 33.5 metres long with two Electro-Motive GMC Model 
16 engines and a 50 -ton pulling capacity. Charlie is 33.8 m 
long with similar engines and pull capacity.

Groupe Océan began operations at the port in 2002 
and handles in-port towing, transshipment of St. Lawrence 

TH

pilots and dredging. Last July, it 
tested new maritime equipment at 
the port intended to rescue a person 
who has fallen overboard. It’s a cage 
made of rope and floats called “Billy 
Pugh” and can be deployed in three 
minutes using an onboard crane. 
For the purpose of the simulation, a 
120-pound dummy acted as the man 
overboard. 

The risk of ending up in the river 
is faced daily by the pilots of the St. 
Lawrence when boarding or alighting 
from a ship. In many cases, a simple 
rope ladder is used with no safety 
device.
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Collaboration between the Port and the City

The Port of Trois-Rivières is an 
important player in regional, 
national and international 
industries such as the 

aluminum industry, forestry and agri-
food. 

Strategically located halfway 
between Montreal and Quebec City, 
the port of Trois-Rivières welcomes 
some 55,000 trucks, 11,000 rail cars 
and more than 250 merchant and 
cruise ships annually, originating from 
over 100 different ports in more than 
40 countries around the world. It 
handles close to four million tonnes of 
traffic, has an annual economic impact 
of nearly $220 million and supports 
more than 2,000 direct and indirect 
jobs.

Those numbers haven’t been lost 
on Jean Lamarche who was elected 
mayor of Trois-Rivières in 2019. 
With the port, airport, university and 
strategic location, his city should be 
considered a preferred destination 
for investments. “You need to have 
an international vision to grow, and 
the Port is an employer of choice 
that offers attractive salaries and is 
very active in the culture, sports and 
environmental initiatives of the city.”

The mayor pointed out the city 
and port form a common interest in 
several areas such as research and 
develop and the introduction of new 
technology. The duo collaborate in 
several different areas, including the 
development of the city’s waterfront 
aimed at giving the citizens easier 
access to the St. Lawrence River, 
in presentations on the project to 
the Chamber of Commerce and in 
meetings with former federal Minister 
of transport Marc Garneau and 
François-Philippe Champagne, federal 
Minister of Innovation, Science and 
Industry. The Port is also a partner in 
the city’s bid for the Quebec Summer 
Games 2025 which would help 
increase the city’s vitality and visibility.

Another major collaboration 
with the City of Trois-Rivières is the 
development of a non-standard road 
corridor. The project will ensure a 
smooth connection for non-standard 
traffic between the industrial-port 
zone and the port, and involves the 
reconfiguration of the intersection of 
two streets, burying and/or raising 
electrical and communication wires, as 
well as reinforcing the roadway.

“We are very dependent on the 
port for a good transportation system 
which is important for our regional 
industries,” added Mario de Tilly, 
Director of Innovation and Economic 
Development of Trois-Rivières. “The 
port has allowed several Trois-Rivières 
companies to position themselves as 
leaders in their industry on a North 
American scale. The presence of the 
port and our industrial port zone has 
fostered growth and stimulated the 
development of new products and 
services for our manufacturing and 
value-added services companies. 

“The Port also collaborates in trade 
shows to attract new business, mostly 
from Ontario, Europe and the United 
states and is an important gateway for 
Shawinigan and Portneuf.”

On the left Gaetan Boivin, President and CEO of 
Port of Trois-Rivieres, on the right Jean Lamarche, 
Mayor of Trois-Rivieres

General picture of the actual port
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After Delta had crested 
and before Omicron had 
come to town last fall, I 
spoke at an “in-person” 

company function in Montréal that 
was somehow possible. I remember 
saying: “I believe that when thinking 
long term, off into the future, it is very 
important to always go back to first 
principles. We must think back to our 
starting point to understand how to 
get to our destination.” In the context 
of the pandemic and the shipping 
industry, how might this make sense?

At the beginning of the pandemic, 
on one key shipment we were dealing 
with, a vessel was stuck in the ice. This 
was successfully resolved, thanks to 
the Canadian Coast Guard. Our Italian 
agents, on another Covid front, were 
exceptionally busy, but all self-isolated, 
working from home, neighbours 
singing from their balconies. I was 
astonished by their effectiveness 
working in this new, high-spirited way 
for so many weeks and seemingly 
available 24/7. Thinking of the 
masterly fashion they were managing 
shipments with us, it became clear 
to me that anything we do in this 

industry is reliant on the power of 
our imaginations, of thinking up and 
developing good solutions. Of course, 
there is the reliance on trusted and 
competent partners, who do what they 
say they will do.

Soon in the spring of 2020 
we were ourselves having to work 
differently. Our team in Canada and 
the USA was working more from 
home, appreciative of already having 
a sustainable IT infrastructure. We had 
never envisaged a shift to all working 
remote, but fortuitously we were 
ready. Next was the test of how we 
would internally communicate with 
each other, as well as liaise with our 
clients and suppliers in the industry. 
Somehow this worked well over-all, 
and got better over time, although 
some clients and suppliers might be 
non-responsive at times, for reasons 
initially unknown. We would later learn 
that they or a family member had been 
unwell with the disease. Now this type 
of information is less hidden.

Each of us has anecdotes and 
we have been sharing them from the 
outset of the pandemic. It became 

ok to call anyone we worked with, 
or would like to work with, anywhere 
worldwide and start the conversation 
by saying, “How are you?” which I 
have always liked to do anyway. This is 
empathy. Now it was unobjectionable, 
because so many people were having 
a tough time and were often fine 
talking about their experience.

Occasionally Government 
inspectors might be over-zealous 
with shipments, unrelated to Covid. It 
seemed that the anxiety over the virus 
had knock-on effects. In a different 
case we wanted a marine surveyor 
to visit a site up north the check on 
cargoes – and were told that, no, due 
to Covid rules at the site, outsiders 
were not allowed access, this was not 
in the cards. The problem resolved 
itself anyway, thankfully.

Our firm works extensively with 
trucking companies, in the cross-
border market. The shifting rules for 
drivers, in the USA and Canada, driven 
by both health advice and politics, 
were perplexing for many of them. 
Working in both Canada and the 
USA I was very aware of the changing 
rules, while personally crossing or not 
crossing the border in both directions. 
For months I did not cross, because 
of the Government rules, and our 
company protocols.

In the media, sometimes one 
hears experts say that, yes, there 
have been major supply-chain issues 
in all shipping modes globally, but 
it is a very creative industry and 
solutions are always found. I believe 
this is a charitable view of what has 
been happening. For the clients, the 
consumers, the companies procuring 
shipping services, we have all lived 
through the experience of delays, 
miscues, shipments being rolled, 
missed ports and closed ports, and 
of increased freight levels. This 
experience has required a great deal 
of forbearance. The industry’s IT 
systems were not designed to deal 
with the level of disruption that has 
occurred.

Resilience and Shipping
BY GUY M. TOMBS
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Guy M. Tombs is President of Guy Tombs Limited, 
international freight forwarders and shipbrokers, 

established in 1921 

Canadian Great Lakes ports report lower volumes to 
April 30

Canadian Great Lakes ports 
posted lower overall tonnage 
shipments during March 
and April due in part to ice 

conditions and less available Prairie 
grain for export. However, road salt, 
Ontario corn and soybeans, Prairie 
potash and steel imports were strong 
performers.

Ice conditions in Lake Superior 
in the early part of the season 
hampered ship traffic to some ports, 
while Canadian grain shipments via 
the St. Lawrence Seaway were down 
26 per cent due to a smaller Prairie 
harvest last year. However, U.S grain 
shipments through the Seaway were 
up by 175 per cent, while steel coil 
and iron imports were up 24 per 
cent compared to 2021. Road salt 
shipments were also up 21 per cent, 
as Canadian mines delivered to cities 
throughout the bi-national region.

“It’s still very early in the season to 
make many predictions,” said Terence 
Bowles, President and CEO of The St. 
Lawrence Management Corporation. 
“We expect that there will be ongoing 
fluctuations in commodity pricing, 
supply and demand due to global 
logistical and product challenges, 

economic conditions and the Russian/
Ukraine conflict. The Great Lakes-St. 
Lawrence shipping corridor is well 
positioned to pivot as necessary and 
will play an important role in helping 
to alleviate shortages of fertilizer and 
grain due to the devastating war in 
Ukraine.” 

 Overall cargo shipments (from 
March 22 to April 30) via the St. 
Lawrence Seaway totaled 3.5 million 
metric tons, down by 18 per cent 
compared to the same period in 2021.

At Port of Windsor, overall year-
to-date tonnage is down by 15 per 
cent, mainly due to a slower start to 
grain and aggregate shipments. “A 
late blast of cold in Northern Ontario 

resulted in frozen aggregates/sand pits 
and jammed ice flows at the beginning 
of the season that slowed shipping 
traffic,” said Patricia Leblanc-Jaeger, 
Director Finance & Administration, 
Port Windsor.

General cargo shipments at 
the port, however, continued to 
outperform. More than 14,300 metric 
tons of steel have been delivered up 
to the end of April, double that of the 
same period in 2021. Much of this 
will be used in construction projects. 
Cement has also been delivered for 
construction of the Gordie Howe 
International Bridge with more 
expected in the coming season. 

The particular problems at the 
Port of Vancouver late last year were 
a pre-occupation for months, after 
reaching crisis-point. There were 
the multiplier effects of huge import 
volumes, plus vessels at anchor 
awaiting free berths, Covid, massive 
rains, floods, major arteries being 
washed out in sections, marine 
terminals and warehouses full to 
bursting, truck and driver shortages, 
and rail stoppages. Together these all 
created an expensive and mesmerizing 
set of circumstances for all, especially 
consignees. An infrastructure that 
had been designed for “just-in-time” 
delivery was jammed. But a lot of 
resilient people who work at and with 
the Port of Vancouver will take the 
lessons learnt from the experience, 
and investments will have to be made 

to build increased capacity into the 
system.

So, what are the first principles? 
Where is the starting point in this 
narrative? It is obvious that each 
of us has used this difficult time to 
take stock in some measure, both in 
our personal lives and in our work 
lives. Successful shipments are the 
result of hard work, of well-honed 
routines. With additional elements, 
and sometimes new obstacles, thrown 
into the mix, these work routines have 
often had to be thought about and 
re-defined and agreed upon internally. 
The pandemic has opened up new 
opportunities, which partly offset the 
sadness we have lived through. New 
friendships have been made, and new 
insights into people’s lives far away, 
and closer to home, have occurred 

to us. I would like to think that we 
have moved to better humanize our 
relations, taking back some control of 
the often-robotic way we receive if not 
send messages. But the jury is out on 
this human vs machine debate.

What again are the first principles 
at work? Can they be pulled together 
into one principle? Not to put too fine 
a point on it: Be the best you can be at 
what you do, with no excuses: certainly 
not using the pandemic as an excuse. 
That is key to one’s resilience, and 
really is our starting point. Be the best 
you can be.
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Transpacific box line freight rates nosedive as demand falls
BY MIKE WACKETT

The Asia – US spot rate 
components of the Freightos 
Baltic Index (FBX) slumped 
during the first week of May by 

19 per cent and 7 per cent respectively 
for container shipments to the US west 
and east coasts. According to the FBX 
reading, US west coast spot rates fell 
to $12,596 per 40 ft – their lowest level 
since July last year. For US east coast 
shipments FBX’s spot rate declined to 
$15,973 per 40 ft.

“As demand falls and space 
becomes available, ocean rates 
continued to fall this week,” said 
Judah Levine, head of research at 
Freightos. “In addition, the past weeks 
have seen the removal of many of 
the premium surcharges securing 
capacity,” explained Mr. Levine.

Meanwhile, spot rates continued 
to tumble on the Asia – North Europe 
tradelane with carriers discounting 
rates for prompt shipment down to 
$8,000 per 40 ft from Shenzhen to 
Rotterdam. However, shipments to the 
UK are still commanding a premium of 
about $1,000 per 40 ft.

Notwithstanding individual carrier 
discounting, Drewry’s WCI, Xeneta’s 
XSI and the FBX indices settled on a 
range of between $10,000 – $10,750 
per 40 ft this week, reflecting a 25 
per cent decline since the beginning 
of the year. According to a local 
forwarding contact, there are hopes of 
a re-opening of Shanghai by mid-May 
which will result in a rush of cargo and 
potentially push rates back higher, 
especially if there is a shortage of 
equipment. “Diverted shipments and 
empty container shortages were major 
factors in the extent to which previous 
lockdowns in China disrupted ocean 
logistics,” said Mr. Levine. But he is 
optimistic that as ports have remained 
largely operational during the 
lockdown, allowing the discharge of 
empty containers needed for export, 
the disruption will not be as extreme 
as seen previously.

In the interim, ocean carriers are 
blanking some sailings from China. 
According to Lars Jensen, CEO of 
consultancy Vespucci Maritime, the 
number of voided voyages may be 

about to snowball. “Unless Shanghai 
re-opens soon, the carriers are likely to 
further increase the number of blank 
sailings as well as also increasingly 
omit Shanghai port to safeguard 
the integrity of the rest of their 
networks,” said Mr. Jensen. Moreover, 
the consultant suggests that in the 
longer term the Covid zero-tolerance 
policy of the Chinese government 
could prompt importers to “begin to 
contemplate shifting production out of 
China”. “This will be a slow exodus of 
production likely to be to the benefit 
of manufacturers in other countries 
throughout Asia,” said Mr. Jensen.

Elsewhere, the transatlantic 
tradelane is not showing any sign of 
weakening, with for example, the XSI 
reading for Europe to the US east 
coast climbing by a further 5 per cent 
this week to reach $8,991 per 40 ft. 
Just 12 months ago spot rates on the 
route were about $3,500 per 40 ft 
and a year before that shippers were 
paying in the region of $1,900 per 40 
ft, the market having been stable – 
and profitable for carriers – for several 
years.

Although contract rates on the 
transatlantic have been concluded at 
a third of spot rates, several shippers 
trading on the route have complained 
to The Loadstar that carriers have 
refused to renew their contracts for 
this year forcing them onto the spot 
market.

Reprinted courtesy of The Loadstar  
(www.theloadstar.co.uk)
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At Port of Thunder Bay, the 
momentum in potash shipments 
experienced late in the 2021 shipping 
season has continued in 2022. Potash 
shipments at the port increased by 93 
per cent in 2021. More than 90,000 
metric tons of potash, an important 
ingredient in fertilizer, were loaded 
outbound this April, the highest tally 
for that month since 2007. Thunder 
Bay is the only export port on the 
Great Lakes for potash. 

Port of Hamilton is enjoying 
some sweet news, with sugar refinery 
Sucro Can announcing it will more 
than double its refinery capacity to 
meet the growing demand of Ontario 
food manufacturers. This expansion 
will see capacity reach 200,000 metric 
tons by 2024. “Sucro Can is located at 
Hamilton’s Pier 10, where HOPA has 
cultivated a cluster of agri-food related 
businesses, supporting the region’s $1 
billion-and-growing food processing 
industry,” said Ian Hamilton, President 
& CEO.

The port of Hamilton has seen 
over 1 million metric tons of cargo 
already with grain seeing an increase 
of 34 per cent compared to the same 
time last year. Ontario corn and 
soybeans, which had good harvests in 
2021, are being shipped to Europe. 
The port of Oshawa is off to a very 
strong start as the port has seen more 
than double the amount of cargo; led 
by cement, steel and salt.
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HOPA Ports saw a total of 
11.2 million metric tonnes 
of cargo through Hamilton 
and Oshawa’s ports during 

the 2021 shipping season, up 9 per 
cent from the same time period the 
previous year.

Hamilton Port recorded 10.8 
million MT this past season; surpassing 
2020’s total by almost one million 
tonnes of cargo, and climbing six 
per cent ahead of its 5-year average. 
Hamilton continues to see a steady 
rise in the growth of agriculture-related 
commodities, driven by increases in 
wheat, corn, fertilizer and a whopping 
91 per cent increase this year in raw 

sugar, feeding SucroCan’s Hamilton 
sugar refinery. Hamilton also saw 
significant gains in petroleum, sand, 
quartz, slag and finished steel for 
the transportation and construction 
sectors. Overseas cargo tonnages 
increased 35 per cent and Hamilton’s 
rail cargo has also doubled over the 
past five years.

Several capital projects in 
Hamilton also reached completion 
in 2021, including the $36-million 
Westport Modernization Project across 
piers 10-15. New storage facilities at 
pier 14 and food-grade warehousing 
at Pier 15 will also allow for more 
efficient storage and handling of bulk 
cargo and food products. 

Though Oshawa saw a slight 
decrease from its overall, all-time 
record total in 2020; the port did see 
increases in fertilizer and finished steel 
in 2021, and its total was still 3 per 
cent above the 5-year average.

“Despite supply chain disruptions 
and volatility, HOPA Ports remained 
a reliable, resilient and ambitious 
partner,” said Ian Hamilton, President 
& CEO of HOPA Ports. “By raising 
the bar and continuing to invest in 
critical infrastructure, we can support 
Canada’s domestic capacity and 
trade potential, and push for better 
outcomes in 2022.”

2021

HOPA Ports looking 
forward to another 

strong year
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McKeil Marine’s MV Evans Spirit 
arrived at the Port of Hamilton on 
March 24, 2022, officially kicking off 
the 2022 marine shipping season. 
Coming all the way from Garrucha, 
Spain, with 15,905 MT of natural 
gypsum, the Canadian bulk carrier 
and its crew docked at pier 12 where 
stevedore Federal Marine Terminals 
(FMT) unloaded the cargo from its 
shallow draft. Captain Josh Penney 
was presented with the ceremonial 
top hat for being the first vessel into 
port by HOPA Ports Director, Safety 
& Security and Harbour Master, Vicki 
Gruber; alongside HOPA’s President & 
CEO, Ian Hamilton, and McKeil Marine 
CEO, Scott Bravener.

2022
Come what may in the year 

ahead, HOPA’s Harbour Master, 
Vicki Gruber, is ready for another 
busy season. “Recent events truly 
highlight the importance of our supply 
chain network, and the dedication 
of the crews, longshoremen, and 
transportation workers across the 
country that keep these goods 
moving.”

BBC Alberta arrived in Oshawa 
on April 3, 2022, coming all the way 
from Charleston, SC., with a load of 
general cargo, and officially kicking off 
shipping season at the port. Captain 
Roman Gerashchenko was thrilled 
to receive the Top Hat from HOPA’s 
Harbour Master Vicki Gruber; after 
narrowly beating out NACC Quebec, 

which usually takes the top spot.

Looking ahead at 2022, Oshawa’s 
port is poised for growth. HOPA plans 
to build on Oshawa’s current cargo 
levels by upgrading its port facilities 
and infrastructure in the coming 
years, namely, increasing capacity for 
agricultural cargoes and the port’s 
allowable draft.

In 2022, HOPA Ports is planning 
for $30 million in construction 
projects across its network in Oshawa, 
Hamilton, and Niagara. “By making 
the right infrastructure investments, 
we’re able to improve the fluidity of 
the supply chains we support, and 
expand Canada’s trade capacity,” said 
HOPA President & CEO, Ian Hamilton.
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MARINE INDUSTRY PROFESSIONALS FIND 
OPPORTUNITIES TO EXCEL AND INNOVATE AT 
HOPA PORTS.

Come join our crew! Learn more at www.hopaports.ca/people-and-careers

Are you looking to 
make waves?

W A T E R F R O N T S  A T  W O R K .
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A trio of tunnel boring 
machines (TBMs) recently 
arrived in the Greater Golden 
Horseshoe, destined for 

Metrolinx’s Eglinton Crosstown West 
Extension and Scarborough Subway 
Extension projects. Following a two-
week journey across the Atlantic, 
the boring machines, one 12 metres 
in diameter and the other two both 
6.5 metres in diameter, arrived at 
Hamilton-Oshawa Port Authority’s 
(HOPA Ports) Ontario ports. All 
manufactured by Herrenknecht in 
Germany, the larger Scarborough 
Subway Extension TBM was delivered 
to the port of Oshawa, and the other 
two for the Eglinton Crosstown West 
Extension project were delivered to 
the port of Hamilton.

Scarborough’s TBM, weighing in 
at 2,000 tonnes, will help build the 
largest subway tunnel in Toronto’s 
transit history. The TBMs are so large, 
they have to be loaded into vessels 
in pieces for assembly at their final 
destinations.

As bookends to the Greater 
Golden Horseshoe, Oshawa and 
Hamilton’s ports are key gateways to 

the most densely populated area of 
Southern Ontario and the country’s 
busiest construction zone. “As an 
integrated port network, we look 
to create better connections for 
businesses and industrial users moving 
cargo throughout the Greater Golden 
Horseshoe, just like Metrolinx does for 
rail passengers,” said Ian Hamilton, 
President & CEO of HOPA Ports. 
“We’re thrilled to see goods move 
through our ports which will in turn 
help people move more efficiently.”

The Scarborough TBM arrived at 
the port of Oshawa aboard the heavy 
load carrier Jumbo Vision, where 
over the course of an entire week 
longshoremen discharged the vessel 
and the TBM piece by piece. That 
is where the port’s stevedore, QSL, 
and its expertise comes in. “QSL is 
a provider of tailor-made solutions 
for all cargo types,” said QSL Senior 
Sales Representative, Kevin Paradis-
Rioux. “This particular job has taken 
over a year to coordinate from start to 
finish. The discharge of the TBM is an 
example of the customized solutions 
we can provide for heavy equipment 
manufacturers.”

This spring, the Scarborough 
TBM will begin burrowing a single 
7.8km-long tunnel – from Sheppard 
and McCowan to Kennedy Station – 
clearing an underground pathway for 
the three-stop Scarborough Subway 
Extension. Due for completion in 
2030, the project will make it even 
more convenient and comfortable for 
Scarborough residents to travel back 
and forth to the downtown core.

The twin TBM cutter heads 
bound for the Eglinton Crosstown 
West project came through the port 
of Hamilton aboard Federal Delta, 
handled by stevedore Federal Marine 
Terminals. “FMT is pleased to be 
a part of this exciting project for 
the region. We value our long-term 
partnership with HOPA by playing an 
essential role in the economic success 
of the Port and region. Handling the 
TBMs from a Fednav vessel illustrates 
our complete, integrated service 
offering, providing reliability and value 
to our customers.” said Matthew 
McPhail, Vice President, Sales and 
Marketing, FMT.

The Eglinton Crosstown West 
Extension, expected to be complete 

Ports of Hamilton and Oshawa welcome trio of 
tunnel borers for GTA subway projects
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Targeting a Safer World®

Shared MDA Empowers Ports

Shared Maritime Domain Awareness (MDA) 
enables the safe, efficient, and reliable movement 
of goods and people through ports and inland 
waterways.

Accipiter® surveillance solutions are right-sized for 
your port to provide the MDA you need by flexibly:

(i) integrating radar(s), camera(s), AIS, ADS-B, 
and drone sensors, along with artificial intelligence 
and complex threat alerting; and

(ii) providing real-time situational awareness and 
business intelligence so that you know what’s 
happening on your waterways, at your terminal 
and waterside facilities, and in the air.

Our Cloud Surveillance® and Cloud Intelligence® 
tools securely provide information sharing and 
interoperability to your stakeholders through their 
browsers, giving each stakeholder the decision 
support required for their respective operations, 
be it port operations, safety, emergency response, 
environmental protection, law enforcement, 
commerce, recreation, border security, property 
protection and the use of drones beyond visual 
line of sight (BVLOS). 

Accipiter Radar is a global provider of high-
performance surveillance solutions designed 
to detect and track small and large vessels, 
drones, low-flying aircraft, vehicles and 
persons. The result is enhanced all domain 
awareness and decision support for port 
stakeholders.

Contact: sales@accipiterradar.com
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in 2030-2031, will extend the Eglinton 
Crosstown LRT another 9.2 kilometres 
farther west through Etobicoke and 
into Mississauga. The TBMs which 
arrived through the port of Hamilton 
will tunnel the section between 
Renforth Drive and Scarlett Road.

“Projects like the Eglinton 
Crosstown West Extension and the 
Scarborough Subway Extension will 
not only benefit the communities 
where they are being built, but the 
region as a whole,” said Phil Verster, 
Metrolinx President and CEO. 
“We’re happy to see these incredible 
machines arrive through local ports in 
Hamilton and Oshawa as part of their 
journeys to their respective launch 
sites.”

We offer a nationally accredited marine  
security training program, and provide  
a full suite of marine security services  
on both the east and west coasts.

YOUR  
PROVEN 
PARTNER

1 877 322 6777 commissionaires.ca
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historic Hamilton 
lighthouse and cottage

Agreement reached 
to transfer ownership of

In January, Fisheries and Oceans 
Canada (DFO) announced the 
transfer of ownership of the historic 
Beach Canal Lighthouse and the 

nearby keeper’s cottage to HOPA 
Ports which will protect and keep them 
as part of Canada’s cultural heritage. 

“Partnering with communities 
to transfer ownership of heritage 
lighthouses like this to local 
organizations preserves these 
important pieces of Canada’s heritage. 
This transfer will not only enable the 
local communities to continue to 
visit the landmark, but will ensure 
they benefit from local investments 
in greenspace and improvements to 

“This is a major step forward to 
realizing our goal to make Fisherman’s 
Pier a welcoming people place on 
Hamilton Harbour,” said Ian Hamilton, 
President & CEO, HOPA Ports. 
“Hamilton and Burlington share a 
proud maritime heritage. Fisherman’s 
Pier is one of the best places anywhere 
to get an up-close look at the big ships 
and to understand the continuing role 
of industry and maritime trade in our 
community’s economy and identity.”

Learn more about the Fisherman’s 
Pier Redevelopment Plan at www.
hopaports.ca

safety and recreation for generations 
to come,” said The Honourable Joyce 
Murray, Minister of Fisheries, Oceans 
and the Canadian Coast Guard.

HOPA Ports, working closely 
with local community partners 
Beach Canal Lighthouse Group, 
intends to reposition the lighthouse 
onto HOPA Ports property in order 
to complete a restoration of both 
structures and facilitate public access. 
The repositioning of the lighthouse 
structure is critical to allow for public 
access, and will serve as a focal point 
for the redeveloped Fisherman’s Pier 
zone.



28 • Canadian Sailings • May 30, 2022

Industry & environmental partners join forces to divert 
plastic pollution from Hamilton Harbour

A group of industrial and environmental partners 
have banded together to collect, analyze and 
divert waste captured in Seabins stationed 
around Harbour West Marina along Hamilton’s 

waterfront. The end of the 2021 boating season officially 
marked the second year of waste capture at Harbour West, 
and this effort is part of a larger initiative called the Great 
Lakes Plastic Cleanup (GLPC): the single largest initiative 
of its kind in the world, using waste capture technology to 
remove plastics found in and around marinas in the Great 
Lakes region.

“To really address plastic pollution, we need to focus 
on two things at once: getting plastic that’s already in the 
water out, and putting systems in place to stop plastic from 
continuing to flow in every year,” says Christopher Hilkene, 
CEO of Pollution Probe, the environmental not-for-profit 
that, along with the Council of the Great Lakes Region 
(CGLR), is spearheading the GLPC. “The data we collect 
from the plastic capture devices helps us get a better 
picture of the problem, which is necessary to come up with 
effective solutions.”

Ultimately, through the data collected and research 
generated, the team hopes to encourage residents and 
businesses to rethink their habits on land, and keep 

plastic out of the lake. “We always get questions from 
boaters about what we’re finding in the bins,” said Emily 
Paivalainen, Communications & Community Relations 
Coordinator at HOPA Ports. “In addition to small plastic 
pieces and food wrappers, cigarette butts are one of the 
most consistent finds.” Seabins at Harbour West collect 
about 2 or 3kg in a 24 or 48 hour period, a fraction of 
which is trash or microplastics.
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Prashaani David Harris receives inaugural HOPA Ports 
Sustainability Scholarship at Ontario Tech University

HOPA Ports is pleased to 
congratulate Prashaani 
David Harris, the first ever 
recipient of the HOPA Ports 

Sustainability Scholarship at Ontario 
Tech University. Now in her fourth year, 
Prashaani is finishing her bachelor 

degree in Human Health Sciences, 
with a minor in Sustainability Studies.

“As we build our relationship with 
Ontario Tech University, as well as 
community organizations and post-
secondary partners in Oshawa, we 
want to foster connections in a way 

that aligns with HOPA’s mission,” said 
Public Affairs Director Larissa Fenn. 
“We look forward to supporting the 
future sustainability leaders of Oshawa 
and Durham Region.”

McAsphalt Marine Transportation Limited (MMTL)
is investing in new green technologies to continue

offering our customers the safest, most
environmentally friendly and efficient

means of marine transportation
“on time, every time”.
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SHIP WITH US TODAY

SIMPLE. 
COMPETITIVE. 
CONNECTED.

SPECIAL CARGO 
ICON/BADGE

EUROPE
TO

U.S. MID-WEST

U.S. MID-WEST
TO

NORTH AFRICA

DIRECT ACCESS 
INTO ALL OF NORTH 

AMERICA

TRADING IN 
OVER 50 GLOBAL 

MARKETS

SEAMLESS SUPPLY 
CHAIN WITH A 

CONNECTED NETWORK

BULK, BREAK BULK, 
LIQUID &  

SPECIAL CARGO

SAVE
TIME &

SAVE
MONEY
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RailwaysCanadian

Major railways 
                 weather the storms

Canada’s two Class 1 railways 
got off to a rough start in 
2022. But in first quarter 2022 
earnings calls, representatives 

of both Canadian National and 
Canadian Pacific expressed optimism 
that their fortunes would turn around 
during the rest of the year. That 
optimism, however, wasn’t enough 
for the share prices of both CN and 
CP to take a hit in the days following 
the Q1 presentations. Canadian 
National shares on the New York Stock 
exchange dropped from US$124.34 
on April 25, the day before the call, 
to US$110.93 on May 9. CP stock 
dropped from C$93.06 a share on 
April 26 to C$89.94 by May 9. Tracy 
Robinson, who was named CN’s 
President and CEO on Feb. 28, vowed 
to bring the company “back to being 
best-in-class,” although she added 

that CN wouldn’t be able to share 
details about how the railway will 
achieve that until “our plans become 
more definitive.”

UNCERTAINTY ABOUNDS
For now, the railway has had to 

update its guidance for 2022. “Harsh 
weather, mostly in Western Canada 
and supply chain disruptions impacted 
our ability to fully capitalize on the 
strong demand environment in Q1,” 
Ms. Robinson said. “The uncertainty 
from the war in Ukraine and the 
continuing pandemic disruptions in 
China and elsewhere, all suggest just 
a little bit of caution on the year.” 
Nevertheless, she expected growth in 
such areas as earnings per share (by 
15 to 20 per cent), free cash flow from 
US$3.7 billion to US$4 billion, and “an 

operating ratio that starts with a 5,” 
she said. That would the be first time 
that happened for CN since 2017. 
(CN’s OR for Q1 of 2022 was 66.9 
per cent, up from 62.5 per cent in the 
same period in 2021.) “This will be a 
good year for CN, notwithstanding the 
global environment,” Ms. Robinson 
said.

However, as Canadian Press 
reported, it isn’t now expected to 
be the 20 per cent earnings growth 
CN had predicted at the start of 
2022. Which explains why in her 
presentation, Ms. Robinson circled 
back to the “tough start to the year.” 

Keith Creel, President and CEO of 
rival Canadian Pacific, also referenced 
“the difficult operating environment” 
of the first months of 2022. “The 
quarter reflected the impact of last 

TRACY ROBINSON

BY KEITH NORBURY
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RailwaysCanadian

year’s drought on Canadian grain 
volumes, harsh winter operating 
conditions and the effects of a work 
stoppage,” Mr. Creel said in a news 
release announcing CP’s Q1 results.

TALE OF TWO HALVES
“With a difficult quarter behind 

us, we are building momentum, which 
I fully expect will continue to carry 
through the remainder of 2022,” 
Mr. Creel said. In envisioning those 
brighter days, during the Q1 earnings 
call, he referred to “a tale of two 
halves” for 2022. Among the bright 
spots is CP’s pending acquisition of the 
Kansas City Southern Railway, which 
will “create the first single-line rail 
network linking the U.S., Mexico and 
Canada,” he noted. (See related story).

Robert Reilly, CN’s Executive 
Vice President and COO, quantified 
2022’s tough start by noting that for 
85 per cent of the days in January and 
February, the railway encountered Tier 
2 operating conditions. That meant 
temperatures -31 Celsius or colder, 
“which forces us to reduce train size, 
use more locomotives and crews and 
overall, be able to move less freight 
through the very cold portions of our 
network.” When the weather improved 
in March, fluidity returned to the 
network, which continued in April. 

For example, car velocity increased 
35 per cent and train lengths were up 
nine per cent over the January lows, 
“allowing us to get back to running a 
more scheduled railroad,” Reilly said.

CLIMATE CONCERN
While cold weather disrupted the 

railways this winter, an even bigger 
concern going forward is the impact 
of climate change on those networks, 
said Dr. Barry Prentice, a professor 
of supply chain management at the 
University of Manitoba.

“We saw the big washouts in the 
Fraser Canyon this fall,” Dr. Prentice 
said. “It looked horrendous.”

In mid-November, both CN and 
CP reported they had halted service 
after numerous washouts that included 
a rail bridge and derailment, news 
outlets reported at the time. A trio of 
“atmospheric rivers” that triggered 
landslides caused several disruptions 
over two weeks. However, no mention 
of those was made during the Q1 
earnings calls.

While that phenomenon is no 
longer news, Dr. Prentice is concerned 
about more recent news reports from 
elsewhere that indicate a growing 
frequency of big storms. “Maybe 
Vancouver is sufficiently sheltered 

and Rupert is not far enough north 
that they won’t be affected,” he said. 
“But I think that’s one of the aspects 
of the supply chains that is going 
to be attracting more attention. We 
could have our link to the U.S. cut 
off temporarily if a big storm comes 
through.” The railways might not even 
be able to harden their infrastructure 
to prevent catastrophic washouts 
in the future. “Maybe they are so 
exposed because there’s just so many 
kilometers of rail line out there,” Dr. 
Prentice said. “A disruption can occur 
for various many reasons, especially 
as the climate is twisting around and 
we’re seeing things that we didn’t see 
before.”

CAN-DO ATTITUDE
Dr. Michael Haughton, a professor 

of supply chain management at Wilfrid 
Laurier University in Ontario, suspects 
that the optimism of the railway’s 
leadership stems from a realization of 
their importance to Canada’s logistics 
and supply chain landscape. “And 
I think with that, they take a can-do 
attitude,” Dr. Haughton said. “I don’t 
think it’s a reflection of oblivion to 
the reality. But it’s more a reflection 
of a belief that in spite of the dire 
reality, we’ll find a way. And there’s a 
basis for believing in that optimism.” 
For example, he noted that CN’s 
reductions in costs per loaded mile, 
for instance, reveals something in the 
people and technology that reflects a 
willingness to fight through the tough 
times. “I really don’t mean to sound 
like a spokesperson because I’m not,” 
Dr. Haughton said. While he is the CN 
Fellow in Supply Chain Management, 
as an academic he is free to speak his 
mind.

While the extreme weather 
degraded CN’s accident ratio, the 
railway was still able to reduce its 
injury frequency ratio by 18 per cent 
compared with the previous year, 
“reinforcing that safety is a core value 
at CN,” Mr. Reilly said. CP’s Keith 
Creel, meanwhile reported a 25 per 
cent drop in train accident frequency 

MICHAEL HAUGHTON BARRY PRENTICE
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for the quarter, although personal 
injuries were up 13 per cent, “which is 
always a reminder to myself, the team 
and the company that safety, it’s not a 
destination, it’s a journey.”

REVENUES DETAILED
CN’s operating income for the 

quarter decreased eight per cent to 
C$1.227 billion while its adjusted 
operating income of C$1.237 billion 
represented a four per cent hike. 
But revenues for the quarter were 
up five per cent to about $3.7 billion 
despite revenue per freight ton mile 
dropping eight per cent, noted Doug 
MacDonald, CN’s Chief Marketing 
Officer. Most of that latter was 
because of a 25 per cent drop in RTMs 
(revenue tonne miles) in the grain 
and fertilizers category. MacDonald 
expects that to reverse “assuming 
a normalized Canadian grain crop 
starting in the fall.” Nevertheless, CN’s 
total freight revenue for all categories 
was up a combined 15 per cent for 
the quarter; that included for grain 
and fertilizers, which rose 23 per cent. 
Mr. MacDonald noted “significant 
volume increases” in, for example, 
U.S. grain shipments to the Gulf Coast 
for exports, Canadian coal, and higher 
frac sand shipments. “As we look out 
for the balance of the year, we are still 
expecting volumes to be up in the low 
single-digit range for 2022 with broad-
based growth across most segments,” 
he said.

In its Q1 earning results, CP 
reported a six per cent decrease in 

revenues to $1.84 billion from $1.96 
billion, while its operating ratio 
increased to 70.9 per cent from 60.2 
per cent. Grain was among the hardest 
hit categories with CP’s grain revenues 
falling to $260 million from $448 
million in the first quarter of 2021. 
Coal, automotive, and the energy, 
chemicals and plastics category 
also experienced declines while 
intermodal and the metals, minerals 
and consumer products categories 
increased slightly.

Aside from the adverse weather, 
Mr. Creel also noted during the 
earnings call that a spike in the 
Omicron variant of COVID-19 affected 
about 500 employees, and that 
the railway also weathered a “work 
stoppage.” The latter, which began as 
a lockout and became a strike, lasted 
only a couple of days before the sides 
agreed to binding arbitration on March 
22. The stoppage did, however, have 
an impact on the railway’s financials. 
For example, it contributed about 
three per cent of the 14 per cent 
decline in RTMs, noted a presentation 
by John Brooks, CP’s Executive Vice 
President and Chief Marketing Officer.

Labour poses another problem for 
transportation companies like railways, 
Dr. Prentice said. “The tail end of the 
baby boomers are in their early to mid 
60s,” Dr, Prentice said. “Coming out of 
the pandemic, I expect a lot of those 
people, if you try to force them back 
to the office, they’re going to say, I’ll 
just take my pension and leave. So 

that’s a problem for companies, and 
management.”

“CONTINUED STRENGTH”
Mr. Brooks also noted that the 

“continued strength” of the CP’s U.S. 
grain franchise partially offset the 
Canadian crop challenges. “In Q1, we 
moved 14,000 carloads of U.S. grain 
into Canada compared to fewer than 
600 in the same period last year,” Mr. 
Brooks said. He also predicted strong 
demand for potash, driven partly by 
disruption of potash production in 
Belarus and Russia because of the 
war in Ukraine. And he expected an 
upside in the coal market as well as 
strong demand and prices for frac 
sand related to more drilling activity 
and higher oil prices. “If you shift to 
the domestic side of the business, this 
was our sixth straight record quarter,” 
Mr. Brooks said. “We are clicking on all 
cylinders, not only from an operating 
perspective, but also working with our 
customers to restock the store shelves 
across Canada.” He also noted that, 
“excluding Canadian grain, volumes 
are up mid-single digits quarter-to-
date, and we have over $200 million 
of annualized new initiatives starting 
up over the coming months.” It was 
an example of “the tale of two halves” 
that Mr. Creel referenced, “and that’s 
exactly what I expect to play out.”
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Railway merger expected to enhance competition 
and Mexican trade

Canadian Pacific Railway’s 
pending acquisition of Kansas 
City Southern Railway will 
enhance competitiveness in 

the North America supply chain, says 
University of Manitoba professor Dr. 
Barry Prentice. “First of all, I think it’s 
a really good thing because it does 
combine the two smaller of the Class 
1 railways together to make them a 
little bigger and more competitive with 
the others,” said Dr. Prentice. “I see it 
as a competitive benefit because it’s 
an end-to-end merger,” Dr. Prentice 
added. “You’re linking on another 
railway to service an area. There’s 
almost no overlap between the two 
rail networks.”

The US$31 billion merger, which 
is still awaiting approval from the 
Surface Transportation Board in the 
U.S., would extend the CP line deep 
into Mexico all the way to the port 
of Lázaro Cárdenas on the Pacific 
Coast, about 350 kilometres northwest 

BY KEITH NORBURY

of Acapulco. “While remaining the 
smallest of six U.S. Class 1 railroads 
by revenue, the combined company 
will be a much larger and more 
competitive network, operating 
approximately 20,000 miles of rail, 
employing close to 20,000 people 
and generating total revenues of 
approximately $8.7 billion based on 
2020 actual revenues,” CP said in a 
news release in March 2021 following 
its first bid to buy KCS.

RULING EXPECTED BY EARLY 
2023

In a presentation during a first 
quarter 2022 earnings call, Keith 
Creel, CP’s President and CEO, said 
he anticipated a ruling from the STB 
in early 2023 at the latest. The process 
had been stalled while the STB sought 
clarification of some data from CP, 
“which we have done,” Mr. Creel said. 
“We’re certainly optimistic things will 
be restarted soon.”

Aside from concerns raised by 
the other three Class 1 railways, Dr. 
Prentice said, “I haven’t read anything 
about anybody saying, ‘No, that’s a 
bad idea.’” He expects other major 
railways to balk at the deal. “But it’s 
not like we see a bunch of shippers 
and others that are complaining.” Dr. 
Prentice said CP might have to grant 
concessions to other railways, such as 
to access gateways. “But that’s another 
matter.”

Dr. Michael Haughton, a professor 
of supply chain management at 
Wilfrid Laurier University, noted that 
the proposed merger will make CP 
a bigger player among all Class 
1 railways. “Not just its Canadian 
competitor but its wider North 
American competitors,” Dr. Haughton 

said. It will also become important 
should reshoring of economic activities 
— such as the return of manufacturing 
— occur to a significant extent. That’s 
because reshoring wouldn’t be locked 
into individual countries but to the 
continent as a whole. “It makes sense 
because acquiring another Class 1 
railroad, that’s one thing, but supply 
chains operate effectively when 
all these links are integrated,” Dr. 
Haughton said. “As we all know, at the 
end of the road, it has to be a truck 
that takes it to the last mile.”

PROOF OF CONCEPT
In March, CP announced that, 

in conjunction with KCS, it had 
“successfully launched the first 
dedicated international intermodal 
train between Lázaro Cárdenas and 
the U.S. Midwest.” Mr. Creel described 
it as “proof of concept and a sign of 
things to come” should STB approve 
the merger. “With STB approval, CPKC 
will work with its customers and invest 
in new infrastructure and train services 
to unlock the full potential of the 
combined network to offer unmatched 
supply chain alternatives and benefits 
compared to other rail options through 
congested ports and a real alternative 
to highway-clogging trucks,” Mr. Creel 
said in the March 8 news release. “I 
would envision creating a new Mexico 
Midwest Express interline service that 
could deliver all of these benefits.”

RAIL TO MEXICO DISCUSSED
Rail to Mexico was the subject 

of a panel discussion in December 
at the University of Manitoba’s 
26th anniversary Fields on Wheels 
Conference, which took place online. 
Mark Hemmes, who moderated 
that discussion, said that Mexico is 

KEITH CREEL
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already the fourth largest importer of 
Canadian grain at 2.3 million tonnes 
annually. That places Mexico behind 
only the U.S., China, and Japan. 

“So being number 4 is a pretty 
predominant player in who we’re 
selling our grain to,” said Mr. Hemmes, 
President of Quorum Corporation, 
best known as Canada’s grain monitor.

Over half of that grain is canola 
seed and canola products, he added. 
The remainder includes wheat, 
durum wheat, and specialty crops. 
At present, though, only 13 per cent 
of that grain moves to Mexico from 
Canada by rail. “The CP-KCS merger 
could likely provide a greater amount 
of opportunities to move by land 
because the majority of all of our 
exports to Mexico is going by ocean 
freight,” Mr. Hemmes said.

Asked if the merger would 
make movement of refrigerated 
goods between Canada and Mexico 
more feasible or desirable, CP’s Jon 
Harman said that a “single line haul 
definitely helps the speed of transit.” 
He compared railway interchanges 
to an airplane repeatedly landing 
and taking off. “So there’s always 
some incremental cost and time 
delay whenever you’d have to switch 
railroads like that,” said Mr. Harman, 
CP’s managing director of marketing, 
grain and fertilizer. “But when you’re 
one railroad, you can have visibility to 
the supply chain all the way through 
and your service design team and 
asset management team can plan 
further out, enabling smoother 
transition and smoother transit all the 
way through.”

10,000 Maurice Duplessis
Montreal, Qc H1C 2A2
Tel. 514-648-4848

info@gtgroupinc.com
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Reefer Transport & Storage
Empty Container Storage
Warehousing / Stuffing / Destuffing  
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Domestic Container Rental
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KEVIN KULY

HAND-OFF RISKS
Dr. Prentice, in an interview, said 

he researched transport of perishable 
products to Mexico and found that 
while carriers move lots of refrigerated 
containers within Canada on their 

own rail lines, “they won’t send them 
down to interline with another carrier.” 
Among the reasons for that were 
worries that the load might get lost or 
stalled. “The risk didn’t make sense 
for them when it was being handed 
off,” Dr. Prentice said. “But once it’s 
all under one rail line’s management, 
then I don’t see the same issue 
because Winnipeg to the border of 
Mexico is about the same as Winnipeg 
to Vancouver.” However, he added, 
“Once they’re inside Mexico, there 
may be some other issues.”

The Caxxor Group, meanwhile, 
is working on a major infrastructure 
project in Mexico that includes a new 
eight million TEU-capacity container 
terminal at Mazatlán that would link 
with a new railway to connect with 
the rest of the Mexican rail network, 
including the existing KCS line. 
“This project will transform the port 
of Mazatlán into the most efficient 
container handling facility on the 
planet,” said Kevin Kuly, Canadian 
managing partner for the Caxxor 

Group. “Our development will occur 
over three phases, the initial phase 
providing capacity for four million 
TEUs per year.”

LINK WITH WINNIPEG
The Mazatlán port and new 

railway are just part of larger privately 
funded T-MEC Corridor project that 
will have its northern terminus at 
Centreport in Winnipeg.

“This project truly will create 
a game-changing two-way freight 
network,” Mr. Kuly said. He envisions 
the project eliminating inefficiencies 
in North America’s existing trade 
infrastructure. Mr. Kuly didn’t provide 
an estimate of T-MEC’s full cost but 
news reports have described it as a 
US$3.3 billion project with the new 
port costing US$1 billion.

In 2019, trade volume in the 
U.S.-Canada-Mexico region was $1.17 
trillion, only 15.9 per cent of global 
trade, Mr. Kuly said in his Fields on 
Wheels presentation.
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“The total current estimated 
potential trade within the Americas 
alone is $22.5 trillion,” Mr. Kuly said.

While the new U.S.-Canada-
Mexico trade agreement, which went 
into effect in 2020, “has spawned 
opportunities to eliminate supply side 
constraints,” Mr. Kuly noted that in 
2018 only 1.4 per cent of Canadian 
exports were destined for Mexico 
and only 6.2 per cent of Canadian 
imports originated in Mexico. “It’s also 
important to note that this project, the 
T-MEC Corridor, is not being driven 
by the Canadian nor the American 
side of the equation. For Mexico, 
the U.S. East Coast and Canada 
represent a huge market potential for 
its products,” Mr. Kuly said. However, 
he added that Mexico also represents 
an opportunity for Canada and the 
U.S. “to access goods currently being 
produced from China and other Pacific 
Rim countries.”

Si-Port, as the new Mazatlan 
terminal is called, would have a 
container capacity greater than 
Canada’s five largest container ports 
combined. “Upon completion, Si-Port 
will rank number 20 of the top 20 wet 
ports in the world,” Mr. Kuly said. It 

will also be able to accommodate 
the largest containers ships of up 
to 30,000 TEUs that are expected 
to enter service by the end of this 
decade. The new railway promises 
to be another infrastructure marvel, 
covering 360 kilometres and built in 
five sections. Total cost of that part of 
the project is forecasted to be US$320 
million and will include 96 kilometres 
of tunnels and 75 km of bridges and 
trestles.

MOUNTAINS POSE 
CHALLENGES

Dr. Prentice noted that building a 
rail line through the Sierra Madres will 
present challenges. “Mexico itself is 
really not very ideal for rail,” he said. 
Nevertheless, he said both the new 
port at Mazatlán and the rail link are 
feasible. “I think it’s a matter of do they 
actually have the money and will they 
spend it?” Dr. Prentice said. “Because, 
as far as the geography goes, I don’t 
think there’s anything insurmountable 
in the way and there’s certainly rail 
lines to there that they can connect up 
with.” A bigger question, though, is 
“where are the destinations for those 
containers?” Dr. Prentice said.

Dr. Haughton, however, said the 
appropriate way to look at it would 
be as a “build it and they will come” 
proposal. “Sometimes infrastructure 
is built and then we start to see 
opportunities,” he said. “It’s like saying 
an invention is the mother of necessity 
rather than the mother of invention.”

The T-MEC project will also 
include four new logistics centres, in 
the Mexican states of Durango, Lerdo, 
Fonterra and Nava. “This will open 
efficient rail and road freight flow into 
the southern United States as well as 
to points north,” Mr. Kuly said. “Other 
facilities such as the Sinaloa Aerospace 
Park, a port within Texas, a port within 
Florida, and a port within Manitoba will 
also be developed to take advantage 
of these trade opportunities,” Mr. Kuly 
said.

The Texas part of the project 
recently hit a speed bump when the 
Mexican government said it would 
reroute the corridor away from Texas 
and into New Mexico to protest Texas 
Governor George Abbott’s move to 
increase inspections at the Mexico 
border, the Dallas News reported  
May 1.

FRESHER SUPPLY CHAIN
Centreport CEO Diane Gray said 

in a Fields on Wheels presentation 
that her organization is working with 
the Caxxor Group on a strategy for 
how to link with Mexico. “We’ve 
spent a fair bit of time in the past 
looking at opportunities of how to 
improve the supply chain on fresh 
fruits and vegetables in particular from 
Mexico to Canada,” Ms. Gray said. 
At present, many of those products 
aren’t imported from Mexico directly 
but come via the U.S., she noted. 
“So there are a lot of touch points 
before they make their way to Canada, 
which not only decreases freshness, 
but it drives up the overall cost of the 
product.” She added that Manitoba is 
also a major pork exporter to Mexico 
but there would be even greater 
opportunities for that with a more 
streamlined rail network.

In response to a question about 
the prospect of Centreport being 
perceived in Eastern Canada as too 
western-centric, Ms. Gray said, “It 
would benefit Canada as a whole, as 
opposed to just our capital region. 
Obviously, as a Canadian, I would 
like to see that.” Mr. Kuly, meanwhile, 
was asked when the T-MEC business 
plan would be presented to a larger 
technical audience to evaluate its 
feasibility. He said the Caxxor Group 
has approached multiple authorities 
and has been in conversation with 
governing bodies “for quite some 
time now.” He added that once the 
project details are no longer deemed 
confidential, they will be “made 
available to a broader audience.”

DIANE GRAY
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Shippers frustrated over service levels pile pressure on 
Class I rail carriers
BY IAN PUTZGER, AMERICAS CORRESPONDENT

The US Surface Transportation 
Board (STB) is getting 
impatient with the large rail 
carriers and has issued a 

‘notice of proposed rule-making’ in a 
bid to speed up solutions to service 
delays. According to the agency, part 
of the proposal is to make it clear 
that STB has the authority to direct 
emergency rail services and establish 
a faster process to deal with acute 
service emergencies. “The existing 
emergency rules are too cumbersome 
to be of use to shippers in need of 
immediate relief,” said STB chairman 
Martin Oberman.

The move is an immediate 
reaction to a recent deterioration of 
service. Terminal operators at the 
port complex of Los Angeles and 
Long Beach have complained about 
lengthening container dwell times on 
docks, because of insufficient rail cars, 
locomotives and rail staff.

“In recent weeks, rail service has 
become more unreliable, with most 
stakeholder concerns focusing on crew 
shortages and the inability to move 
trains,” STB noted, adding that this 
had led to a litany of headaches for 
shippers. 

But Mr. Oberman has criticized 
the rail carriers for some time about 
their service levels. He said: “The 
rail service challenges shippers are 

experiencing are amplified by certain 
recent conditions, but are not new.” 
In November, he said: “Shippers view 
service as more unreliable,” explaining 
they had been informed at short 
notice about service patterns being 
reduced from five to three days, or 
between weekdays and weekends, 
with “switches being missed, affecting 
their operations and manufacturing 
processes”.

Train speeds are also down. 
According to the Association of 
American Railroads, Union Pacific 
intermodal trains moved 2.1 per cent 
slower than last year, while CSX’s 
intermodal trains were 6.9 per cent off 
the pace.

STB has summoned the top brass 
from Union Pacific (UP), Burlington 
Northern Santa Fe, CSX, Norfolk 
Southern, Kansas City Southern and 
the two Canadian Class I carriers 
to hearings to discuss the service 
problems. Senior management at 
UP acknowledged a deterioration of 
service in a recent earnings call, after 
presenting record results for the first 
quarter. “Operationally we did not 
meet expectations, which is having an 
impact on our customers,” admitted 
CEO Lance Fritz. “We recognize 
that for growth to be sustainable, we 
need a reliable and consistent service 
product our customers can depend 

upon.” He blamed the problems 
on insufficient train, engine and 
yard employees to meet demand. 
The company did not have enough 
resources to cope with adverse winter 
conditions in February, which led to a 
build-up of inventory and customers 
putting more railcars on the networks 
to cover their needs, he said.

In CSX’s earnings call, CEO Jim 
Foote also laid the blame squarely on 
lack of staff, saying: “We need more 
people in the engineer and conductor 
ranks.” Mr. Oberman concurs on 
the issue of labour shortages, but 
blames these – in part at least – on 
the rail carriers’ drive for precision 
railroading (PSR) in recent years. This 
bid to reduce costs by streamlining the 
switching of railcars resulted in fewer 
rail yards, equipment and workers, 
while boosting profit margins. Mr. 
Oberman accused the rail carriers of 
operating with “bare bones” work 
forces after shedding 45,000 staff over 
six years.

Some shippers that vented 
their frustration over rail services in 
submissions to STB have also laid the 
blame on precision railroading. In a 
letter to STB, the Concerned Shipper 
Alliance complained its members 
were losing sales and paying more 
for trucking, as trains were running 
slow and railcars were stuck in yards. 
Precision railroading is the root cause 
of these problems, they claim.

Rail executives differ, arguing 
that precision railroading was helping 
them manage service recovery efforts 
more efficiently. “Unequivocally, PSR 
has been a benefit to the railroad,” 
Mr. Fritz argued in the investor call. 
“It means we try to touch cars the 
fewest number of times necessary 
to satisfy demand for our customers. 
That by itself allows us to have excess 
capacity.”
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                  Canadian cold 
storage firms achieve 

BY KEITH NORBURY

Five Canadian-based companies 
are among the world’s top 25 
largest temperature-controlled 
warehousing and logistics 

providers, according to the most 
recent rankings from the International 
Association of Refrigerated 
Warehouses. Leading the Canadian 
contingent is VersaCold Logistics 
Services, headquartered in Vaughan, 
Ontario. VersaCold placed eighth 
on the global list, compiled March 
22, with a capacity of 2,988,302 
cubic metres. The other Canadian 
companies on the list were Conestoga 
Cold Storage of Dorval, Quebec, at 
13th with 1,821,613 cubic metres 
capacity; Congebec Logistics Inc. of 
Boucherville, Quebec, at 14th with 
1,723,556 cubic metres; Confederation 
Freezers of Brampton, Ontario, at 
20th with 976,789 cubic metres; and 
Trenton Cold Storage of Trenton, 
Ontario, at 21st with 970,626 cubic 
metres.

CRITICAL TO GLOBAL COLD 
CHAIN

That five Canadian-based 
companies made the global list 
“shows how critical Canada is 
to the global food chain, in that 

such high capacity is needed to 
support domestic and international 
consumption,” VersaCold’s Director 
of Marketing, Brian Dove, said 
by email. Mr. Dove added that it 
also demonstrates “healthy mix of 
competition within the domestic 
industry” and reflects “a long-term 
commitment by the people behind 
these operations.”

Dr. Barry Prentice, a professor 
of supply chain management at the 
University of Manitoba, said he wasn’t 
aware that Canadian companies had 
such an outsized presence in the 
global refrigerated warehousing realm 
but he wasn’t surprised.

“Oftentimes, where things start, 
they tend to stay,” Dr. Prentice said. 
“We probably got an early start on 
the technology. And we’ve just still 
pursued it.”

He also noted that Canadian 
companies are large producers of red 
meat, cheese and other products that 
need longer-term storage. “Therefore, 
you need the cold storage to smooth 
out the production,” he said. “So it 
probably has a lot to do with just the 
size of the country and our agricultural 
foundation.” Dr. Prentice said he 
also read recently about a shortage 

of warehousing space in locales 
such as Vancouver. “I’m wondering 
whether part of that is companies 
that are starting to move away from 
the just-in-time approach and have a 
little more buffer stocks because of 
the uncertainty of when things might 
arrive,” he said.

VERSACOLD SOLD
Shortly after the latest global list 

was released, Lineage Logistics LLC 
— which tops the list with capacity 
of 73,498,895 cubic metres — 
announced it had “signed a definitive 
agreement” to acquire VersaCold from 
TorQuest Partners, the Investment 
Management Corporation of Ontario, 
and OPTrust. Until the deal closes, 
which is expected to happen in the 
third quarter of 2022, VersaCold and 
Linear will remain separate companies, 
Mr. Dove said. “So in the short term, 
it’s business as usual. Long term, 
this presents an opportunity for our 
customers to be integrated into 
a global network of temperature-
sensitive, food-focused logistics 
services. Our customers’ supply chains 
reach around the world and now so 
will their logistics partner.”

global recognition
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VersaCold now has 24 
temperature-controlled facilities with 
114 million cubic feet of storage and 
361,000 pallet positions. (That’s slightly 
more storage than the 105.5 million 
cubic feet in the most recent IARW 
tally.) In addition to its warehouses, 
VersaCold has about 1,300 employees, 
204 trailers, 188 trucks, and nine 
transportation terminals to serve about 
1,500 customers in nine provinces.

VersaCold began in 1946 as B.C. 
Ice & Cold Storage Co., which served 
the fishing industry in Vancouver, 
according to the company website. 
The company grew over the years 
and by 2005 had a global presence 
following its purchase of P&O Cold 
Storage, which added operations in 
the U.S., Australia, Argentina, and 
New Zealand. In 2010, VersaCold sold 
its offshore operations to Americold, 
which is now #2 on the global list with 
a capacity of 39,962,999 cubic metres. 
That sale included 54 facilities in the 
U.S., nine each in Australia, and New 
Zealand, as well as two in Argentina, 
said VersaCold news release at the 
time.

While that 2010 sale returned 
to VersaCold to its Canadian roots, 
the company still retained a global 
presence. However, VersaCold’s 
storage capacity dropped slightly 
after 2010 as the company reviewed 
its facilities one-by-one to ensure 
they met British Retail Consortium 
standards. “In that process, we 
determined that some sites would 

not be capable of meeting those 
standards or would be too inefficient 
to continue to operate and therefore 
we decided to exit those facilities,” 
Mr. Dove said. “Now that this 
consolidation process is behind us, 
we are actively working on expansion 
projects.”

KEY LOCATIONS
Mr. Dove noted that VersaCold 

has a high concentration of 
warehouses in the key port cities of 
Vancouver, Montreal and Halifax, 
as well as inland warehouses in 
such locations as Toronto, Calgary, 
Edmonton, and Winnipeg. 
VersaCold also operates “the largest 
temperature-controlled, food-focused” 
less-than-truckload transportation 
network in the country, he added. “So 
while our mix is constantly shifting, 
VersaCold partners with our customers 
to ensure the safe movement of 
goods domestically and between 
international markets,” Mr. Dove said.

In the news release announcing 
the VersaCold acquisition, Lineage 
Logistics President and CEO Greg 
Lehmkuhl said, “We also look forward 
to supporting capacity expansion 
plans at a number of warehouses 
across key Canadian markets.” Mr. 
Lehmkuhl also called the VersaCold 
acquisition “yet another milestone 
and an important broadening of our 
business in Canada.” Lineage Logistics 
has a global network of more than 
400 facilities spanning 19 countries in 
North America, Europe and the Asia-
Pacific region.

Mike Arcamone, President 
and CEO of VersaCold, said in the 
news release that his company 
is looking forward to the journey 
ahead. “Lineage has emerged as a 
world leader in creating innovative 
solutions to help reduce waste 
across the temperature-controlled 
supply chain,” Mr. Arcamore said. 
“Combining our seasoned team and 
our complementary facility network 
with Lineage will create an even 

more dynamic company capable of 
supporting the growing needs of our 
customers in Canada and around the 
globe.”

The acquisition by Lineage will 
give VersaCold experience and 
expertise in areas such as information 
technology, automation and 
complimentary services, “which will 
allow VersaCold to get to the next 
level,” Mr. Dove said. “The Canadian 
market is important for Lineage and 
VersaCold provides them with a coast-
to-coast network on which to continue 
to build on.”

SECTOR EXPANDING RAPIDLY
Canadian Sailings reached out 

to the other Canadian firms on the 
global list but they either declined 
to comment or didn’t respond by 
deadline. A Congebec spokesperson, 
for example, said the company 
was “too busy at the moment” 
to comment. A sign of how busy 
Congebec is that in March, it signed a 
20-year lease with Skyline Commercial 
REIT to develop a 210,000 square foot 
cold storage facility at Mascouche on 
Montreal’s North Shore. Construction 
is expected to be completed in 
the third quarter of 2023. In trade 
media reports, Nicholas-P. Pedneault, 
Congebec’s president and CEO, 
described the project as “a bit of a 
homecoming” for the company. “As 
a key link between food production 
and consumption, we want to continue 
to support this industry in which our 
company got its start,” Mr. Pedneault 
was quoted. “The pandemic and the 
supply issues of the past few months 
have enabled us to refocus on our 
customers’ needs right here at home. 
This new space will contribute to the 
growth of the region’s food chain and 
to the food autonomy of Quebec as a 
whole.”

According to the Congebec 
website, the company has more than 
500 employees, and operates 12 
modern facilities in Quebec, Ontario, 
Manitoba, Saskatchewan, and Alberta.
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New cold chain centre opens at Toronto airport

Air Canada has opened a 
new $16 million cold chain 
handling facility at Toronto’s 
Pearson International Airport. 

The facility’s inauguration, announced 
in March, will “expand and enhance” 
the airline’s handling of fresh food, 
pharmaceuticals, and other perishable 
products, said news from Air Canada.

“The enhanced temperature-
controlled facility is the only one 
of its kind for a Canadian airline 
and positions Air Canada Cargo to 
continue successfully growing our 
business, including the launch of 
our dedicated freighter aircraft,” the 
news release quoted Jason Berry, Air 

Canada’s VP, Cargo. The facility has 
temperate-controlled areas of over 
30,000 square feet and expanded 
cooler. The news release said the 
upgrades “are the first step in a 
multi-year investment plan for the 
facility and are part of several planned 
infrastructure investment projects for 
Air Canada Cargo.”

Features of the renovations 
include temperature controllers to 
reduce energy consumption, rapid roll-
up doors to reduce energy loss, and 
LED lighting, also to reduce energy 
use. The new cold chain centre “will 
enhance and accelerate the movement 
of food and other temperature-

Air Canada’s new cold centre at Pearson Airport has over 30,000 square feet of temperature-controlled areas.

BY KEITH NORBURY

sensitive products,” said Brian Dove, 
Marketing Manager for VersaCold 
Logistics Services, Canada’s largest 
refrigerated warehousing company. 
“However, due to the high cost of air 
freight transport, it will not replace 
traditional modes of transportation,” 
Mr. Dove added.

VersaCold, which has four sites 
in the Greater Toronto Area, handles 
air freight, including “higher-end, 
time-sensitive food products,” Mr. 
Dove said. “We are well-positioned to 
provide complementary services for 
food that is either coming or leaving 
Canada via air freight,” he added.
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Reefer costs rise in wake of pandemic
BY KEITH NORBURY

The COVID-19 pandemic has 
caused prices for refrigerated 
shipping containers to spike, 
says the partner of a Canadian 

company that buys, sells and rents 
new and used shipping containers. 
Before the pandemic, for example, 
Containers Unlimited could buy a 40-
foot reefer and sell it for $12,000 “and 
make our margins,” said Alun Brown, 
VP, Operations. “At one point through 
the pandemic, they were up around 
$20,000 for the same unit.”

The reefer market, though, hasn’t 
been hit as hard as dry cargo storage 
containers, he said. In Halifax, where 
the company is based, a 40-foot high-
cube double-door container would 
fetch $6,600 two years ago. “Right 
now, we’d have to charge upwards of 
13,000,” said Brown, who lives and 
works in Vernon, B.C., with business 
and life partner, Julie Millington, 
the owner, President and CEO of 
Containers Unlimited.

SHORTAGES IN MANY PLACES
Those in the refrigerated container 

business often face a shortage of 
reefers in a lot of places, notes a 
recent reefer market update from DHL 
Global Forwarding.

But is it a shortage? asks the May-
June 2022 report. “Actually, the final 
conclusion is, ‘as usual these days,’ not 
that simple.” Last year was a record 
year for new orders of reefers, the 
report said. And since they’re relatively 
quick to make, there should be plenty 
to go around. “In a normal shipping 
world, everything would be sailing 
smooth, but with all the disruption we 
face, even all the new builds cannot 
cover for congestion, increased lead 
time, trucker and genset shortage – 
just to name a few disruptions,” the 
report noted.

The market rates varied from 
place to place. For North American 
exports to Europe and South America, 
for example, rates remained stable. 

But for North America to Asia Pacific 
from U.S. West Coast ports, rates 
increased two-fold over the previous 
quarter. That was to cover the cost of 
empty reefers from Asia.

Nevertheless, the report’s tone 
was less dire than DHL Global 
Forwarding’s January-February 2022 
reefer market update that referred 
to “tough times” for many reefer 
shippers and importers. Not only was 
the world lacking reefer equipment, 
but dry container rates were exceeding 
rates for reefers, causing shipping 
lines to bump reefers in favour of dry 
containers. As a result, reefers were 
being stuck in Asia for six months even 
though refrigerated cargo was ready 
to ship, that update said.

Meanwhile 40-foot reefer rates 
increased year-over-year in the third 
quarter of 2021 by about 50 per cent 
to around US$4,700, according to a 
Drewry Maritime Research graph in the 
January-February 2022 DHL update. 
“So how can Chinese ginger be sold 
in Europe if transportation costs are 
same as the product selling price? 
It’s a bizarre situation!” that update 
said. “We will see this continuing 
in 2022 and potentially in 2023; i.e. 
fewer products in the supermarkets 
and mainly larger shippers with strong 
financial background being able to 
ship! Freezing Times ahead.”

Sure enough, in the first quarter 
of 2022, the reefer index reached 
around US$5,800. “We all are looking 
forward not to a new normal, but 
to our ‘normal’ back in the days,” 
the most recent update said. For 
Containers Unlimited — which deals 
with businesses in such locales as the 
Netherlands, South Korea, China, 
and the U.S. — “the last couple of 
years has been pretty bad with the 
pandemic,” Mr. Brown said. We’ve 
seen in some cases prices jumped up 
over 100 per cent,” he added. “We’re 

Rates for reefers are much higher today than in 2016 when this photo was taken.
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starting to see them come down a 
little bit, but I don’t think we’ll ever 
be back to where we were three years 
ago.”

Containers are challenging to find, 
whether new or used he said. “Twenty-
foot units are difficult to come by 
certainly in Eastern Canada,” he said. 
“North America has taken a bit of a hit 
with availability of cargo containers of 
any kind of size and shape, whether 
refrigerated or not.”

PORT CONGESTION
Congestion at ports has had 

impacts on the availability of 
equipment, including refrigerated 
shipping containers, said Brian Dove, 
Marketing Manager for VersaCold 
Logistics Services, Canada’s largest 
refrigerated warehousing company. 
That equipment shortage in turn 
affects the “timing of deliveries, 
scheduling and re-filling of 
containers,” Mr. Dove said. In addition 
to impeding the flow of goods, 
the lack of equipment “impacts 
the availability of ingredients and 
packaging materials for our domestic 
manufacturing partners, but also the 
ability to get finished product to other 
markets,” Mr. Dove added. “Overall, 
it creates imbalances and bottlenecks 
throughout the supply chain.”

VersaCold’s size, scale and 
service comes into play to address 

those impacts because it operates 
in multiple sites, such as Vancouver, 
Calgary, Edmonton and Winnipeg. 
“If there’s a container shortage in 
one city, we can potentially transport 
customer product to a warehouse in 
another city where it can be prepared 
for international shipment,” Mr. Dove 
said. “And because we operate an 
asset-based transportation network, 
we have the equipment to coordinate 
the movement of those goods all with 
the simplicity and peace of mind of 
one service provider.”

Mr. Dove wasn’t able to comment 
on the impact of surcharges on 
refrigerated containers, such as 
those imposed at Chinese ports, 
however. “Our customers handle their 
own freight costs with the relevant 
vendors,” he pointed out.

EMPHASIS ON CLEAN
Dr. Michael Haughton, a professor 

of supply chain management at Wilfrid 
Laurier University in Ontario, said 
the problem of container shortages 
predated the pandemic but that 
the latter has intensified it. “There’s 
a strong emphasis on making sure 
that whatever comes in is clean,” Dr. 
Haughton said. “So for example, when 
containers with agricultural products 
are sent to Asia, they seem to, since 
the pandemic, go through a more 
rigorous inspection process.” He 
attributed that to the preoccupation 
with decontamination earlier in the 

pandemic, when there was much 
uncertainty surrounding how the 
disease was transmitted, although it’s 
not clear if that still contributes to the 
shortage. “I think one of the things 
that we can say about this is that no 
one knows when exactly it will end 
because it is not simply a matter of 
waiting around, as if you’re waiting 
around for summer to come,” Dr. 
Haughton said.

Typically, the transportation 
industry deals with shortages by 
creating more of what’s lacking — 
although in this case, that might not 
be so straightforward. “Certainly some 
of those processes in the context to 
which we export agricultural products, 
if some of those processes can be 
can be done faster, then that certainly 
will help,” he said. Another possibility 
might be converting standard 
containers into reefers. However, 
he concedes that might be more 
complicated than simply installing 
a compressor and refrigeration 
equipment. 

Yet another possibility is for 
producers to shift to domestic markets, 
although he doesn’t expect that would 
happen overnight. “While I don’t 
propose that as a definitive answer, 
I think it’s something worth looking 
at. And it is something that I’d be 
watching for over the next little while 
to see if that is among the suite of 
solutions that organizations are willing 
to try,” Dr. Haughton said.

Reefers are in high demand.
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Port Saint John recently 
completed an expansion project 
that will expand its capacity 
to handle cool cargoes. “We 

actually last year invested in additional 
reefer stacks, or reefer plugins, to 
support that ability to have a secure 
cold chain,” said Shannon Blanchard, 
the Port’s Director of Supply Chain 
Innovation.

The port’s container terminal, 
operated by DP World, now has 481 
reefer plugs. Nearly 200 new ones 
were added as part of a $205 million 
modernization project that is slated for 
completion in the first quarter of 2023. 
“It was one of the first components 
of the modernization project that was 
completed,” Ms. Blanchard explained.

In April, Hapag-Lloyd announced 
an additional call to the port. It will be 
“the exclusive North American call” 
on a rotation connecting with Antwerp 
and Hamburg. “It’s going to be sort 
of an express call or sprint call,” Ms. 
Blanchard said. “The transit times 
connecting both on the east and west 
bound will be very competitive for all 
shippers and receivers here in Canada 
and U.S.”

Last year, Hapag-Lloyd started 
a west-bound service to Saint John 
from the Mediterranean, which Ms. 
Blanchard characterized as “a test 
track because we didn’t have a 
relationship or call with Hapag before 
and quickly realized that there were 

great opportunities for expanding on 
their existing service.”

IMPROVED RAIL ACCESS
While it’s not confirmed what 

ships will sail on the new service, Ms. 
Blanchard said they will be container 
vessels in the 4,000 to 6,000 TEU 
range. Since the new service hasn’t 
started, she wasn’t able to speculate 
either on what proportion of those 
containers would be reefers. However, 
she did say that “the enhanced reefer 
capacity definitely was put in place to 
support additional reefer volumes to 
our facilities.”

The new service comes on the 
heels of Canadian Pacific Railway 
regaining access to Port Saint John 

Port Saint John
BY KEITH NORBURY

Hapag-Lloyd recently announced a new service call to Port Saint John.

Ph
ot

o 
co

ur
te

sy
 o

f P
or

t S
ai

nt
 Jo

hn

enhances reefer capacity



Cool très cool

May 30, 2022 • Canadian Sailings • 45  

through the acquisition of the Central 
Maine & Quebec Railway in June 
2020. “This vital link to Port Saint John 
provides the shortest route between 
Atlantic Canada and North American 
inland markets, including a 269-mile 
advantage over our competition 
to Montreal, Toronto and Chicago, 
creating value for shippers across 
North America,” CP said in an April 
25 news release announcing the new 
Hapag-Lloyd service. “This seasonal 
product will be particularly beneficial 
in connecting customers in inland 
locations in the U.S. Midwest and 
throughout Canada with key North 
European ports,” the news release 
quoted Uffe Ostergaard, President of 
Hapag-Lloyd Americas.

Matthew Leech, CEO and 
managing director for DP World’s 
Americas Region, said in the release 
that the service would strengthen 
both the global supply chain and 
sustainable regional economic growth. 
“As an end-to-end logistics solutions 
provider, DP World Saint John has 
ample capacity to provide reliable, 
congestion-free service for carriers and 
shippers,” he said.

Back in 2017, Tropical Shipping 
moved its operations to Halifax, citing 

the lack of rail service at Saint John. 
Asked if the port might try to woo 
Tropical Shipping back, Ms. Blanshard 
said, “We welcome and have regular 
discussions with very collaborative 
ways with all of our logistics chain 
partners, and welcome commercial 
discussions on all opportunities. So, 
yes, we are very open to discussing 
the addition of many different service 
options to provide more direct 
connections into various parts of the 
world.”

CARIBBEAN SERVICE
Also since 2017, container line 

CMA CGM has had a weekly call at 
Saint John that also serves Central and 
South America and the Caribbean. 
Once, again Ms. Blanchard couldn’t 
discuss what commodities might be 
imported from that part of the world 
because of its commercial sensitivity. 
“There are a lot of products that would 
be in kind of the fruit and vegetable 
stream,” she said. “But there’s also 
a wide variety of commodities that 
are moving from that market into St. 
John, not just perishables.. As a port 
authority, we always right-size our 
infrastructure to support a diverse 

handling of different types of cargoes 
within our container business,” Ms. 
Blanchard said. “So we’re in line to 
support whatever types of cargo 
shipping lines are looking to either 
bring in or export from those regions.”

When one thinks of Central 
America, bananas spring to mind. 
In 2021, according to the Canadian 
government’s Trade Data Online, New 
Brunswick imported $21.8 million 
worth of bananas. About two-thirds of 
those bananas came from Guatemala. 
Canada as a whole imported $575 
million worth of bananas, again mostly 
from Guatemala. In 2020, bananas 
were Canada’s second most imported 
fruit, after grapes.

FLEXIBLE CONNECTIVITY
On the rail side, Saint John also 

has a long-standing relationship with 
Canadian National, which connects 
to the port with the shortline New 
Brunswick and Maine railway, a.k.a. 
NBM. The port is also excited about 
the recent acquisition by Class 1 
railway CSX of the shortline Pan Am 
railway that links Saint John with 
New England communities. “It’ll 
give us very much a flexible inland 
connectivity with these three Class 1 
railroads that we’re super pleased to 
have because on the Atlantic side of 
our country we’re the only port that 
has that optionality,” Ms. Blanchard 
said. It will also give shippers an option 
of using Saint John when ports in 
places like New York, New Jersey and 
Philadelphia are congested. “Shippers 
and receivers are always looking at 
optionality and how they can create 
a more fluid supply chain,” she said. 
In anticipation of that, the port has a 
submitted a proposal for what it calls 
an “enhanced modernization” that will 
increase its annual container capacity 
to 800,000 TEUs from its current 
325,000 TEUs. “That project would 
work alongside the same timeline as 
the initial modernization project with 
completion in 2024, Ms. Blanchard 
said.

SHANNON BLANCHARD
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Prelude to ILWU west coast labour talks brings up thorny 
issue of automation
BY IAN PUTZGER IN TORONTO

In the run-up to the nervously 
awaited contract negotiations between 
dockworkers and employers on the US 
west coast, verbal sparring is already 
in progress over automation – an 
issue on which the two sides are at 
loggerheads.

With the current contract set to 
expire on 30 June, the International 
Longshore and Warehouse Union 
(ILWU), which represents nearly 14,000 
port workers in California, Oregon 
and Washington State, and the 
Pacific Maritime Association (PMA) on 
behalf of shipping lines and terminal 
operators at 29 west coast ports, 
are due to start formal negotiations 
on 12 May in San Francisco. In an 
opening salvo, the PMA has published 
a study that it commissioned which 
extols the benefits of terminal 
automation. The authors found that 
container throughput per acre at the 
two automated terminals of the Los 
Angeles-Long Beach port complex 
was 44 per cent higher than at the 11 
non-automated box facilities at the 
twin ports. Since 2019 the automated 
terminals have processed boxes twice 
as fast as traditional ones, they wrote.

Through the use of autonomous 
vehicles and cranes that stack boxes 

higher and closer together, capacity is 
increased, the study points out. PMA 
views automation as a critical tool to 
address capacity constraints. PMA 
CEO Jim McKenna has called it the 
“key to long-term survival and long-
term competitiveness”.

According to the study, 
automation equally benefits labour. 
The authors found that between 2015, 
the last year before the transition to 
automated operations, and 2021, paid 
ILWU hours at the two automated 
terminals rose 31.5 per cent, more 
than twice the 13.9 per cent growth 
rate at the non-automated terminals. 
They added that the registered ILWU 
workforce at the port complex grew 
11.2 per cent, compared with 8.4 per 
cent growth at the other 27 west coast 
ports.

“Contrary to ILWU’s concern, 
automation at San Pedro Bay ports has 
added work, not come at its expense. 
Higher cargo throughput will create 
port-related jobs and add employment 
through the supply chain. Conversely, 
failing to adapt threatens to drive 
cargo to other ports, with a cascading 
loss of jobs on the docks and 
throughout the regional economy,” 
they concluded.

Predictably, ILWU dismissed the 
PMA-funded study as self serving. 
For its part, it argued that automation 
had resulted in the loss of hundreds 
of jobs at the ports. “The increased 
productivity that PMA is claiming 
at the two automated terminals has 
meant less work at other terminals 
and an overall loss of employment for 
longshore workers. We haven’t seen 
an overall increase in productivity at 
the ports, just a shell game to mask 
the human cost of job destruction,” 
the union commented.

This exchange is not likely to calm 
the nerves of cargo owners whose 
traffic moves through west coast ports. 
The last round of contract negotiations 
saw four months of disruptions from 
work slowdowns at various ports along 
the coast. 

Until now both PMA and ILWU 
have refrained from confrontational 
statements, let alone moves. During 
the past two years they have displayed 
a collaborative spirit of coping 
together with the challenges of Covid-
related disruptions and congestion 
problems.

There appears to be a broad 
consensus among operators 
and customers that this round of 
negotiations will not produce any 
significant disruption. One forwarder 
executive commented that both sides 
are facing strong pressure to come to 
a quick resolution – the administration 
in Washington is leaning on the union, 
while the employers would face a 
considerable financial impact from a 
lengthy stand-off, he said.

Three weeks ago, ILWU leaders 
dismissed fears of a destructive clash. 
“We’ve been doing this over 85 
years, and we will sit down, we will 
get an agreement,” declared ILWU 
international president Willie Adams.

Mario Cordero, Executive 
Director of the port of Long Beach, 
downplayed the automation debate. 
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According to him, lack of automation 
does not constitute a major 
impediment to attain the necessary 
efficiency levels. Instead, he described 
limited operating hours as the major 
obstacle, calling for 24/7 operations 
to be able to handle the elevated 

volumes of cargo that have been 
pouring in from Asia.

While there is still broad optimism 
that the contract talks can avoid 
serious clashes, importers and their 
forwarders are not taking any chances. 
Several forwarders have told the 

Loadstar that they have shifted some 
of their import from Asia to ports on 
the East Coast or the US Gulf region.

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

Charter hire rates still hitting new heights, but 
are expected to soften
BY MIKE WACKETT

Containership charter rates and 
second-hand values are heading for 
a correction according to a broker 
source, after sector records were 
broken again in January. February’s 
Horizon containerships report, from 
Maritime Strategies International (MSI), 
recorded daily hire benchmarks being 
smashed in all sizes as ocean carriers, 
niche shipping lines and forwarders 
competed for the same vessels. The 
only dilemma keeping shipowners 
awake at nights is whether to take the 
huge daily hire rates on offer for short 
to medium periods, or bank the still-
elevated rates from carriers for much 
longer periods. Moreover, owners 
continue to be besieged with offers on 
the S&P market, should they prefer to 
cash-in their assets.

According to the MSI report, the 
feeder sector, which it classifies as 
containerships of up to 3,900 TEUs, 
saw some of the most spectacular 
deals during January, buoyed by raids 
from a Hawaii-based transport group 

on behalf of US retailers. “Pasha 
Hawaii was the busiest customer in this 
segment, sweeping up charters for six 
containerships ranging from 2,700 to 
3,500 TEUs,” said MSI.

The standout fixture was a charter 
of 45-55 days for Sea Consortium’s 
2,743 TEU X-Press Mekong, which 
was fixed at a staggering $175,000 
a day, generating $7.8 million to 
$9.6 million of charter hire for the 
Singapore-based firm. Meanwhile, MSI 
said ‘market’ rates for this size of ship 
rose 7.3 per cent in January to a new 
record of $77,000 a day, noting that 
“movements in February have so far 
been limited”.

To overcome the dearth of 
open tonnage in the sector, MSI 
reported that charterers were tapping 
the orderbook of ships nearing 
construction completion to “secure 
vessels ahead of delivery dates”.

Elsewhere, in the mid-sizes from 
4,300 to 6,500 TEUs, panamax ships 
are in big demand again, not only 

from ad-hoc liners, but also from 
established carriers, such as Hapag-
Lloyd, which announced last week it 
was commencing a new standalone 
Asia to North Europe loop, deploying 
eight panamax vessels. The traditional 
workhorses of liner trades, prior to 
the unit cost liner war of the past two 
decades, panamax ships are now very 
much back in vogue, due to highly 
elevated freight rates across many 
tradelanes that make their deployment 
extremely profitable, while the ships 
offer improved flexibility over larger 
tonnage in terms of port options.

MSI reported new records for the 
‘classic’ 4,300 TEU panamax ships, 
with, at the extreme level, Pasha 
Hawaii paying $235,000 a day for 
the 4,308 TEU 2009-built Ionikos 
for a three-four month hire, while at 
the ‘market’ level, rates breached 
$100,000 a day for ships that could 
barely achieve $5,000 five years ago.

In the larger vessel sectors of 
7,500 TEU-plus, MSI saw rates for 
8,500 TEU ships “stabilizing at around 
$150,000 a day in January”, with some 
recent deals being done at $160,000 a 
day. Interestingly, MSI’s outlook for all 
sectors is for a softening of rates across 
the board in the coming quarters 
from the current highs, a view that is 
supported by one of The Loadstar’s 
broker sources. “What I’m hearing is 
that we may have reached the peak 
now,” he said, “I don’t see there being 
a crash, but there could be a bit of a 
correction from Q2 onwards as some 
of the congestion begins to ease.”

Reprinted courtesy of The Loadstar  
(www.theloadstar.co.uk)
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ONE plans to invest $20 billion in new box ships and 
terminals by 2030
BY MARTINA LI IN TAIWAN

Pan-Japanese liner group 
ONE is to invest $20 billion on new 
containership and terminal acquisitions 
over the next eight years. At an online 
media conference, CEO Jeremy 
Nixon (above) said 150,000 TEUs of 
newbuilding investments would be 
made annually, to 2030. He added: 

“We’re just starting to order ships 
as ONE. We have leased 38 vessels, 
which will be deployed from 2023 to 
2025, and that’s about 500,000 TEUs. 
That process will replace ships due to 
come off-charter and help to improve 
our overall efficiency in slot costs and 
reduce our carbon footprint.” Mr. 
Nixon said: “Last year, 75 per cent 
of our fleet was chartered from our 
shareholders and, by 2030, this will be 
reduced to 20 per cent …this is why 
we need to replenish our future ship 
requirements.” The newbuilds could 
be fuelled by hydrogen, ammonia or 
methanol, to align with the company’s 
green strategy, Mr. Nixon added.

Ships on long-term lease comprise 
six of 24,000 TEUs, 14 x 15,000 TEUs, 
eight x 12,000 TEUs and 10 x 7,000 
TEUs. ONE is said to be in the process 
of finalizing orders for ten 13,000 
TEU ships to be equally split between 
Imabari Shipbuilding in Japan and 
Hyundai Heavy Industries in South 
Korea.

ONE’s investments in container 
terminals will involve transferring 
assets from its parent liner companies. 
Formed in 2017 of the container 
businesses of MOL, NYK and K Line, 
Japan’s biggest shipping groups, ONE 
was intended to build synergies to 
overcome the difficult conditions in the 
container market at the time.

Mr. Nixon noted that, after a 
loss in ONE’s first year of operations, 
the company had been profitable 
ever since, and a net profit of $15.4 
billion is expected for fiscal year 
ending 31 March – a near five-fold 
increase on the net profit of $3.48 
billion achieved in FY 2020. He said: 
“From January to December 2021, 
ONE achieved a pre-tax profit margin 
of 53 per cent, compared with the 
industry average of 40 per cent. That 
indicates we are in the right place 
against our competitors, even though 
some of them are much larger than 
us. But that’s a key focus for us to stay 
forward.”

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

JEREMY NIXON

Intermodal struggles to be alternative mode for US 
container transport
BY IAN PUTZGER IN TORONTO

With the trucking sector losing 
steam and soaring fuel prices pushing 
shippers to rein in costs, intermodal 
traffic should be on the ascent in the 
US, but the latest numbers show a 
continuing downward trend. According 
to the Intermodal Association of 
North America (IANA), intermodal 
volumes dropped 6.6 per cent in the 
first quarter, year on year. International 
registered the steepest drop, falling 
15.5 per cent, while IANA’s intermodal 
trailer count was down 12.8 per cent. 

The seven intermodal corridors with 
the highest traffic density, which 
account for some 60 per cent of all 
volumes, all showed declines, led by 
a 15.3 per cent slump in the south 
central to south-west sector.

The Q1 decline follows 
contractions in the previous two 
quarters. IANA statistics for Q4 
21 show a drop of 9.8 per cent in 
intermodal volumes, following a 2.9 
per cent slip in the third quarter. 
According to the organization, the 

issues that drove down volumes in 
the latter half of 2021 – congested 
terminals, driver and labour shortages 
and equipment misalignment – are 
expected to continue through the first 
half of this year. In fact, pressure on the 
system will likely increase. Importers 
and operators are bracing themselves 
for a surge in imports from China once 
the lockdown in Shanghai ends.

However, the downward trend 
continued well into April. The most 
recent statistics show a 9.8 per cent 
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decline, year on year, in intermodal containers and trailers 
for the week ending 23 April, while rail carloads sank 4.5 per 
cent. And through the first 16 weeks of the year, intermodal 
units were down 7 per cent. In a historical reverse of 
patterns, domestic traffic outperformed international box 
flows in the first quarter for the first time in 21 years.

Domestic container numbers increased 5.5 per cent 
from a year earlier. A major factor was that some inbound 
intermodal shipments were stuck in ports and subsequently 
transloaded into domestic units, arguably the bigger 
trend was the ongoing decline in intermodal traffic which, 
according to some observers, has been on the wane since 
November.

Current market conditions – notably soaring fuel costs 
and slowdown in trucking demand – point to a favourable 
climate for intermodal business. Some observers have 
argued that the slowdown in trucking demand reflects a 
shift in customer priorities from speed of delivery to cost 
containment, as rail and ocean volumes have eased less. 
Intermodal traffic translates into lower fuel costs than 
trucking, and it has been described as “storage in slow 
motion”.

On the other hand, shippers have been wary of the 
intermodal option as a result of lengthening dwell times 
of intermodal containers at ports and chassis shortages in 
a number of locations. The Class I rail carriers have come 
in for some criticism for not acting fast and decisively 

enough to meet the recent problems. At a hearing on rail 
performance issues held by the US Surface Transportation 
Board last week, FMC commissioner Carl Bentzel argued 
that the major rail carriers could have done more to 
improve intermodal flows through ports. He stressed the 
importance of intermodal traffic due to a lack of space and 
land at the ports to rely on truck distribution. US imports 
rose 21 per cent last year, but rail box volumes dropped 
17 per cent, he said. The rail carriers have been accused of 
insufficient investment in intermodal equipment, such as 
53 ft containers. But Mr. Bentzel suggested the blame did 
not fall squarely on the rail operators. He pointed out that 
US intermodal traffic had lost ground over the years to 
intermodal services from Canadian ports to the US market. 
In part, this has been the result of better support for the 
concept from the government in Ottawa, both in terms of 
policy measures and funding, he added.

Reprinted courtesy of The Loadstar  
(www.theloadstar.co.uk)
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ONE reports $16.8 billon profit for past year, but says 
the outlook is uncertain
BY MIKE WACKETT

Japanese ocean carrier ONE has 
reported a record net profit of $16.8 
billion for its financial year ending 31 
March – but for the full-year 2022, its 
outlook is beset with uncertainties. 
Overall, liftings were flat, at 12.1 
million TEUs, mainly due to port 
congestion on the US west coast, 
which saw volumes from Asia to North 
America plunge by 412,000 TEUs, 
to 2.35 million TEUs. However, this 
reduction in liftings on the transpacific 
was mitigated by increased carryings 
on other trades, including 156,000 
more TEUs on the headhaul Asia to 
Europe routes, to reach 1.71 million 
TEUs. ONE‘s revenue soared by 109 
per cent on the previous year, to $30.1 
billion, for an average rate of $2,495 
per TEU, on the back of continued 
high spot rates and “significant” 
increases in its long-term contracts. 
This produced an EBIT (Earnings 
before interest and taxes) of $17.2 

billion and a net profit of $16.8 billion, 
compared with a net of $3.5 billion for 
the previous year.

“Despite the impact of seasonal 
factors, including the Chinese New 
Year, Russia-Ukraine hostilities and 
China’s recent lockdown, the strong 
cargo demand continued through 
January to March,” said ONE. 
CEO Jeremy Nixon lauded the 
performance, particularly the fact 
that the carrier’s EBIT margin was 
“ahead of its competitor industry 
pier group”. Nevertheless, he was 
less bullish on the outlook, saying: 
“It remains cautious, as there are still 
many trading uncertainties ahead 
in addition to further expected 
economic headwinds.” He also 
expressed concern regarding cost 
increases, which, for example, saw 
ONE’s average bunker price soar 54 
per cent during the period, to $512/
tonne. “Additionally, there is still a 

strong need for further investment in 
decarbonization and digitalization over 
the course of 2022 and beyond,” said 
Mr. Nixon.

ONE said it was “extremely 
difficult to announce a reasonable 
business forecast for the coming 
financial year” and that its forecasts 
were “yet to be finalized”.

However, MOL, a 30 per cent 
equity holder in ONE, along with 
Japanese shipping compatriots K 
Line (30 per cent) and NYK (40 per 
cent), has decided to downgrade its 
projected earnings from the container 
line by a third, in its group accounts 
released at the same time. This would 
suggest a net profit forecast for ONE 
of $11.2 billion for its 2022 financial 
year.

MOL said it was “anticipating 
a downturn in the global economy, 
leading to weak cargo movement 
associated with globally accelerating 
inflation and materialising geopolitical 
risks”. As a consequence, it said, it 
was “expecting a decrease in profit 
following the previous year’s record 
high”. The carrier said: “Cargo 
movement and freight markets, which 
are currently strong, are both expected 
to weaken after the second half, 
associated with the deceleration of the 
world economy and easing of supply 
chain disruption.”

ONE is currently the sixth-
biggest carrier by capacity, according 
to Alphaliner data, with 1,510,621 
TEUs on 206 ships, just ahead of 
Taiwanese carrier Evergreen, with 
its fleet capacity of 1,509,654 TEUs. 
Moreover, the Taiwanese line has the 
second-largest carrier orderbook, with 
65 ships for 627,196 TEUs, compared 
with ONE’s more modest orders for 
327,000 TEUs on 24 vessels.

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



May 30, 2022 • Canadian Sailings • 51  

2M means to launch Ukrainian rail-river export service, 
despite ‘challenges of war’
BY NICK SAVVIDES

MSC, as part of the 2M Alliance, is 
to launch a rail-river export service for 
Ukrainian cargo in the Odessa region 
heading to Constanta in Romania, 
for onward connections to global 
destinations. Speaking exclusively 
to The Loadstar, Odessa-based 
consultancy Informall said the first 
train was due to leave DP World’s TIS 
Pivdennyi terminal in Port Yuzhnyi, 
40km east of Odessa in early April.

However, it added, although the 
service had been announced, such 
operations were “very challenging 
due to the war”, and not all expected 
services will run. The Loadstar will 
endeavour to update readers as 
events occur.

The planned route for the rail-river 
service is for cargo to leave Yuzhnyi 
by rail travelling west to Odessa and 
then on to Izmail Port on the Romanian 
border. From there, containers will be 
loaded onto river barges headed for 
Constanta.

Development of the route is still 
taking place, given the difficulties 
posed by the military conflict. 
Exports from Ukraine are expected to 
decrease once the cargo already at 
the ports is shipped and all available 
empty equipment is used. It was 
still uncertain whether shipping lines 
would supply empty containers from 
neighbouring Romania, due to the 
war-related risks.

Informall said Ukrainian ports had 
remained closed since 24 February, 
with about 100 merchant ships unable 
to put to sea. However, some ports 
are completing loading and discharge 
operations for the vessels at berth.

“This logistics route [Odessa-
Constanta] is still under development, 
cargo is not consistent and the 
timeframe of each leg is uncertain. 
Full containers are expected to 
be accumulated in Izmail until a 
barge arrives, however it remains a 
theoretical service,” explained an 
Informall spokesman.

As of early April, export containers 
were being delivered to Constanta 
via trucks only. “Freight forwarders 

and other transport stakeholders 
have developed this route on paper. 
However, as always happens in real 
life, it takes a lot of effort to make it 
all work out,” said Informall, adding 
that this was particularly the case 
when an estimated $163 billion 
worth of infrastructure losses to day 
34 of the conflict were factored in. 
Moreover, Informall pointed out, the 
export service once fully launched 
would “help to handle heavily loaded 
containers which cannot be delivered 
by road due to weight limitations”.

Port and terminal operations 
in Ukraine remain difficult, not least 
due to reported sightings of “free-
floating mines in the Black Sea, far 
from Ukrainian territorial waters”. It 
means vessels are also unable to call at 
Ukrainian Black Sea facilities. However, 
the actual number and location of 
mines have not been confirmed by 
Ukrainian officials.

Russia’s naval forces are also 
blocking Ukrainian ports in both Azov 
and the Black Sea, which means new 
container loads and empties cannot 
be landed directly in the country. With 
cargo and equipment already trapped 

TIS Container Terminal Port Yuzhnyi Ukraine. Credit DP World.
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by the war, shipping companies have 
officially stopped calling at Ukraine. 
However, ONE (Ocean Network 
Express) has announced that change 
of destination (COD) administrative 
fees and cancellation fees have been 
waived for bookings to and from 
Ukraine, and detention and demurrage 
charges, applicable to containers that 
arrived in Odessa pre-war, or those 
due to depart from there, have been 
suspended until further notice.

Constanta has been a major 
import hub for Ukrainian import and 
export containers during the war, 
while Hamburg and Gdansk are also 
facilitating Ukrainian imports, but at 

lower volumes. The majority of cargo 
is medical and food supplies coming 
via western land borders into Ukraine’s 
Lviv region.

Last year, Ukraine, Russia, 
Romania, Georgia and Bulgaria 
handled 2.45 million TEUs in the Black 
Sea region, of which more than half 
were imports. The full-to-empty TEU 
ratio is 78.3 per cent to 21.7 per cent, 
respectively. Ukraine had been the 
leading country in terms of regional 
container turnover since 2016, except 
for a 2017 blip.

And in 2021, while eastern 
Ukraine, the Donbas and Crimea 
regions were occupied by Russia and 

the world economy was recovering 
from the pandemic, causing ocean 
freight rates to soar as well as empty 
equipment shortages, Ukraine still 
increased its volumes by 1.2 per cent, 
at 829,725 TEUs, 34.2 per cent of 
the Black Sea market. Informall data 
analyst Daniil Melnychenko told The 
Loadstar: “The annual results show 
the real resilience of the people 
of Ukraine, their adaptability, their 
drive to build their nation and move 
forward, despite all the issues we 
encounter.”

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

‘Another extraordinary quarter’ for Maersk, as it 
nets record profits
BY MIKE WACKETT

Maersk has posted a $6.8 billion 
net profit for the first quarter of the 
year – and expects Q2 to be better 
still. “We are building a very different 
Maersk…we are building a better 
business,” CEO Soren Skou told 
investors during an earnings call.

The record result was achieved 
despite including an impairment of 
$718 million for its Russian activities 

and carrying 7 per cent less volume 
on its ships. The Danish transport and 
logistics group saw its revenue surge 
by 55 per cent on Q1 21, to $19.3 
billion, as it locked-in more shippers 
to higher long-term contract rates and 
persuaded more of them to use its 
logistics services.

The group recorded an EBITDA of 
$9.1 billion for the quarter, and EBIT 

of $7.3 billion (including the Russia-
related impairments) for a net profit of 
$6.8 billion, by far its strongest-ever 
result.

Volumes transported by its 
Ocean sector fell by 6.7 per cent, 
compared with the previous year, to 
6 million TEUs, due to increased port 
congestion, which also obliged the 
carrier to deploy 4.5 per cent more 
capacity across its tradelanes. Freight 
revenue of $13.6 billion resulted in 
an average rate of $2,276 per TEU, 
compared with $1,331 per TEU 
previously. Maersk benefited from 
the disruption in the supply chain, 
gaining considerable traction in its 
contract negotiations, with 80 per cent 
of customers now signed for this year, 
for an average increase of $1,400 per 
FEU.

Mr. Skou said the balance of 
contracts were “in negotiation”, but 
added he was confident that the 
average year-on-year rate increase 
would be maintained, which would 
add some $10 billion of freight 
revenue to this year’s result. He 
also advised that 22 per cent of the 
contracts agreed, equating to 3.2 
million TEUs annually, were multi-
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year, either on a fixed-rate or index-
linked basis, which he said would 
help to insulate the carrier from the 
volatility of the spot market into 2024 
and beyond. “We have very strong 
confidence in our contract portfolio,” 
said Mr. Skou, adding that its 
200-strong customer base contained 
many reliable household name 
companies. 

Maersk’s logistics businesses 
grew revenue by 41 per cent, to $2.9 
billion, “as both existing and new 
customers continue to buy into the full 
proposition of integrated solutions”. In 

terminals, APMT’s revenue increased 
to $1.1 billion, versus $915 million 
the year before, on flat volume of 
3.1 million TEUs, “driven by higher 
storage income in North America and 
increasing tariffs”.

Maersk’s decision to withdraw 
from doing business in Russia resulted 
in an impairment of $485 million in its 
holding in Global Ports Investments, 
which operates six terminals in Russia. 
This resulted in a negative EBIT of 
$73 million for the quarter for APMT’s 
terminals business.

Maersk said that, based on a 
strong first half and higher contracted 
rates, it anticipates an underlying 
EBITDA of about $30 billion, and an 
underlying EBIT of $24 billion, for 
the full year. Mr. Skou said a drop in 
consumer confidence in Europe and 
the US could impact demand, but 
there was “quite low visibility” in the 
outlook. “There is strong indication 
that we will see less growth in the 
second half of the year,” he added.

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

Hapag-Lloyd books $4.7 billion Q1 profit, but the 
outlook is uncertain as costs rise
BY MIKE WACKETT

“We have to accept that demand 
is going down,” said Hapag-Lloyd 
CFO Mark Frese, after announcing a 
net profit leap to $4.7 billion in the first 
quarter. He was standing in for CEO 
Rolf Habben Jansen at the carrier’s Q1 
earnings call presentation on May 12.

The company saw Q1 net profit 
more than triple from $1.45 billion 
for the same period of last year to 
$4.7 billion during the first quarter 
of 2022, and also expects a “strong 
second quarter” – but is much less 
certain about the outlook thereafter. 
“Looking at the market data, we see 
volume growth is expected to be 
lower than anticipated, due to high 
inflation and geo-political risks which 
weigh on consumer sentiment,” said 
Mr. Frese. “Even if congestion stays at 
current levels, or there are new reasons 
for congestion, the overall sentiment 
we are seeing now is that demand is 
softening.”

He said demand in North America 
was “still relatively strong”, but there 
was “lower demand in Europe”.

On spot rates, Mr. Frese said he 
expected to see a “strong reduction” 
in the third quarter, with, in some 
instances, short-term rates falling back 
below contract rates.

“Although there are regional 
differences, the trend is the same; we 
are seeing a softening of spot rates 
globally,” he said.

“Newly concluded long-term 
and multi-year contracts will offer 
some protection from falling spot 
rates,” said Mr. Frese, confirming that 
“roughly 50 per cent” of Hapag-Lloyd 
business was supported by contracts, 
with about 10 per cent represented 
by multi-year deals. Nevertheless, the 
carrier’s Quick Quotes digital platform, 
which generally mirrors spot market 
rates, now accounts for more than a 
quarter of its total bookings, added 
Mr. Frese. Previously, Mr. Habben 
Jansen had said the year had “got off 
to an exceptionally strong start” and, 
although there were “the first signs 
that the market has passed its peak”, 
he still expected a strong second 
quarter.

Hapag-Lloyd’s liftings were flat in 
Q1 as it transported 2,987,000 TEUs 
for revenue of $9 billion, up 82 per 
cent year on year, for an average rate 
of $2,774 per TEU. This compares with 
Maersk’s average of $2,276 and fellow 
THE Alliance partner ONE’s $2,973 for 
the same period.

Meanwhile, transport expenses 
surged 21 per cent, year on year, to 

$3.3 billion, driven by a 68 per cent 
hike in bunker costs and double-
digit increases in handling, haulage, 
equipment and vessel costs. However, 
Mr. Frese was optimistic that some of 
these costs could be reduced in due 
course, but admitted that other costs 
might remain long-term.

On 28 April, based on an 
expected strong first-half result that 
will “exceed earlier expectations”, 
Hapag-Lloyd raised its full-year 
earnings forecast by $2.5 billion, for 
an EBIT in the range of $12.5 billion to 
$14.5 billion. Hapag-Lloyd is currently 
ranked fifth in the carrier rankings, 
with a fleet of 248 ships for a capacity 
of 1.75 million TEUs, with a newbuild 
orderbook of 416,000 TEUs.

Reprinted courtesy of The Loadstar  
(www.theloadstar.co.uk)
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Another record quarter for Cosco, with more eye-
watering results to come
BY MIKE WACKETT

Cosco Shipping expects to post 
a net profit of $4.3 billion for the first 
quarter of this year, following its $13.8 
billion profit in 2021. Indeed, Cosco’s 
preliminary results suggest that ocean 
carriers are set to cumulatively smash 
all records when all Q1 earnings are 
reported.

It will be another record quarter 
for the Chinese state-owned carrier, 
including Hong Kong-based subsidiary 
OOCL, which contributed more than 
half of Cosco’s earnings in 2021. 
According to analysis by Blue Alpha 
Capital founder John McCown, in Q4 
2021, carriers cumulatively earned 
a staggering $52.5 billion, which, 
putting liner results into context, was 
14 per cent higher than the combined 
profits of Facebook, Amazon, Netflix 
and Google – often referred to in 
financial circles by the acronym 
FANG, and as return on investment 
(ROI) exemplars. Blue Alpha Capital’s 
calculation combines the two-thirds 
market percentage from carriers that 
publish their results with an estimate 
for the others, based on their average 

earnings. But since these include 
top-ranked MSC, it is possible that 
even the eye-watering $52.5 billion 
understates the magnitude of liner 
profitability.

Of note, and in terms of the 
carriers that do publish their results, 
CMA CGM is trending as the most 
profitable carrier, the French carrier’s 
net profit in Q4 2021 at $6.7 billion, 
compared with Maersk’s $6 billion, 
ONE’s $4.9 billion, Hapag-Lloyd’s 
$4.1 billion and Cosco’s $3.3 billion. 
Evergreen was next in line with a 
Q4 profit of $2.8 billion, followed by 
South Korea’s HMM’s net profit of $2.2 
billion, which finally wiped out its five 
years of heavy losses.

Within its 2021 annual results, 
Cosco subsidiary Orient Overseas 
(International) (OOIL) and parent 
of OOCL, said the market situation 
remained “very similar to what we 
saw during 2021”. It said demand 
“still appears to be resilient” and that 
continuing congestion and disruption 
“means there is considerable pressure 
on available space and consequently 

high demand for our services”. 
Nevertheless, OOIL admits that 
forecasting beyond the first half of the 
year “becomes even more difficult”.

Meanwhile, commenting on 
the financial outlook for container 
shipping, Mr. McCown said that, 
despite the prospect of weakening 
demand, “the much-improved 
results have a long tail even if supply 
and demand conditions change 
materially”. He pointed to annual 
contracts that have been renewed 
at much higher rates and the fact 
that carriers had “leveraged their 
negotiating power” to persuade 
shippers to enter into multi-year deals, 
adding: “This will have the effect of 
pushing the rate impact of what has 
already happened further out into 
the future. “In effect, seeking longer 
contracts is a way of hedging on the 
part of the carriers and suggests a 
belief that rates have peaked,” said 
Mr. McCown.

Reprinted courtesy of The Loadstar  
(www.theloadstar.co.uk)
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Carriers on course for a $300 billion profit as Maersk hikes 
guidance by $6 billion
BY MIKE WACKETT

Ocean carriers are set to smash 
all previous earnings records in the 
first quarter, and are on course for 
colossal 2022 full-year profits of $300 
billion – but growth predictions are 
being pared back, due to weaker 
demand. Indeed, despite the booming 
carrier market, according to maritime 
consultant Drewry there is an increase 
in downside risks that could threaten 
the earnings of the container lines 
from the second half.

In an update Maersk said it now 
expected to exceed its forecast 
with Q1 revenue of $19.3 billion, 
an EBITDA of $9.2 billion and EBIT 
of $7.9 billion. The carrier said the 
result was driven by a 71 per cent 
year-on-year increase in its average 
rate across its liner trades, and was 
achieved despite a 7 per cent decline 
in carryings.

As a consequence, Maersk said 
it was upgrading its full year EBITDA 
guidance to $30 billion from $24 
billion, for an underlying EBIT of $24 
billion. Its previous forecast was for 
$19 billion.The Danish transport and 
logistics group posted a net profit 
of $18 billion for 2021, following a 
$2.9 billion surplus the year before. 
It said its earnings guidance for 2022 

was “still based on an assumption of 
normalisation” for its liner business in 
the second half of the year.

Maersk advised that, based on the 
negative volume developments in Q1, 
it had decided to revise downwards its 
outlook for global container demand 
growth to between -1 per cent and +1 
per cent, from the previous forecast of 
+2 per cent to +4 per cent.

Meanwhile, hosting a webinar for 
the release of its quarterly Container 
Forecaster report, Drewry’s senior 
manager for container research, 
Simon Heaney, said that, reflecting 
“how crazy the container market is 
currently”, the report, published on 
31 March, included a downgrade of 
the outlook for world port handling, 
but sizeable upgrades for freight rates 
and carrier profits. “Over the past 
two years, the dominant driver of 
freight rates and, subsequently carrier 
profits, have been container system 
inefficiencies, disruptions and port 
congestion,” said Mr. Heaney. “These 
factors we now consider embedded in 
the market and have simply relegated 
supply and demand and other cost 
factors to the margins. “Ultimately, 
carriers’ ability to charge customers 
extremely high freight rates is going 

to be dictated by the longevity of the 
liner supply chain bottlenecks, which, 
sadly, remain highly unpredictable.”

Drewry said it expected its blend 
of head and backhaul spot and 
contract freight rates to increase by 
a further 39 per cent this year, after 
an increase of 110 per cent in 2021. 
This, said Mr. Heaney, would see the 
cumulative profit for the liner industry 
hit $300 billion this year, after having 
recorded an estimated $214 billion 
profit for 2021. Nevertheless, Mr. 
Heaney flagged a growing number 
of downsides for carriers that could 
impact their earnings, not least a 
prolonged war in Ukraine, global 
inflation and a short-term effect from 
China’s zero-Covid policy.

Drewry has downgraded its 2022 
container shipping demand outlook 
from 4.6 per cent to 4.1 per cent, and 
for 2023 to 2.8 per cent from 3.5 per 
cent. However, the outlook contained 
in its report has already been impacted 
by recent events and Mr. Heaney said: 
“If we were to rerun the numbers 
today, we would get even lower 
growth figures.”

Reprinted courtesy of The Loadstar  
(www.theloadstar.co.uk)
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Global Forwarding the star performer as DP-DHL 
reports ‘solid’ Q1 results
BY ALEX LENNANE

DHL’s Global Forwarding division 
was the shining star in what the 
company called a “solid” set of results 
– which also noted the “normalization” 
of e-commerce after the pandemic-
related surge. The group saw revenues 
rise nearly 20 per cent to €22.59 billion 
($23.88 billion), resulting in EBIT of 
€2.15 billion, up nearly 13 per cent.

Of this, Global Forwarding 
accounted for €6 billion, up 70 per 
cent from a year earlier. Air freight 
revenue rose 55 per cent, to €2.85 
billion, “due mainly to tradelanes 
between the US and ¬Europe”, while 
sea freight revenue grew more than 
100 per cent, to €2.59 billion.

DHL GF outclassed rivals Kuehne 
+ Nagel and DSV in ocean freight 
volumes. Both forwarders said 
overall market volumes were down 
by between 7 per cent and 10 per 
cent – DHL GF, however, reported flat 
volumes in ocean.

CFO Melanie Kreis (pictured 
above) said she was “extremely 
happy”, adding: “We cleaned up our 
[ocean freight] portfolio. We weren’t 
growing, and we have now done our 
homework. Our visibility [platform] is 
really paying off.” She added that DHL 
GF had benefited “from more than 
just good rates” – which she predicted 
would not normalize in the very near 
future – but the company was “clearly 
taking market share”. Air freight 
volumes grew some 3 per cent, with 
gross profit up 70 per cent.

While Chinese lockdowns 
have affected business, Ms. Kreis 
anticipated a spike from pent-up 
demand. “I can’t tell you when, but 
there are some encouraging signs.” 
DHL started accepting shipments 
for east China on May 2, she added. 
“China is clearly creating a bottleneck 
situation, and there is an expectation 
of a surge in volumes. It won’t be of 
peak season dimensions, but there is 
some pent-up demand in volumes, 

which will have an impact on the rate 
situation.”

Ms. Kreis added that the first 
quarter had been “super dynamic” 
in express air freight. The company 
had had to “rejig the network” as it 
grappled with the ending of overflight 
rights over Russia. “We also had to 
replace some of the aircraft we used, 
which were Russian carriers,” she said. 
“That led to an increase in costs in 
our air network, but it was offset… 
by selling off excess capacity into the 
forwarding market. We clearly benefit 
from an increase in rates, but that just 
compensated for aviation costs.” She 
added that DHL Express had increased 
its emergency situation surcharge to 
help offset aviation costs.

Meanwhile, DHL’s acquisition 
of Hillebrand, which went through 
towards the end of March, could be 
its only step into M&A in the near 
future, said Ms. Kreis. “Our focus 
is, and remains, on organic growth. 

But if opportunities come up that 
fulfil our criteria we would be open 
to it. There are not many fantastic 
opportunities coming up on a weekly 
basis, but Hillebrand shows what we 
are interested in.”

DHL noted various macro 
changes, which could affect its 
business. Ms. Kreis said: “The war in 
Ukraine and the subsequent sanctions 
against Russia have led to shortages 
of commodities and intermediate 
products, and are impeding industrial 
production and dampening global 
growth in net terms as well. At the 
same time, a strong rise in inflation is 
putting the brakes on real consumer 
demand. “An additional burden are 
China’s extensive lockdowns at a time 
when most other countries have been 
lifting pandemic-related restrictions 
simultaneously. 

Reprinted courtesy of The Loadstar  
(www.theloadstar.co.uk)
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Record profits bring future of DB Schenker into sharp relief
BY STUART TODD

Record profits at DB Schenker 
have brought the debate over the 
future of Deutsche Bahn’s (DB) logistics 
arm into sharp relief again: spin-off, 
sale, or re-evaluated as a strategic 
asset within the German state railway 
utility group ?

At a press conference, as 
Deutsche Bahn presented its 2021 
annual results, Levin Holle, Board 
member for finance and logistics, 
gave little away. “DB Schenker was 
extremely successful once again. 
In uncertain times, Schenker kept 
its customers’ supply chains stable 
around the globe. And that had 
financial benefits. Now facing its 
150th anniversary as a company, 

Schenker has delivered excellent 
results – record revenues of over 
€23 billion for 2021, record profits 
and a pioneering strategy to further 
improve its competitive position.” He 
continued: “It is certainly true that 
special circumstances in the air and 
ocean freight markets were part of 
the reason for Schenker’s enormous 
profit increase of more than 75 per 
cent to €1.2 billion ($1.3 billion). But 
DB Schenker’s management also made 
a number of very sound decisions in 
the face of great uncertainty. “For 
example, they decided to set up 
their own charter network in the air 
freight market. They also decided to 
expand climate-friendly, biofuel-based 

transport options. And they worked 
tirelessly to take each of their business 
segments to the next level. That put 
DB Schenker in an excellent position 
for sustained growth.”

Buoyed by the record financial 
performance in 2021, the question 
is where does DB Schenker go from 
here? Will its exceptional profits 
last year be available for M&A or 
re-investing? Or instead, will the 
company be viewed as a timely 
‘golden egg’ by its parent, re-
evaluated as a strategic asset, with a 
good part of its profits going towards 
subsidising DB’s rail services? It is 
understood that these options are 
being debated at federal government 
level, and only time will tell but if the 
latter option is pursued. It would, 
arguably, put DB Schenker on the 
back foot and risk increasing the gap 
between it and the ‘Big Three’, DHL 
GF, Kuehne + Nagel and DSV, in the 
sector.

DB Schenker’s 2021 EBIT 
(operating profit) of just €1.2 billion 
compares with almost €2.88 billion last 
year at K+N, while DP DHL GF’s freight 
division more than doubled its EBIT to 
€1.3 billion and DSV’s €2.1 billion.

DB Schenker handled almost 1.44 
million tonnes of air cargo last year 
and just over 2 million TEUs.

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

Busan to create a ‘smart’ container to ship lithium 
batteries safely
BY MARTINA LI IN TAIWAN

Municipal authorities in Busan, 
home of South Korea’s busiest 
container port, have chosen the 
design and development of a “smart” 
container, which can transport 
batteries safely, following increasing 
publicity about the dangers of carrying 
lithium batteries in containers.
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Busan authorities will work on the 
so-called Battery Safe Transport Smart 
Container and its system technology 
development with South Korea’s 
largest container manufacturer, Vesta, 
pallet rental company Korea Pallet 
Pool and Busan Techno Park. The 
parties propose a design featuring 

fire insulation and flame retardancy, 
sensors and shock protection, 
alongside the development of 
a blockchain-based transport 
information system.

The number of battery shipments 
has been rapidly increasing in tandem 
with rising demand for electric 
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vehicles. However, lithium batteries, 
especially, have been known to burst 
into flames, causing port authorities 
and ship operators to require such 
cargo to be declared as dangerous 
goods.

Busan’s authorities said that, with 
real-time monitoring, it was possible 
to reduce the risk of explosion during 
transport and to pre-empt fires by 
developing special container materials 
to increase insulation and flame 
retardancy. Busan’s Digital Economy 
Innovation Office head, Lee Joon-
seung, said, “Busan processes more 
than 90 per cent of the country’s 
lithium-ion battery imports and 
exports, so the development of 
container technology for safe battery 
transport is essential. By securing 
safety, the status of Busan as an 
international port and logistics city will 
be enhanced.”

The consequences of lithium-
fuelled fires can be worse than others 
as they are very difficult to extinguish, 
prone to thermal runaway and present 
a risk of explosion. And, due to the 
heat generated, re-ignition after a 

fire has been extinguished is another 
major risk.

The growing number of shipments 
of lithium batteries have led insurer 
TT Club to last month call for greater 
vigilance. Risk management director 
Peregrine Storrs-Fox said: “The 
majority of shippers will take all 
practicable steps to ensure that their 
lithium batteries achieve certification 
and are classified, packaged, packed, 
labelled and declared correctly. A 

small – frankly criminal – minority 
are motivated to avoid compliance, 
entering cargo into the supply chain 
that presents great risk to all. “Once 
lithium batteries are placed into the 
intermodal supply chain, there is 
little opportunity for the cargo to be 
checked, visually or otherwise, to verify 
compliance.”

Reprinted courtesy of The Loadstar  
(www.theloadstar.co.uk)
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Growth in US manufacturing slows as economy 
loses momentum
BY IAN PUTZGER, AMERICAS CORRESPONDENT
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The US economy is losing 
momentum as it struggles against 
headwinds. The latest numbers on the 
manufacturing sector show a broad 
decline in momentum – although it 
remains in growth mode, unlike the 
economy overall.

US GDP shrank 1.4 per cent year 
on year in the first quarter, a sharp 
reversal from last year when the 
economy expanded 5.7 per cent, the 
fastest full-year clip since 1984.

However, statistics on US 
manufacturing in April, released by the 
Institute for Supply Management (ISM), 
paint a slightly more upbeat picture. 
While the domestic manufacturing 
industry maintained growth, extending 
the run of uninterrupted expansion 
to 23 months, the manufacturing 
PMI slipped 1.7 percentage points 
from its March level, to 55.4 per cent, 
its lowest reading since July 2020. 
Growth in new orders, production and 
employment, exports and imports and 
in raw materials inventory fell, while 
lead times for capex and production 
materials stretched to record levels, 
ISM reported.

ISM’s production index for April 
shows a slowdown of 0.9 per cent from 
March, to 53.6 per cent. Output was 
hampered by a combination of factors, 
primarily labour and parts shortages. 
The employment index was down 5.4 

percentage points on the previous 
month. Companies reported a limited 
improvement in hiring numbers, but 
this was cancelled-out by higher 
numbers of employees leaving or 
retiring.

Shortages of materials, parts 
and components have been the 
other major drag on output. Inputs 
continued to constrain production 
expansion, ISM reported, noting that 
the supplier deliveries index indicates 
deliveries slowed at a faster rate in 
April, while the indices for inventories 
and imports show deceleration.

Tim Fiore, Chair of ISM’s 
Manufacturing Business Survey 
Committee, said: “Deliveries slowed 
at a faster rate compared with the 
previous month. The index continues 
to reflect suppliers’ difficulties in 
meeting demand from panelists’ 
companies. April saw suppliers 
re-entering a labour-constrained 
environment, according to panelists’ 
comments, and transportation 
networks are again demonstrating less 
flexibility.” And he does not expect to 
see a significant improvement in the 
near future, adding: “Improvement in 
the index will be tepid for the rest of 
the second quarter due to continuing 
labour issues and the expected impact 
of recent China lockdowns.” Concern 
over the lockdowns in China are 

weighing heavily on the outlook for US 
manufacturing, said Mr .Fiore.

“Overseas partners are 
experiencing Covid-19 impacts, 
creating a near-term headwind for 
the US manufacturing community. 
Fifteen per cent of panelists’ general 
comments expressed concern about 
their Asian partners’ ability to deliver 
reliably in the summer months, up 
from 5 per cent in March.” he noted.

One respondent observed 
that tier-two supplier shutdowns in 
Shanghai were causing a ripple effect 
for the firm’s suppliers in other parts 
of China, while long delays at ports 
on both sides of the Pacific are still 
presenting supply challenges. In 
addition, rising inflation is stoking 
concerns that the economy will 
eventually have to give way.

In conjunction with parts 
shortages, slower deliveries are taking 
a toll on inventory. The inventories 
index for April lost 3.9 percentage 
points from March, sinking to 51.6 per 
cent. And at the same time, orders 
are slowing. The new orders index lost 
0.3 percentage points from March, to 
reach 53.5 per cent. Imports slipped 
0.4 per cent to 51.4 per cent, their 
lowest reading since October, while 
new export orders were down 0.5 per 
cent, month on month, to 52.7 per 
cent.

According to Mr. Fiore, export 
orders were suppressed due to the 
war in Ukraine and Covid-19 in Asia, 
while he expects import demand to be 
challenged through the second and 
third quarters from Covid-19 in Asia 
and the labour contract negotiations 
at the US west coast ports. Despite 
these setbacks, though, ISM found 
expectations from respondents 
still predominantly upbeat, despite 
weakening of the optimism. The 
ratio between upbeat and cautious 
comments in April was 3:1, down from 
6:1 the month before.

Reprinted courtesy of The Loadstar  
(www.theloadstar.co.uk)
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Zim confirms up to six more containerships on 
long-term charter
BY MIKE WACKETT

MPC Container ships’ largest ship to date the 4,256 AS Emma. 

Israeli ocean carrier Zim says it has 
agreed a charter with non-operating 
containership owner MPC Container 
Ships (MPCC) and investment 
managers MPC Capital for up to six 
newbuild 5,500 TEU wide-beamed 
vessels for seven years periods. Since 
its formation in 2017, Oslo-based 
MPCC has specialized in operating 
second-hand feeder ships, so the 
deal with Zim is a change of strategy 
for MPCC, which described the deal 
as “an extraordinary opportunity”. 
MPCC said it had ordered two 5,500 
TEU ships for delivery in early 2024, 
while MPC Capital announced an 
order in January for four ships to be 
delivered from Q2 2023. MPCC said 
it was paying $72.2 million each for 
the eco-designed ships from South 
Korean shipyard HJ Shipbuilding & 
Construction and would receive an 
average of $39,000 a day over the 
duration of the time charter, bringing it 
a total of around $100 million per ship.

Last year, MPCC turned its first 
gain, with a net profit of $190 million, 

following a loss of $64.5 million in 
2020. It reported that its average time 
charter rates had doubled to almost 
$17,000 a day, with new deals at much 
higher rates and for longer terms.

However, with its fleet of 68 
mainly feeder ships all firmly fixed and 
with the second-hand containership 
market run dry, MPCC is clearly 
looking to tap into the lucrative 
carrier market. CEO Constantin Baack 
said the development represented 
an “extraordinary newbuilding 
opportunity” with “attractive charters 
attached”. He added: “This transaction 
demonstrates the company’s capability 
to identify and execute transactions 
that are both attractive in terms of 
earnings and environmental footprint 
in line with upcoming de-carbonisation 
regulations.”

Meanwhile, Zim President and 
CEO Eli Glickman said the deal with 
MPCC and MPC Capital represented 
“another attractive chartering 
transaction for newbuild vessels” and 
the new tonnage would be “ideally 

suited to serve on our expanded 
network of expedited services”.

According to Alphaliner data, Zim 
is currently the tenth-ranked carrier by 
capacity, with a fleet of 125 ships for 
451,855 TEUs, including just seven 
owned vessels. In percentage terms, 
it has the biggest carrier orderbook: 
88 per cent of its current capacity, 47 
ships for 395,415 TEUs, all of which 
will be provided guaranteed against 
long-term charters.

Moreover, if Zim were to hold on 
to its current tonnage, the arrival of the 
newbuilds would propel it above Yang 
Ming to ninth place in the ranks, with 
847,270 TEUs. However, Zim could 
struggle to hang on to its current 
chartered-in fleet, not because of the 
threat of other carriers outbidding it 
for daily hire rates, but because of 
aggressive offers to their owners on 
the S&P (Sale and Purchase) market 
– from rivals MSC and CMA CGM, in 
particular.

Reprinted courtesy of The Loadstar  
(www.theloadstar.co.uk)
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Russian attacks on Ukraine supply chains a 
tactical measure to stoke unrest
BY NICK SAVVIDES

Weaponized logistics bottlenecks 
and blockades could precipitate 
widespread food shortages in 
countries in Asia and Africa, if 
food cannot be transported from 
Ukrainian silos, according to logistics 
experts in the country. Following 
Russia’s invasion on 24 February, 
and the subsequent prolonged and 
increasingly bitter conflict, the Black 
Sea ports, particularly Odessa and 
Mariupol on the Azov Sea coast that 
handle some 90 per cent of Ukrainian 
grain shipments, have been closed. 
According to Odessa-based logistics 
consultancy Informall BG, the largest 
importers of Ukrainian wheat last year 
were Turkey, Egypt, Indonesia, Iran, 
Pakistan, Saudi Arabia, Bangladesh, 
Yemen, Lebanon and Nigeria. 
However, Russian invasion forces 
have sought to stymie exports of 
food to these and other destinations 
benefiting from the low-cost grain. The 
assumption is that Russia is seeking 
to prevent the flow of income into the 
Ukrainian economy, while hampering 
imports of military equipment for Kyiv’s 
war effort.

Alexander Khromov, project 
manager at Informall, said: “The 
unblocking of Ukrainian seaports is 
vital, not only for Ukraine, which is 
obvious, but for other countries. Of 
course, Ukraine has its own reserves of 
crops and, for the time being, a food 
crisis is not expected in the country, 
but life in countries dependent on 
crops imported from Ukraine may 
face dramatic changes.” United 
Nations Executive Director for the 
World Food Program, David Beasley, 
also voiced concerns about the 
port blockades and the targeting of 
logistics infrastructure when he said, 
on 6 May: “Right now, Ukraine’s grain 
silos are full. At the same time, 44 
million people around the world are 
marching towards starvation. We have 
to open up these ports so that food 
can move in and out of Ukraine. The 

world demands it because hundreds of 
millions of people globally depend on 
these supplies.”

Moreover, Daniil Melnychenko, 
a data analyst at Informall, told The 
Loadstar Russia could use the rising 
price of food to stoke unrest in 
countries where supplies are scarce 
and incomes are low. “The shortage 
of food may even cause another mass 
migration from the African continent 
and/or the Middle East,” he added. 
Mr. Melnychenko believes that if a 
food crisis is to be averted in these 
potentially risky regions, it is critical 
that, “wheat exporters [around the 
world] tap into their wheat reserves to 
cool down the market, putting slack 
into the global supply. No doubt, it 
will take time and effort for recipient 
countries to rearrange their supply 
chains and place orders with new 
sources outside of the Black Sea 
region”.

According to Informall, the 
blockade of the ports and the attacks 

on rail and road infrastructure pose a 
“serious threat to world food security”. 
“The Russian army regularly destroys 
fuel storage facilities and oil refinery 
plants, escalating the problem of fuel 
for the logistics and agri-industries 
in Ukraine. While Ukrainian trucking 
companies are struggling to find diesel 
fuel, farmers are short on fuel for farm 
equipment and vehicles,” said Mr. 
Melnychenko.

Ukraine’s Ministry of Economy 
said exports fell to one-tenth of pre-
war levels in March-April, leading to 
a monthly shortfall of $1.5 billion in 
export earnings. According to the 
UN, Ukraine was the world’s sixth-
largest exporter of wheat in 2021, 
with a 10 per cent share of the global 
market, shipping 20 million tonnes of 
wheat and meslin (a mixture of wheat 
and rye). The country is also one of 
the world’s top exporters of barley, 
sunflower seeds, corn and vegetable 
oil. About 16 per cent of world 
exports of corn, 24 million tonnes, and 
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about 55 per cent of global trade in 
sunflower oil, 5.1 million tonnes, were 
produced by Ukrainian farmers last 
year.

Failure to export crops from the 
war-torn country, depending on the 
type of grain and the destination, will 
increase international food prices by 
up to 25 per cent from levels already 
sharply elevated due to the Covid-19 
crisis. Moreover, this year at least 30 
per cent of the fertile area in Ukraine 
has not been sown, due to the war, 
with forecast crop volumes significantly 
lower, so that even if ports reopened 
during the harvest, the volumes of 
Ukrainian grain available for export 
would be substantially diminished.

Informall surveyed major agri-
industry stakeholders who concluded 
that Ukraine was likely to face a 
reduction in the grain harvest this year 
to approximately 56 million tonnes, 
the lowest in the past 10 years, and a 
decrease of 34 per cent on the record 
figures of last year.

Meanwhile, the fuel situation is 
worsening as logistics issues mount, 

with fuel now being imported from 
the EU via complex overland routes. 
Historically, Russia and Belarus 
supplied fuel to Ukraine via a common 
railway system. Since the invasion, 
however, importers had to look for 
alternatives in the EU, which does 
not have the same railtrack gauge, 
causing major delays at borders. This 
means that the only way to move 
cargo by rail is via five gauge-swap 
stations, located alongside Ukraine’s 
borders with Poland, Hungary and 
Slovakia. Currently, Ukrainian Railways 
(Ukrzaliznytsya) operates around 1,700 
European-type gauge carts at the 
gauge-swap stations for Ukrainian 
railway wagons/platforms heading 
towards the EU seaports. This is fairly 
limited capacity, considering that, as of 
4 May, more than 30,000 rail wagons 
lined up at the western borders 
towards the EU. The waiting time 
ranges from 14 to 35 days before a rail 
wagon crosses the border. Importantly, 
the average cost of the transport 
component of rail and/or road 
transport of grain, before loading on a 
vessel, adds up to 40 per cent to the 

price of exported agricultural products, 
depending on crop and route.

Attacks on critical infrastructure 
in Ukraine are also an impediment to 
exports, but the target of these attacks 
may also be Asian and African nations 
that rely on those exports.

What is more, a prolonged 
war could mean Ukrainian crops 
for the 2023 harvest are never 
planted, prolonging the disruption 
and introducing another level of 
potential hazard for world markets. 
Mr. Vesselovski argued: “Although the 
Russian war on Ukraine has already 
caused a ripple effect on production, 
holding [down] prices for wheat for 
a year and unblocking Ukrainian 
seaports is a crucial step in order to 
stabilize world food market prices 
at least at the existing level, and 
preventing the chaos in countries that 
cannot withstand the shocks of war.”

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



May 30, 2022 • Canadian Sailings • 63  



Call us today. |  1.888.668.4626  |  cn.ca 

GET CLOSER  
TO YOUR  
CUSTOMERS.

Temperature-controlled  
transportation and logistics
Whether importing or exporting, CN IntelliGEN™ powerpack 
generators are your superior solution for transporting 
perishable goods. We ensure your ocean reefer containers 
are powered, monitored and running at all times. Offering 
an expanded fleet of over 100 powerpack gensets with the 
ability to connect up to 17 refrigerated containers, as well 
as clip-on gensets, CN gives you the most flexibility and 
opportunity to optimize the use of your assets.  With more 
than 60 regularly scheduled weekly powerpack departures 
across Canada and the U.S., we give our customers a true 
advantage in the cold supply chain. Trust us to get your 
products to the people who matter most – your customers.


