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Facilities expand to handle more refrigerated shipments
BY KEITH NORBURY

Judging from recent expansions at Canada’s major
ports that include additional infrastructure for handling re-
frigerated containers, the country’s cool cargo business ap-
pears to be growing. Figures to quantify that growth are
difficult to come by, however. The most recent Statistics
Canada report on the seaborne reefer trade is seven years
old.

“I think everyone’s preparing the ground,” said trans-
portation consultant Jame Frost, President of Halifax-
based Marinova Consulting Ltd. “They’re getting ready
and they’re chasing opportunities all over the place. The
ports are building or installing new or have installed lots
of reefer plugs. And all these big new ships are coming out
with lots of reefer plugs and I assume they’re investing in
reefer equipment.”

Two years ago, Mr. Frost co-authored an article with Vic-
toria-based transportation consultant Darryl Anderson in
which they took the temperature of Canada’s refrigerated
cargo trade. In doing so, they cited 2011 Statistics Canada
data on this country’s seaborne reefer market as being the

most recently available. That’s still the case. The best guess
is that seven years later, the 1.6 million tonnes of seaborne
reefer exports and 700,000 tonnes of imports has in-
creased. “The places that are buying our stuff are getting
richer and, as the middle class grows, they tend to buy
more expensive commodities — fruits and vegetables
being some of them,” Mr. Frost said.

FARM AND FISHING EXPORTS RISE
Other Statistics Canada figures can serve as proxies for

the reefer trade. For example, total exports for farm, fish-
ing and intermediate food products rose steadily each year
from 2013 to 2017. Their combined value for 2017 totalled
$33.18 billion, compared with $27.85 billion in 2013.

Figures chained to the 2007 dollar, show a more or less
steady increase in those exports dating back to 2003. In
2017, such exports totalled $25.88 billion (in 2007 dollars)
compared with $19.51 billion in 2011 and $11.87 billion in
2003. 
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Tropical Shipping recently moved
its Canadian operations to
Halifax’s Halterm terminal.
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Globally, the cold chain market is
estimated at US$189.92 billion in
2018, according to a news release
this April from Research and Markets
to promote a market forecast report.
The Dublin, Ireland-based research
firm projects the market to grow by
7.6 per cent a year, reaching
US$293.27 billion by 2023.

BREAKBULK REEFER FLEET
SHRINKS

While container ship reefer capac-
ity keeps growing to keep pace with
world demand for refrigerated cargo,
the fleet of breakbulk reefer vessels
continues to shrink. For example, at
Port of Montreal, the container reefer
trade has completely replaced reefer
ships, said Tony Boemi, the Port’s
Vice-President of Growth and Devel-
opment. It’s the same story for Van-
couver and Halifax, Canada’s two
other major ports for refrigerated
cargo.

“If we start from a West Coast per-
spective, we’ve never really been a
reefer ship type of market,” said Mr.
Anderson, Managing Director of
Wave Point Consulting.

While he hasn’t examined the phe-
nomenon closely since 2016, Mr.
Frost said the traditional breakbulk
reefer fleet is still struggling, with the
exception of a few niche carriers. “It’s
due to the massive reefer capacity

that the large shipping lines have in-
troduced just as part of their new
building programs,” Mr. Frost said.
“So they’ve driven down rates and
kind of made life miserable for the
breakbulk operators.”

In January 2016, Shereen Zarkani,
global head of reefer management at
Maersk Line, told shippingwatch.com
that low oil prices had resulted in a bit
of a comeback for specialized reefer
vessels, although she expected it to
be temporary. “I would have thought
it would be reverse,” Mr. Frost said.
“Low fuel prices make those huge
container ships unbelievably cost-ef-
ficient.”

TRUCKING CARRIES FREIGHT
SOUTH

Trucking forms a large part of
Canada’s transportation cold chain,
particularly with the United States,
which still accounts for about three-
quarters of this country’s international
trade. However, Mr. Anderson noted,
there are strong regional differences
for exports — especially in ocean
shipping. Halifax, for example, has a
huge trade in lobsters.

“Certainly, once you get into the
Canadian Prairies and Manitoba and
even parts of Ontario, you’re going to
see a lot more cross-border truck
movement, partly because there are
trucks going both directions,” Mr. An-

derson said. “Sometimes a refriger-
ated truck will haul goods (and) the
back haul is Canadian goods going
into the U.S. that don’t need refriger-
ating but they can use that trucking
capacity.”

HALIFAX ADDS REEFER PLUGS
Following a 2017 expansion, Port

of Halifax now has 615 reefer plugs at
the Halterm container terminal and
about 500 reefer plugs at the Ceres
container terminal. Remote terminal
monitoring software was also in-
stalled. “Due to the work and reloca-
tion of plugs at Halterm, some of the
existing reefer plugs were eliminated
to ensure that electrical capacity
matched physical capacity,” said an
email from Lane Farguson, communi-
cations advisor for Port of Halifax.

A 2017 economic impact report
estimated that the average export
container of Nova Scotia seafood was
worth $73,650 “in direct and spinoff
economic benefits to the economy of
Nova Scotia,” Farguson said. That
was nearly triple the $25,000 average
for a container of other goods. “This
underscores two things — the impor-
tance of the seafood industry in Nova
Scotia, and the importance of having
a convenient and efficient way of get-
ting that product to international mar-
kets,” Farguson said.

Halifax handled 56,660 TEUs of
reefer cargo in 2017. But it wasn’t all
seafood.

“Thanks to advancements in the
cold storage supply chain, high-value
food products including pork, beef,
seafood, blueberries, potatoes as well
as food-grade lentils and grains can
be shipped anywhere in the world
from Atlantic Canada,” Farguson said.

TROPICAL SHIPPING CHANGES
PORT

More and more of those Halifax
shipments are going to the
Caribbean, following the introduction
in early 2017 of service from reefer
cargo specialist Tropical Shipping.
“Basically we sailed one week out of
Saint John and two weeks later we
sailed out of Halifax,” said Gordon
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Cole, Tropical Shipping’s Assistant Vice-President for
Canada, Hispaniola and Virgin Islands trades.

Tropical, which still has its Canadian office in Saint John,
switched its shipping to Halifax because of its better con-
nectivity opportunities, Mr. Cole said. Halifax also has more
space and cranes than Saint John, he noted.

“Of course, we value all of the ocean carriers calling on
Halifax,” Mr. Farguson said. “Tropical has been an excel-
lent addition to the lines calling our port, and the service
has been well-received.”

This year, Tropical Shipping will introduce two purpose-
built 1,100-TEU capacity container vessels to its fleet. The
ships, which will have 270 reefer plugs each, will replace
chartered vessels. The first of the Chinese-manufactured
ships will arrive in September with the second coming in
November. Together they’ll carry 500 brand new 40-foot
refrigerated containers. “This’ll be the first time in 16 years,
since we bought Kent Line, that we’ve actually had our
own company-owned vessels serving the market,” Mr.
Cole said, adding later that Tropical has served Canada for
over 30 years.

A niche carrier, Tropical has 18 vessels in its fleet. It
serves most of the Caribbean islands, from the Bahamas
to Guyana — with the notable exceptions of Cuba and Ja-
maica. The fleet includes multi-use vessels with roll-on, roll-
off ramps, as well as container ships. They are built
specifically for the shallow draughts, of as little as 12 feet,
of many Caribbean ports.

CARIBBEAN TRADE MOSTLY 
ONE-WAY

“So we’re the carrier that will deliver it to Dominica or
St. Kitts or any of these small places because big carriers
can’t get into these places,” Mr. Cole said.

Most of the cargos are food stuffs from Atlantic Canada
— such as fish, french fries, potatoes, pork, and chicken.
In comparison, very little cargo returns to Canada, and
what does, such as spices and juices, goes to Montreal or
Toronto.

In recent years, Tropical’s business has been increasing,
especially with the Caribbean islands rebuilding after a pair
of devastating hurricanes in 2016.

“Making the decision in 2016 to build these new ships
was a very good decision because the volumes are defi-
nitely increasing,” Mr. Cole said. “And we’re expecting it
to be that way for the next couple of years as we rebuild
the Caribbean.”

In addition to its reefer business, Tropical is helping with
that rebuilding by, for example, transporting 7,000 utility
poles recently to the U.S. Virgin Islands.

“We’re excited about the new ships and being able to
service the Canadian market with an even better service,”
Mr. Cole said.

Mr. Cole confirmed that much of the cargo Tropical car-
ries to the Caribbean is trans-shipped for other destina-
tions in Europe and Asia. The company also transloads

Ph
ot
o: 
Va

nc
ou

ve
r F

ras
er 

Po
rt 
Au

th
or
ity

Aerial view shows Delataport’s proximity
to the Westshore Terminals Ltd. coal port
at Roberts Bank, about 35 kilometres
south of Vancouver.
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shipments from New York to Halifax
for the Caribbean. “That was one of
the opportunities that we saw work-
ing in Halifax,” Mr. Cole said.

Tropical also has connecting carrier
agreements with larger carriers that
will drop off containers from Asia at
larger ports such as Caucedo in the
Dominican Republic for Tropical to
distribute to the smaller ports, he
said.

Mr. Anderson said the recent
Panama Canal expansion has also re-
sulted in more cargo from Asia being
trans-shipped in the Caribbean en
route to Montreal. “Montreal used to
be primarily a northern European
container port and more and more of
their traffic is actually coming from
trans-shipment and even the Indo-Pa-
cific basin and southeast Asia,” Mr.
Anderson said.

The addition of Tropical Shipping
is “an important development for
Halifax,” Mr. Anderson observed.
“The reason that shipping service is
important is that the north-south
trades, particularly on the eastern
seaboard, benefit from access to
South America, which has a growing
season different from ours, the
Caribbean, and the U.S. East Coast,”
Mr. Anderson said.

ASIA COVERS HALF OF HALIFAX
TRADE

Halifax doesn’t break out statistics
on refrigerated cargo. But Mr. Fargu-
son noted that in 2017 Asia ac-
counted for 49 per cent of import and
export container activity at the port.
Europe accounted for 37 per cent,
while Latin America and the
Caribbean combined for 13 per cent.
“I can say that the Caribbean is a
major destination for reefer cargo, as
is Europe,” Mr. Farguson said.
“Thanks to CN’s CoolCargo rail ca-
pacity, we see reefer cargo moving
over rail to and from central North
American markets.”

On the import side, refrigerated or
temperature controlled cargo coming
into Halifax includes seafood from
northern Europe, frozen shrimp from
Asia, wine and beverages from south-
ern Europe and the Mediterranean,
and specialty fruits and vegetable
products from Europe and North
Africa. Much of that moves to inland
markets such as Toronto and Mon-
treal by CN’s intermodal service.

“Temperature-controlled cargo is a
very important category of cargo for
the port of Halifax. The agri-food and
seafood export industries contribute
significantly to the economic output

of Nova Scotia and Atlantic Canada,”
Mr. Farguson said.

Access to international markets is
key component in the growth of Nova
Scotia’s seafood industry, he added.

MORE PLUGS PLANNED FOR
SAINT JOHN

At Port Saint John in New
Brunswick, the DP World container
terminal has 286 reefer plugs. How-
ever, the port plans to expand that to
400 reefer plugs by 2023 as part of a
$205 million terminal expansion that
is now underway, Andrew Dixon, the
port’s Senior Vice-President of Trade
and Business Development, said by
email. Mr. Dixon didn’t provide an es-
timate for the value of a container of
seafood or other commodities, noting
that it is “typically commercial sensi-
tive information.” But he did say that
“by and large, goods in refrigerated
containers frequently have a higher
value than goods in other contain-
ers.”

Nor did he note what types of re-
frigerated cargo go through the port,
although he did say that major desti-
nations and origins are the
Caribbean, South America, and the
U.S. East Coast.

Port Saint John plans
to have 400 reefer

plugs by 2023.
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“Refrigerated cargoes are important overall,” Mr. Dixon
said. “For exports, New Brunswick and, indeed, Atlantic
Canada, are world class manufacturers of frozen foods. For
imports, we are well-situated geographically as an entry
port with major road and rail infrastructure to quickly and
easily reach the marketplace in central Canada.”

Refrigerated cargo is also a “category of interest” in a
business development strategy that Port Saint John is
“heavily involved in” and which is encouraging bilateral
trade between Canada and Central and South America,
he said. “We’ve been handling refrigerated cargo as a very
important and significant component of our container
business trade for many years now,”Mr. Dixon said. “We
anticipate this to continue and grow and that is why ex-
pansion of our reefer capability both in terms of plug-ins
and, potentially, warehousing services, are part of our West
Side Modernization Project plan.” 

In January 2018, Port Saint John reported that overall
cargo had increased by 15 per cent in 2017 compared with
2016. In 2017 the Port suffered a loss of containerized
cargo volumes, following the relocation of Tropical Ship-
ping from Saint John to Halifax. However, the loss was sub-
sequently mitigated by the introduction of a new weekly
container service by CMA CGM in 2017. “It would be a
fair statement to say that, while we cannot provide
specifics, the overall decline in container volumes was
more strongly reflected in the refrigerated category,” Mr.
Dixon said.

MONTREAL REEFER TRADE HAS GROWN
Port of Montreal handled more than 60,000 refrigerated

containers in 2017, an increase of 35 per cent since 2014,
according to figures provided by email from Tony Boemi,
the Port’s Vice-President of Growth and Development. The
port now has 1,300 reefer plugs at its five container termi-
nals. That includes 384 added in 2016 at the Viau terminal
operated by Termont Montreal Inc. Termont also has 288

reefer plugs as well as 102 diesel generators at its Maison-
neuve terminal. Montreal Gateway Terminals Partnership,
meanwhile, has 418 reefer plugs at the Cast terminal, and
280 at the Racine terminal. Bickerdike terminal, which han-
dles domestic traffic mainly between Montreal and St.
John’s, NL, has 100 reefer plugs.

Montreal’s reefer trade favours imports over exports by
55 per cent to 45 per cent. Among imports, food from Eu-
rope dominates, including seasonal fruits from the
Mediterranean, Mr. Boemi said, as well as fruits, cheeses,
wine, and meat products. Among the major exports are
pork, beef, poultry, berries, and seafood. Montreal’s pri-
mary destinations for reefer exports are in Europe. How-
ever, exports to North Africa, the Middle East and Asia are
growing.

CETA BOOST ANTICIPATED
The Canada-European Union Comprehensive Eco-

nomic and Trade Agreement, a.k.a. CETA, is expected to
increase trade in refrigerated cargo between the parties.
Provisionally in effect since September 2017, the agree-
ment now eliminates 98 per cent of the tariff lines on Cana-
dian goods, and will eradicate 99 per cent when it takes
full effect. “It’s too early right now to place an exact figure
on the impact CETA has had or is having on cargo moving
through our international gateway, but what it does do is
creates potential and opportunity for those importers and
exporters, in Atlantic Canada and internationally, moving
goods through the Port of Halifax,” Mr. Farguson said.

Mr. Frost had a similar assessment of CETA but he
noted that cargo volumes have already increased at Halifax
and Montreal. “Everybody I think is optimistic in position-
ing themselves to take advantage of it,” Mr. Frost said.
“They’re making the infrastructure investment. Everybody’s
super keen and I think quite optimistic that they’ll see
some dividends.”

Port Saint John is also excited about the CETA agree-

Container ship docks at
Deltaport near Vancouver.
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ment and expects it will mean more activity and additional
services in the future, said Mr. Dixon. At present, most of
the port’s container service goes north-south, such as to
Caribbean destinations. 

“We anticipate CETA to play a major role in reefer
growth. Mostly on the exports of Canadian meat and trans-
formed food products, and on the imports, also trans-
formed food products and dairy products,” said Mr. Boemi
at Port of Montreal. Terminal operators are considering in-
vesting in more electric reefer plugs in response to growth
expected from CETA, he added.

DELTAPORT ADDS RAIL CAPACITY
On the west coast, at Port Vancouver, Global Container

Terminals Canada has a combined 1,380 440-volt reefer
points at its Deltaport and Vanterm terminals. Of those,
1,020 are at Deltaport, which is 35 kilometres south of Van-
couver. GTC Canada spokesperson Louanne Wong said
that the company “has overall terminal capacity expansion
plans” but didn’t specify any specific plans for reefers. The
company recently completed a $300 million expansion of
its intermodal rail yard at Deltaport that increased capacity
by over 50 per cent “within the existing footprint.” The
new rail capacity totals 1.9 million TEUs annually. “The new

arrangement separates our mobile equipment from track-
side operations, allowing us to seamlessly operate the ter-
minal and rail yard 24 hours a day, seven days a week,”
says voiceover on a video about the expansion.

It is also expected to reduce dwell times.

Transportation consultant Darryl Anderson praised GCT
Canada for providing a “phenomenal amount of expansion
of rail capacity” at Deltaport. “Everybody benefits — both
CN and CP. And if you take a look at that overall traffic vol-
ume, those kind of things are really important for cool and
refrigerated cargo because the rail velocity is improved so
substantially,” Mr. Anderson said.

TIMING CRUCIAL FOR COOL CARGO
Speed isn’t the only critical factor in moving tempera-

ture-sensitive cargo. Timing can be just as important. “For
instance, bananas are brought into designated warehouses
to ripen,” Mr. Anderson said. But once they reach a certain
stage, they have to get to the store within a short window.

“And a lot of refrigerated specialized cargos also tend
to move around special events,” Mr. Anderson added, cit-
ing the example of New Zealand spring lamb, an Easter
favourite. “The supply chains are designed for you to get
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that product at the right time to the customer and that is
where you don’t want a hold up on the rail on the marine
terminal because then there’s no value added there,” Mr.
Anderson said. The good news is that temperature-con-
trolled units are now of such a high-quality that products
don’t degrade as quickly as they would a decade ago, Mr.
Anderson pointed out. “The problem is when it’s not on
the store shelves when you need it or it’s not in the restau-
rant when you order it,” Mr. Anderson said, adding later
that in “any kind of logistics there’s always a trade off be-
tween service frequency and cost.”

Certain medicines or organs for transplant need to be
delivered within hours. Frozen foods can last days or weeks
without much deterioration. Fresh flowers, though, often
require air transport because of their sensitivity. “Then
again flowers tend to be around special events,” Mr. An-
derson said, noting that being 12 hours late for Mother’s
Day is “just the wrong answer.”

PRE-TRIPPING COOL CONTAINERS
Port Vancouver has two other on-dock container termi-

nals — Centerm, operated by DP World on the south shore
of Burrard Inlet; and Fraser Surrey Docks. According to the
DP World website, its Vancouver terminal has 546 reefer
plugs. Fraser Surrey also has power plug-in points for re-
frigeration containers.

Canada’s busiest port, Vancouver has more than a
dozen transloading facilities as well as five that specialize
in container storage and maintenance. Among the latter is
Harbour Link Container Services Inc., which has 50 reefer
plugs at its off-dock container terminal on Tilbury Island in
the Fraser River, about 20 kilometres from Deltaport. “The
reefer plugs we have are used primarily for what we call
pre-tripping of a refrigerated container after it comes in
from import,” said Harbour Link President David Payne. A
standard procedure used globally, pre-tripping involves
powering up a container, performing diagnostics to ensure
there are no faults and then setting the temperature “so it
can be released on an export booking,” Mr. Payne added.

The company, which has 105 trucks and a fleet of chas-
sis, does drayage for five of the approximately 15 ocean
container carriers serving Vancouver. “We’re providing
seamless transportation from the port, on an import basis,
to the customer’s door or to their nominated cold storage
facility,” Mr. Payne said. “It gets destuffed and then we re-
turn the empty back to the steamship line where in most
cases, depending on if it’s my location or other locations,
they’ll be pre-tripped for the next export. And the reverse
of that, on an export shipment, our customers will contract
with us, we’ll pick up the empty refrigerated container, take
it to the exporter or their nominated cold storage facility,
and they’ll load it and then we’ll take it the port.”

RUPERT ADDS REEFER RACKS
Up the coast, at Port of Prince Rupert, the Fairview Con-

tainer Terminal, operated by DP World, now has 120 reefer

plugs. They were constructed in two “reefer” racks on the
dock as part of a 2017 terminal expansion. That expansion
increased the terminal’s overall capacity by 60 per cent to
1.35 million TEUs. In 2017, the terminal handled 926,540
TEU of all cargos. “To date our refrigerated cargo has all
been outbound in small quantities of frozen meat, seafood
and vegetables, representing over 200 reefers in the last
few months,” said Kris Schumacher, Communications Co-
ordinator at the Port.

Prince Rupert is also looking to increase reefer exports
through its existing marine services — such as China, South
Korea, Japan, and Southeast Asia. The Port has long
planned to increase its container capacity to two million
TEUs. Schumacher said that is still “very much a consider-
ation to meet growing demand for reliable trans-Pacific in-
termodal service.” However, he didn’t say how much
additional reefer capacity that might involve. “Port of
Prince Rupert is engaged with DP World to better under-
stand the forecasted market demand and feasibility of a
next phase of capacity expansion,” he said.

In March, Prince Rupert launched a $250,000 export de-
velopment fund “to assist eligible organizations in devel-
oping new export opportunities across Canada’s northwest
trade corridor,” said a news release. Schumacher said that
refrigerated cargos could benefit from the fund. “Hope-
fully there are opportunities for economic development to
grow the seafood, meat and vegetable exports from West-
ern Canada,” he said.

COOL DEAL OR COLD WAR?
An emerging issue for West Coast ports will be the

Comprehensive and Progressive Agreement for Trans-Pa-
cific Partnership that Canada recently signed with 10 other
Pacific Rim nations, Mr. Anderson said. He predicted it
could open more trade in temperature-controlled cargo.
Vietnam and Malaysia are among the growing economies
that represent opportunities. Japan and Australia are also
in the mix. “So I think over time that trade development
will actually have more impact than the expansion of T2,”
Mr. Anderson said, a reference to the proposed Terminal
2 container port near Deltaport. (See related story). 

Mr. Frost said a trade war might reduce trade, but also
open up opportunities for Canadian exports. “The thing
is, though, how much extra production capacity do we
have to fulfill demand that’s being filled (now) by U.S. pro-
ducers?” Mr. Frost said. “Do we have that extra capacity?
And if we don’t, are we going to get a better price in China
than where we are presently selling it?” All in all, Mr. Frost
is optimistic than the cold cargo trade will keep growing
in the coming years. “The big worries are Trump and
China,” Mr. Frost said. “Mr. Trump is so unpredictable. But
the amazing thing is that the economy has sort of held up,
and the markets are relatively strong even in the face of
uncertainty and instability.”
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Global Cold Chain Expo draws
Canadian companies to Chicago
BY KEITH NORBURY

Several Canadian companies will
exhibit at the Global Cold Chain Expo
in Chicago in late June. Among the
Canuck exhibitors is Vancouver-head-
quartered VersaCold, which operates
Canada’s largest temperature-sensi-
tive logistics network. VersaCold Pres-
ident Doug Harrison said the expo
presents a “great opportunity” for his
company’s operations and business
development personnel to meet with
customers and participate in educa-
tional sessions. “It is a big event,”
said Mr. Harrison, who has attended
the expo in the past and whose com-
pany is a member of the Global Cold
Chain Alliance, which organizes the
expo. “There are a lot of people.
There are a lot of conversations tak-
ing place. There are great educa-
tional programs. There are great
networking opportunities.”

The expo takes place June 25 to
29.More than 7,500 decisions-makers
and innovators gather at the annual
event, according to the expo’s web-
site. The event is co-located with the
International Floriculture Expo, the
United FreshMKT Expo, United
FreshTEC Expo, and the new Smart-
Food Expo, “bringing together the

most innovative products and solu-
tions in the perishables industry.” Ex-
hibitors and attendees include
companies involved in “all forms of
refrigerated transportation” and
those providing “third-party cold
storage and refrigeration logistics.”

QUEBEC FIRM TOUTS CO2
REFRIGERATION

Also exhibiting from Canada is
Carnot Refrigeration Inc. of Trois-Riv-
ières, Que. Founded in 2008, Carnot
manufactures environmentally
friendly refrigeration systems it devel-
oped that use carbon dioxide as the
refrigerant. The systems are deployed
in supermarkets, data centres, skating
rinks, vineyards, and fruit and veg-
etable warehouses.

“It’s a well-known technology in
the supermarket industry and more
and more we are doing a lot of big
supermarket chains right now in
Canada,” said company President
Marc-André Lesmerises. “All the four
biggest supermarket chains use CO2
as the main refrigerant.”

Other Canadian companies ex-

hibiting at the expo include Coldbox
Builders, a Vaughan, Ont. firm that
designs and builds food and bever-
age processing facilities; Global Insu-
lated Doors Ltd. of Concord, Ont.,
which makes custom doors for cold
storage; and Damotech, a company
based in Boisbriand, Que., that pro-
duces repair kits for warehouse racks.

THIRTY-TWO WAREHOUSES FROM
COAST TO COAST

Established in 1946 as B.C. Ice &
Cold Storage Co., which served the
Vancouver fishing industry, VersaCold
today has 32 temperature-controlled
warehouses from coast to coast, and
a fleet of more than 700 tractors and
1,000 trailers. It handles more that
450,000 shipments and 1.2 billion
pounds of products annually. “We
also manage another roughly $60 mil-
lion in transportation that is not on
our assets,” Mr. Harrison said.

For a time, following the 2005 pur-
chase of P&O Cold Storage, Ver-
saCold had operations in the U.S.,
Australia, Argentina, and New
Zealand. In 2010, the company sold
the offshore operations and returned

DOUG HARRISON
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to its Canadian roots. However, it re-
tains a global presence. “We still do
all sorts of international ocean and in-
ternational air,” Mr. Harrison said.
“We do cross-border transportation
into the United States. We have link-
ages into Mexico. And then we man-
age on a non-asset-based service
level other services globally.” About
40 per cent of the company’s busi-
ness is international with 60 per cent
domestic.

LOOKING FOR U.S.
OPPORTUNITIES

About 25 per cent of Carnot’s busi-
ness is now in the U.S. Mr. Lesmireses
hopes exhibiting at the Chicago expo
will help Carnot grow its U.S. pres-
ence. “It’s a nice place to be, to meet
with those end users and contractors
at the same time,” Mr. Lesmerises
said.

The company, which has 50 to 60
employees, will be sending four to
staff the booth at the expo. What it
won’t send is any of its refrigeration
units, which measure about 20 feet
long and weigh around 25,000
pounds.

Attending the show is important
because of the networking opportu-
nities for him and his employees, said
Mr. Lesmerises, who has attended in
the past and will be a presenter at
one of the educational sessions. “It

“We’re open minded for the future if
someone wants to work with us but
it’s a totally different manufacturing
capability that you need to have to
build those types of small systems.”

SEEKING OUT INNOVATIONS
At the Chicago expo, Mr. Harrison

and his VersaCold staff expect to in-
teract with major international retail-
ers, producers, and growers, many of
them in the fresh produce space.

“For me personally, I’m always ex-
cited about new customer trends,
market trends,” Mr. Harrison said.
“I’m interested in hearing about new
technologies and new operations ef-
ficiencies, whether it be greening or
energy consumption, as well as au-
tomation.”

The company will have about
eight of its nearly 3,000 employees
staffing the booth and another four
to six who will attend “from an oper-
ating standpoint.” The show will
present all those employees with net-
working opportunities to meet new
and current customers. “We’re al-
ways spending time in continuous
development and learning across our
organization,” Mr. Harrison said.
“This is just one avenue to do that.
So we’re excited to be part of it.”

For more information about the
expo, visit www.globalcoldchain-
expo.org

also opens your mind to other sec-
tors or other customers that you did-
n’t notice before,” he said. “And you
learn at little bit more about what is
ongoing in the industry.”

At present, Carnot doesn’t manu-
facture systems for transportation.
However, Mr. Lesmerises noted that
Carrier Transicold has developed a
container refrigeration system that
also uses CO2. And Mercedes-Benz
has announced CO2 air-conditioning
systems for its S and E class automo-
biles.

“We don’t do those type of com-
ponents now,” Mr. Lesmerises said.

Carnot Refrigeration of
Trois-Rivières builds cooling
systems that use carbon
dioxide as refrigerant.

VersaCold has nearly 3,000 employees
across Canada.
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National railways heat up investments in cool cargo
BY KEITH NORBURY

Canada’s two major railways are
each ramping up their cold chain
game. Canadian Pacific Railway in
February launched a trademarked
TempPro service for perishable prod-
ucts that is being augmented by the
purchase this year of more than 400
new 53-foot “SlimLine” reefers.
Canadian National Railway, mean-
while, plans to add more equipment
to the 2017 addition of 100 reefer
units to its CargoCool fleet, which
now has 720 units, Senior Media Re-
lations Manager Patrick Waldron said
by email. “Each 53-foot CargoCool
container offers the power of almost
100 refrigerators and through Reefer-
Trak, our team has real time visibility
to temperatures inside the box, en-
suring that perishable cargo is pro-
tected at all times,” Mr. Waldron said.

CP’s new 53-foot reefers will serve
the domestic intermodal market, said
Media Relations Manager Andy Cum-
mings. “They can move freely be-
tween railcars and truck chassis, just
like any other 53-foot domestic con-
tainer,” Mr. Cummings said.

THE SKINNY ON SLIMLINE
The Thermo King SLXi-DRC is also

known as SlimLine. As the name sug-
gests, SlimLine has a slimmer refrig-
eration unit and internal bulkhead,
which allows for two additional pallet
positions, representing a seven per
cent capacity increase. CP is also buy-
ing 350 heated 53-foot containers.

“SlimLine containers can be set to
a specific temperature, whereas
heated containers protect product
from freezing,” Mr. Cummings said.

The railway now has more than
900 53-foot containers, including the
SlimLines, as well as more than 1,100
heated 53-foot containers.

CP’s new containers can handle
any type of temperature-sensitive
freight that its customers desire. That
includes foods, beverages, soaps,
and detergents.

The SlimLines use advanced
CoolTrax telematics technology that
“will enable the most temperature-
sensitive cargo to ride with absolute
confidence,” Mr. Cummings said.

Door sensor and geofencing technol-
ogy provide added security against
tampering, which makes SlimLines
“the ideal choice for products like
pharmaceuticals that need both tem-
perature and physical security,” Mr.
Cummings said.

ALL ABOUT GENSETS
That sounds similar to the 500 40-

foot EcoTherm super-insulated con-
tainers that CN added to its fleet a
few years ago. They protect certain
products, such as beer, juice and even
paint from freezing. EcoTherm con-
tainers can maintain their temperature
for up to ten days without having to
burn any diesel fuel, Jean Jacques
Ruest, then CN’s Executive Vice-Pres-
ident and Chief Marketing Officer,
said back in 2012. (Mr. Ruest is now
CN’s Acting President and Interim
CEO.)

CN’s CargoCool program provides
the option of using the 53-foot reefers
or ocean carrier 40-foot refrigerated
containers connected to an IntelliGen
Powerpack genset, Mr. Waldron said.
“The system uses new power packs,
clip-on gensets, underslung genera-
tor chassis and 40-foot insulated con-
tainers,” he said.

CP, meanwhile, announced the
purchase 41 gensets to replace exist-
ing gensets in its fleet “to handle
business expansion,” Mr. Cummings
said. Each genset— CN’s or CP’s —
powers 17 refrigerated international
containers.

“With the new purchases, CP’s
fleet is the youngest in the market-
place,” Mr. Cummings said. CP does-
n’t use clip-on gensets, though.

COMING BACK STRONG
Transportation consultant Darryl

Anderson called CP’s genset purchase
“a really significant investment” that
gives the railway economies of scale
that can generate a good rate of re-
turn without charging exorbitant ship-

Canadian National
Railway has its own

CargoCool program.
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ping rates.

And he noted that CP is “coming back really strongly in
competing for international intermodal and strengthening
its cold chain logistics, which is going to present a chal-
lenge for CN,” which, he said, “had over a 70 per cent
market share for all containers in Canadian West Coast
ports.”

The temperature-controlled segment isn’t just refriger-
ated containers, Mr. Anderson noted. It covers a spectrum
of temperatures. “What the gensets will clearly allow you
do is you can actually set the temperature that you want
for the specific cargos,” said Mr. Anderson. That’s crucial
because certain products have a certain temperature range
must that be maintained. “You can’t just say, ‘Well, on av-
erage we were O.K.’” 

LOOKING TO INNOVATE
CP’s cold chain business grew in 2017 compared with

2016, although Mr. Cummings didn’t say by how much.
Nor does CP break out statistics on the volume or value of
the refrigerated cargos it carries. Nevertheless, CP is ex-
cited about the growth prospects for its temperature-con-
trolled business and is also looking to innovate and offer
new products. For example, its 40-foot reefer reposition
program “helps round trip economics for our international
customers and offers a new shipping option for domestic
customers,” Mr. Cummings said.

CN has a web-based tracking system, ReeferTrak, that
can remotely monitor, set and adjust temperatures on each
53-foot reefer. “While units are in transit, the team is
alerted for any temperature changes or alarms which can
be resolved immediately or steps put in place to address
as soon as possible,” Mr. Waldron said. The railway is test-
ing new designs to improve air flow and reduce diesel

emissions and improving monitoring of mechanical issues
and key performance indicators, he added.

Dan Bresolin, CN’s Assistant Vice-President of Inter-
modal International, told the Journal of Commerce in Feb-
ruary that the railway has invested in reefer plugs and
on-dock reefer racks at the port of Prince Rupert. The long-
term plan is to provide the same product as at Vancouver,
he said, adding that trials have begun between Rupert and
such markets as Toronto, Chicago, and Montreal. Mean-
while, Mr. Cummings said CP is always looking for ways to
grow its business and bases any such investments on cus-
tomers’ needs.

SOME COOL NUMBERS
Statistics Canada doesn’t keep tabs on refrigerated

shipment by rail either. However, it does record railway car-
loadings for various commodities. They include the cate-
gory of fresh, chilled or dried vegetables. Rail shipments
of that category were down in January and February 2018
compared with the first two months of 2017. In January
and February 2018, 6,850 cars were loaded with those
commodities compared with 4,148 the previous January
and February. That was a decline of 36.9 per cent.

Railway carloadings of fresh, chilled or dried vegetables
totalled 39,948 in 2017, which was a considerable drop
from the 51,554 carloadings of those commodities in 2016.
Railway carloadings of other products likely to need refrig-
eration have been much smaller in the last two decades,
according to Stats Canada tables. For example, meat, fish
and seafood preparations only accounted for 47 carload-
ings in 2017, compared with 67 in 2016, 146 in 2015, and
718 in 2010. Indeed, those figures fluctuate widely, with
65 in 2012, and only 3 in 2006.

Canadian Pacific Railway has
launched a trademarked

TempPro service for
perishable products.
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Cold cargo prospects in B.C. encounter environmental
worries
BY KEITH NORBURY

B.C.’s biggest export of chilled cargo — farmed salmon
— and a proposal to build’s Canada’s largest container ter-
minal, with storage for 1,628 reefers, are running into op-
position from environmentalists.

A recent Environment Canada report outlining a threat
to sandpipers from the proposed $2 billion Roberts Bank
Terminal 2 “struck a potential death blow” to the project,
the Vancouver Sun reported in February. Meanwhile in
March, Washington State passed legislation to phase out
ocean net-pen farming of Atlantic salmon by 2025 — a
move cheered by salmon farming opponents such as ac-
tivist and researcher Alexandra Morton. Proponents of Ter-
minal 2 and B.C. salmon farming don’t appear too worried
about those threats, however.

In response to emailed questions, Gilles Assier, Director
of Infrastructure and Sustainability for Vancouver Fraser
Port Authority, said the authority has undertaken additional
studies that “confirm that there will be a surplus of biofilm
to support the western sandpiper population.” That
biofilm is a mucous-like substance secreted by diatoms
that feeds many marine species including sandpipers. The
fear was that building Terminal 2 would disrupt biofilm pro-
duction, reducing food for the sandpipers during migra-
tion. However, “We are confident in the conclusions of the
many years of scientific study done for the Roberts Bank
Terminal 2 Project,” Mr. Assier said. “We also have full con-
fidence in the independent federal panel process to assess
that science and make its recommendation.”

FARMED FISH CONSUMPTION RISING
Ian Roberts, Director of Public Affairs for salmon farming

giant Marine Harvest Canada, is equally confident that B.C.
salmon farming will continue to thrive despite what is hap-
pening in Washington state. “We see a five to seven per
cent increase in consumption every year in seafood,” said
Mr. Roberts, who was speaking on behalf of the B.C.
Salmon Farmers Association, of which Marine Harvest is a
member. “British Columbia has a coastline that is very
aquaculture friendly. We not only have the opportunity to
grow seafood but I think we have the obligation to grow
food, not just for domestic markets but for export as well.”

It’s a sensitive matter, though, with entrenched feelings
between the foes, who each insist they have science on
their side. Fish farm opponents argue that fish farms are
vectors for disease and sea lice that harm wild salmon, es-
pecially juvenile ones. Proponents argue that multiple sci-
entific reviews “have never indicated that there’s any risk
to wild salmon,” Mr. Roberts said. 

As a sign of how delicate the arguments are, he took
issue with farm fish opponents using the expression “open
net-pen” to describe the farms. “It’s not open-net salmon
farms. It’s just a net,” Mr. Roberts said.

POLL SHOW BAN SUPPORT
Nevertheless, B.C. has many fish farm opponents, even

if Mr. Roberts considers them a vocal minority. In April, a
Mainstreet Research poll commissioned by the environ-
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Roberts Banks Terminal 2 container port
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mental group Ocean First indicated
74.6 per cent of British Columbians
“strongly” support a ban on open net-
pen salmon farms, the Georgia
Straight reported. Lana Popham, Agri-
culture Minister in B.C.’s NDP govern-
ment, hasn’t concealed her opposition
to fish farms either — which caused
Premier John Horgan to take over the
fish farm file, according to media re-
ports.

The province is currently reviewing
the tenure process for fish farms, which
Mr. Roberts called “a fair process” that
involves the industry. B.C.’s Natural Re-
sources Minister Doug Donaldson also
issued a statement recently saying that
Washington state’s action on salmon
farm’s won’t affect B.C.’s tenure review
process. “We know that the govern-
ment understands the value of the
business here in British Columbia,” Mr.
Roberts said, noting that salmon farm-
ing employs 6,000 people in B.C.

NEW TERMINAL “ESSENTIAL”
Economic arguments also bolster

the case for the Terminal 2 project —
despite the environmental concerns.
“Without the ability to move goods ef-
ficiently and reliably through West
Coast ports, shippers will search for
the next best alternative, with conse-
quences to Canada’s economic
progress,” said the port authority’s Mr.
Assier.

The proposed Terminal 2, which will
be the country’s largest by land mass,
would take five and a half years to
build. That would happen after the
port authority receives all the neces-
sary permits and approvals and makes
a final investment decision. The port
authority and the private sector would
fund the project. “Independent fore-
casts show that existing container ter-
minals on the West Coast of Canada
will be at capacity by the mid-2020s,
which is why we are planning to build
Terminal 2 to be ready just as it is re-
quired,” Mr. Assier said, adding that
the terminal is “essential” to Canada
meeting its trade aspirations with Asia.
He said the new terminal “would play
a critical role in supporting Canadian
businesses shipping goods to and
from market, and in ensuring we can

keep Canada open for trade with
growing economies around the world
well into the future.”

The preliminary design for Terminal
2, to be built 35 kilometres south of
Vancouver near the existing Deltaport
container terminal, calls for 11 rows of
container storage with each of those
containing three rows for reefers “and
access platforms required for reefer
connection to electrical supply and
monitoring of power status and the
temperature within the units,” Mr.
Assier said.

However, it is too early to say what
proportion of the containers will be
reefer containers, he noted.

PROTEIN SHIPMENTS INCREASE
Port Vancouver doesn’t keep statis-

tics on refrigerated cargo. However, it
does post statistics on various cargo
types, including those that would re-
quire refrigeration. For example, in
2017, Vancouver exported 686,082
tonnes of meat, fish and poultry in
containers. That was an 11 per cent
increase from the 618,506 tonnes in
2016, which was up from 556,641
tonnes in 2015. The meat, fish and
poultry category, however, represents
a small fraction of the container ton-
nage handled at Port Vancouver. In

2017, the category accounted for 3.45
per cent of the 26.03 million tonnes of
container cargo going through Van-
couver.

SALMON MOVES BY TRUCK
None of B.C.’s farmed salmon,

however, is exported by ocean carrier.
It is transported fresh, mostly by truck,
with 70 per cent of production going
to the U.S. About five per cent is
shipped to Asia by air to such markets
as Japan, Taiwan, China, Malaysia,
and South Korea, said Mr. Roberts of
Marine Harvest Canada.

In recent decades, farmed salmon
has become B.C.’s most valuable
food export. In 2016, the last year for
which figures were available from the
B.C. government, farmed Atlantic
salmon exports from B.C. tallied
$524.2 million. That was 27.4 per
cent greater than the $411.3 million
exported in 2016. In 2014, those
exports amounted to $255 million.

The 2016 figure for farmed Atlantic
salmon dwarfed the $120 million in
combined exports of the five wild
species of Pacific salmon — sockeye,
chinook, coho, chum, and pink. (B.C.
also exports farmed chinook salmon
— $20 million in 2016.)

Exports of wild salmon are ex-

Amarissa Joye is one of the James
Walkus Fishing Company vessels
that transports farmed salmon 
to processing plants.
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pected to be higher in 2018 because it is a peak year in
the four-year cycle for sockeye salmon, noted Guy Dean,
a Director with the B.C. Salmon Marketing Council, which
promotes wild salmon. “I think that’s the hard thing for
people to get their head around is the availability of wild
salmon is going to vary on a yearly basis and you’re not
going to have that consistent supply like you are with
farmed salmon,” Mr. Dean said.

Much of B.C.’s wild salmon is shipped — frozen — by
ocean carrier to Asia. That includes lower grade pink and
chum for value-added processing in China, Vietnam, and
Thailand. However, the market for higher grade wild
salmon has shifted in recent years in Japan, which in the
past would pay a premium for it, he said. “But because of
the way the economy is in Japan, they’re not necessarily
willing to pay the higher levels,” said Mr. Dean, who is
Vice-President and Chief Sustainability officer with Albion
Farms and Fisheries Ltd. in Vancouver. “So that market is
slowly drying up.”

WILD SALMON POPULARITY GROWING
While he didn’t have any statistics, Mr. Dean said the

market for fresh wild salmon is growing in North America,
with much of that demand from the U.S.

Fresh salmon, farmed or wild, moves mostly by truck to
the U.S. In the case of farmed salmon, about half of Cana-
dian exports to the U.S. are destined for markets in Cali-
fornia.

Mr. Dean declined to comment on whether or not
farmed salmon affects wild salmon stocks. “Our goal is to
promote wild salmon versus going out and saying some-
thing against farmed salmon,” he said. And even if the
B.C. government were to follow Washington state’s lead
and ban ocean-pen salmon farming, Mr. Dean doubts it
would have an impact on the wild market. “The Depart-
ment of Fisheries and Oceans errs on the side of caution
with regard to openings and closures,” Mr. Dean said. “I

don’t think anything is going to change along those lines.”

Rather than regarding farmed salmon as being in com-
petition with wild salmon, Mr. Dean sees the two sectors
as complementary. He compared the situation to how the
advent of snowboarding led to innovations in snow skiing,
such as parabolic skis. “I would say farmed salmon has
opened the door for us to become much more innovative
and find markets that appreciate that,” Mr. Dean said.

HARVESTED MONDAY, DISTRIBUTED BY WEDNESDAY
Marine Harvest, which has its main processing plant at

Port Hardy on Vancouver Island, can harvest from a fish
farm on Monday, process the fish on Tuesday, and deliver
them to the lower mainland by Wednesday for distribution.
From a fish farm, the salmon are loaded into a boat where
they are cooled with refrigerated seawater to one degree
Celsius. At the primary processing plants, workers gut the
salmon while leaving the heads on. Then they’re packaged
and put on trucks. About 75 per cent will go to market as
dressed whole salmon, with the remainder sent to a value-
added processing plant in Surrey for portioning into steaks
or fillets.

EXPORTS
The U.S. was by far the biggest export market for At-

lantic salmon from Canada in 2017, accounting for $733.55
million, or 94.24 per cent of the $778.36 million export
total. China and Japan each had about two per cent of the
market.

Canada also imports a small amount of Atlantic salmon
— $85.67 million in 2017. Most was from the U.S. ($51.74
million) and Norway ($17.03 million).

In 2016, farmed Atlantic salmon exports from B.C. tal-
lied $524.2 million. According to Trade Data Online, New
Brunswick is the second biggest exporting province of At-
lantic salmon, with those exports totalling $217.55 million
in 2017 and $305.41 million in 2016.

The Port Hardy plant is one of two farmed salmon
processing facilities operated by Marine Harvest.
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Merger of Japan’s three largest container lines creates
world’s sixth largest liner shipping company
BY R. BRUCE STRIEGLER

Marine shipping analyst Alphaliner notes the recent
major Japanese container line merger, comprising NYK,
Mitsui OSK Lines and K Line, is set to go with an outstand-
ing bright magenta colouring, far removed from the usual
dark, plain colours generally seen in the industry. ONE,
(Ocean Network Express Pte. Ltd.) announced in 2016, and
started trading under its new name as of April 1, 2018. The
new company will operate from a global headquarters in
Singapore, regional headquarters in the United Kingdom,
the United States, Hong Kong and Brazil and a holding
company office in Tokyo. All approvals for the merger from
antitrust authorities in all regions and countries were com-
pleted in January 2018.

With this move, the three Japanese carriers officially es-
tablished the world’s sixth-largest liner shipping company.
ONE offers a capacity of 1.44 million TEU’s, 240 opera-
tional vessels and a service network covering over 90 coun-
tries. The merged company will add seven new ships
(14,000 TEU) within the year. In the April 2018 announce-

ment news release, company CEO Jeremy Nixon says, “To
be a truly global organization and shipping line, ONE be-
lieves its work force should have people with an interna-
tional orientation, outlook and background to ensure the
service quality that we give is really supporting the global
trade and more importantly, to make sure that ONE can
really come across as one team globally to service the cus-
tomers,”

According to ONE’s senior executive in Singapore, the
merger of the three lines was brought about, “Due to low
oil-prices, sluggish cargo demand, over-supply of trade ca-
pacity, and container freight rates at historic lows.” The ex-
ecutive pointed out how most container shipping
companies are registering losses. “The three Japanese
companies have made efforts to cut cost and restructure
their business, but there are limits to what can be accom-
plished individually.” He notes that additionally, keeping
a membership within a global alliance requires business to
remain above certain levels. “Under such circumstances,
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trans-load, similar to the 53-foot
model. “We believe that ‘kilo for kilo’
Ocean Network Express is the fastest,
safest and most valuable mode of
transport for our clients.”

Mr. Harrington points out that
ONE’s investment in the cold chain
supply business is significant, but that
much depends upon the availability
of containers (with appropriate pre-
tripping disciplines), gensets, chassis
(where required) and plug space on
the vessels is critical for planning pur-
poses.

“The cost of providing these serv-
ices is not decreasing, however most
customers do understand the value
and the differentiation that ONE pro-
vides, and we appreciate the pa-
tience of our clients as we develop
this program for them.”

With the commencement of ONE’s
business operations, there will be up
to four companies, namely ONE, K
Line, MOL, and NYK operating on the
same service concurrently during the
transitional period until three pre-ex-
isting lines completely stop operating
vessels. Shipping analysts say that as
far as container shipping is con-
cerned, the current decade has prob-
ably seen the most number of
consolidations, mergers, acquisitions
and alliances than any other period in
container shipping history.

we have decided to integrate our
container shipping business so that
we can continue to deliver stably high
quality and customer focused prod-
ucts to the marketplace.”

ONE FOCUSES ON COLD CHAIN
SUPPLY SOLUTIONS

Tim Harrington, Ocean Network
Express Director of Sales Canada,
says, “ONE provides global cold sup-
ply chain solutions for our clients in
the refrigerated-perishables business
segment.” He adds that Canada, in
particular, “Has been a country where
new ideas, processes and services
have been built to protect the in-
tegrity of this sensitive cargo.” Har-
rington explains that working
collaboratively with customers, truck-
ers, and the company’s container yard
facilities, as well as the railroads, and
ocean terminals, the last mile trans-
portation teams, “ONE delivers a
unique product to our customers.
Whether it’s snow crab or shellfish
through the port of Halifax or chilled
protein and fruits-vegetables through
the port of Vancouver, ONE can move
refrigerated products in and out of
this vast country with unmatched
competence.”

“We are particularly proud of the
work that we have done with Cana-
dian National Railway in the past sev-
eral years. Together with our clients
and other partners, we identified
gaps in process and service delivery.
Once identified, we applied science
and engineering to our challenges,
set service parameters and responsi-
bilities, then put our plan into place.
We are now moving temperature
controlled products more than 11,000

km from Canada to Asia on a consis-
tent basis”.

To do this, Harrington explains
how ONE in Canada created a Refrig-
erated Direct CARE Team in Toronto
dedicated to this business.  “Key
clients will be serviced by this team in
close coordination with their sales-
people and partners in the cold sup-
ply chain as we look to continuously
improve our product.” He suggests
that shippers need to closely compare
what is being offered in the market,
noting there are only a few ways to
move chilled or frozen product across
Canada. “While clients can use air –
which they do – they can also use 53-
foot containers on rail, and trans-load
their cargo before loading tempera-
ture controlled ocean containers at
another facility near the port. That
would require them to truck to the
terminal and onto vessels; or they can
truck the cargo across the country and
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MSC expects continuing strong demand for frozen and
refrigerated Canadian farm products
BY BRIAN DUNN

For the past two decades, MSC has
offered reefer services to and from
Canada. These services are growing,
as they are elsewhere around the
globe. On the export side, Canada’s
overall containerized export reefer
traffic was up eight per cent last year,
while dry cargo business was up six
per cent, according to Darren Ed-
wardson, Vice-President Commercial
Export. Average annual growth in
Canada’s containerized reefer traffic
has been around five per cent over
the past couple of years.

“Back in 2016 we realized not just
here, but globally, that we needed to
add more reefer personnel to the
market. So globally, we have close to
1,000 dedicated employees (includ-
ing nine in Canada) that handle MSC’s
reefer services.” While the reefer busi-
ness represents under 10 per cent of
the company’s overall operations, it’s
an important part of the market be-
cause it’s more profitable than regular

cargo, Mr. Edwardson pointed out. In
addition to handling a customer’s re-
quest commercially, the team also
handles bookings and related serv-
ices. “The results have been huge,

and customer satisfaction has been
tremendous. I can’t tell you exact
numbers about our volumes, but
they’ve been very good just by doing
that little change. The additional re-

Ph
ot
os
: M

SC

Darren Edwardson, 
Vice-President Commercial Export
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sources went a long way.”

While almost everybody associates
temperature controlled transportation
with food products in Canada, espe-
cially products such as poultry, pork,
beef, seafood, fruits and vegetables,
a lot of pharmaceuticals and flower
bulbs are also shipped in reefers.
However, while most people think
reefers are for frozen products only,
“temperature controlled” spans a
wide variety of temperatures, from 30
degrees below zero for some frozen
products to above freezing tempera-
tures for most refrigerated products.

“The Canadian market tends to be
more of a frozen market because of
the types of products that we export.
When you consider the domestic mar-
ket, a lot of product is shipped by
truck. However, when you look at inter-
national markets, longer distances are
associated with longer transit times, so
the frozen segment of the market is
more important. On the import side,
there is more fresh produce and wine,
which is carried in chilled units.”

MSC uses two different reefer mod-
els, namely thin line and prime line.
The thin line ranges from -25 to +30 C
and the prime line ranges from -30 to
+30 C. They are both for frozen foods
with seafood requiring the deeper
freeze, said Mr. Edwardson. Asia is the
largest export market from Canada
out of both Vancouver and Montreal.
But Africa has seen some growth as
the continent develops a taste for
western products. Russia was once an
important market for Canadian reefer
exports, but sanctions against the
country have diminished demand.

“We’ve seen tremendous growth
for our services from Canada, so we
have several services in Canada that
touch Asia. We offer service from our
traditional Vancouver gateway, but
also offer service from Montreal to the
Mediterranean that continues to Asia.
To be honest, the majority of our
products are shipped through that
gateway.”

While MSC reefer personnel do not
follow qualifying academic courses,
they are trained by the company in the
specifics of the reefer business, ex-

plained Mr. Edwardson. They’re also
knowledgeable about the different
commodities and export markets and
what customers need. In addition,
they are versed in the different sectors
where the commodities are being
shipped. “We are not necessarily
looking for people who worked for a
competitor, or have backgrounds in a
reefer sector. We pride ourselves in
people that joined the company and
over the years have grown and
learned the different businesses.”

When food is exported from
Canada, the Canadian Food Inspec-

tion Agency (CFIA) sets the standards
and testing criteria of products for dis-
eases and bacteria, whether they are
being shipped by air or sea. Most
products need certification and the
freezing time and temperatures are
verified. “Once that is all passed, the
containers are checked by CFIA to
make sure they’re in good order. We
don’t want to load containers that
have mechanical defects, or whose
reefer unit is not set properly or func-
tioning properly.

“From our side, once in our care,
the reefer units are monitored around
the clock. They have software in-
stalled in them and if a sensor sends
an alarm, the engineers are notified
immediately to make sure the product
is not compromised, whether on

maintain and monitor close to 200
reefers at Maisonneuve and 100 at
Viau.   Additionally, we have mobile
generators that move between the
two terminals that can maintain and
monitor another 400 units simultane-
ously.”

From a capacity standpoint, MSC
has between 200 and 500 reefer
plugs on its vessels calling eastern
ports. However some vessels operat-
ing out of Vancouver can have up-
wards of 1,000 plugs. Reefers
transported by train are clustered to-
gether and tied into one power gen-
erator, usually in groups ranging from
of six to eighteen units.

“We have the capability to deliver
within the reach of rail or truck. For
long distance domestic shipments, we

board or at the terminal.”

MSC has a segregated area for its
reefers at the Maisonneuve and Viau
terminals at the port of Montreal
where they are monitored by the ter-
minal operator. Hunt Refrigeration
does the pre-trip inspection to ensure
the units are set to the required tem-
perature and settings. 

“Our capacity at the terminals via
TIL/Termont Maisonneuve and Viau to
hold and monitor the units varies de-
pending on the volume coming in and
going out.  We have a tower system
at both terminals that can power,
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will use rail. However, for shorter routes, we would ship by
truck. With reefers, it’s not always about costs. Quite often,
it’s more about speed and efficiency.”

MSC also offers door to door service, with export cus-
tomers loading the necessary reefers in their plant, and with
MSC responsible for transporting the reefers from the plant
to the port. “So we control the truck movement from the
warehouse to the port, and load the container onto the
ship. At the other end, we would arrange the exact same
thing upon arrival.”

To help forecast local demand for reefers, and assist in
the scheduling of service, MSC has service contracts with
major clients that contain “Take or pay provisions”. How-
ever, the latter provisions are considered contract mecha-
nisms of last resort, after all other efforts of accommodation
have been exhausted.

MSC is developing an e-platform for reefers that will
allow it to track, monitor and transmit data affecting the
reefers on board vessels. “If you’re a customer and some-
thing happens on a ship, you don’t know if there’s a prob-
lem on a transit that could last as long as 40 days. With this

technology, however, customers can be provided with dif-
ferent types of alerts, such as temperature of reefer cargo
and transit times. It can even monitor bumping of a con-
tainer on a rail transit which could be important for high
value cargo.”

MSC hopes to reap benefits from the Comprehensive
Economic Trade Agreement with the EU and Trans-Pacific
Partnership, particularly on the export side. “It comes
down to the savings on the duties that will allow Cana-
dian exporters to ship more, and importers to buy more.
We’re hoping to increase shipments of frozen produce,
and we are hoping that on the seafood side, we will see
increases as well.

“We are a country that is able to produce high volumes
of agricultural products that other countries want. The low
Canadian dollar helps to keep us competitive and in some
cases, our operating costs are lower, which is another
help. And in certain product categories, the quality of
Canada’s products as beef or pork or seafood is a strong
consideration underpinning strong demand for Canadian
farm products. 

Sea freight becomes more realistic option for fragile fruit,
as new packaging extends shelf life
BY ALEXANDER WHITEMAN

New packaging has the potential to preserve fruit for up
to two months, making the prospect of ocean transport
more realistic as shippers look to reduce their costs. Speak-
ing to The Loadstar at Fruit Logistica this month, Paclife
agronomist Cristian Parra said the company’s polyethylene
bags could be customized to accommodate the respiratory
rate of individual fruits. Though not alone in the polyethyl-
ene bag market, Mr. Parra said that what sets Paclife apart
from its competitors is its use of a “thermoactive mem-
brane” within the film of the bag. “Bags are customized to
individual fruits to accommodate varying respiratory rates,
meaning rather than lasting just a few days the fruit can sur-
vive ocean crossings – and then some,” he said.

“Presently, the bags on the market only accommodate
blueberries (giving another 60 days of life) and cherries,
adding an extra 40-45 days of shelf life when combined with
reefer transport.” The membrane expands or contracts de-
pending on the temperature of the fruit, allowing gas con-
centration management, and comes after 12 years of
research.

Mr. Parra said Paclife has also been helped by the fact
it was awarded a worldwide protected patent for its
membrane technology. “Gaining the patent was difficult
to achieve for the bag but what secured it was the addi-
tive used within them to extend shelf life,” he said.
“There are about five other companies working with
modified atmosphere bags in Chile, but we are the only
one using a properly thermoactive membrane, which is

safest for packaging fruits.”

It makes sense that the Chilean company focused first
on these fruits as they make up a significant part of the
country’s exports, but other fruits such as kiwis, pomegran-
ates and stone fruits could also find their shelf life extended
by the bags. Paclife has been active in increasing the bag’s
visibility to global customers, with plans to roll out into
Canada, China, Colombia, the EU, Mexico, Peru and the
United States. “With these new markets in mind, we are also
in the early stages of investigating the bag’s use for grapes,
passion fruit, rambutan, mangos and so on,” he added.

Reprinted courtesy of The Loadstar 
(www.theloadstar.co.uk)
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  Appetite for investment in Hamilton’s growing food cluster

In the space of a few short years, the Port of Hamilton
has emerged as southern Ontario’s primary export gate-
way for Ontario-grown grain, and the nucleus of an ex-
panding food cluster within the region. 

In 2017, the Port of Hamilton handled its highest-ever
total of agricultural products. Close to 2.3 million metric
tonnes (MT) of commodities such as Ontario-grown corn,
wheat and soybeans, as well as canola, sugar, potash and
other fertilizers were handled through the port. Agricul-
tural cargoes now make up 23 per cent of the port’s total,
up from 12.5 per cent in 2010.

From the perspective of the Hamilton Port Authority
(HPA), success has been the result of a convergence of
factors: a push toward diversified cargoes; an entrepre-
neurial approach by the port that enables projects to
move forward quickly; and a supportive network of re-
gional partners in government, education and industry. 

HPA President & CEO Ian Hamilton underscores the
importance of the port’s ability to respond to market op-
portunities: “Global demand for food is growing, and
Canada has an impeccable brand internationally for food
safety and quality.” Capacity at the port has been grow-

ing steadily to keep up with this demand. “The Port of
Hamilton has attracted more than $200 million in agri-
food related private sector investment in recent years,
and our terminal operators have the ability to move more
product, more efficiently, helping make Ontario-pro-
duced crops more competitive in global markets,” said
Ian Hamilton.

G3 Canada Ltd. selected Hamilton as the location for
a new, $50 milllion, 50,000MT grain export terminal on
the Great Lakes, a facility which came into operation for
the first time in the 2017 shipping season. The terminal
is the centerpiece of G3’s entrance into the southern On-
tario grain handling market.  Consistent with G3’s other
new facilities across Canada, G3 Hamilton features tech-
nology that maximizes facility load and unload speed.

“Attracting new investment is the critical first step, but
our approach to business means we don’t stop there,”
said Ian Hamilton. “Our team of real estate and engineer-
ing experts work with investors every step of the way to
ensure projects are implemented successfully.” In some
cases, that also means coming to the table with innova-
tive financing partnerships, as was the case when fertilizer

A vessel readies for loading at
Parrish & Heimbecker's

Hamilton terminal



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

sailings1097.qxp  2018-05-10  4:38 PM  Page 30



May 14, 2018 • Canadian Sailings • 31

   

 
 

  

 

 

 

  
    

  
   

  
   

 

   
   

 

 

handler Sylvite was looking to ex-
pand its storage capacity.

Also in 2017, grain company Par-
rish & Heimbecker began operations
at a new, $45 million flour mill, lo-
cated adjacent to the company’s cur-
rent grain export terminal at the
port. The facility was the first new-
build flour mill constructed in On-
tario in 75 years. All of the product
from the mill is used within 100km of
Hamilton, part of southern Ontario’s
flourishing regional food processing
industry. 

One of the region’s most effective
catalysts in building a robust agri-
food cluster is the City of Hamilton’s
Economic Development Office. The
City’s team has identified agri-food
as a key investment target, and has
attracted high-profile food proces-
sors such as Canada Bread and
Maple Leaf Foods. In fact, Hamilton
is one of the three largest food and
beverage processing areas in North
America. Nearly 9,000 skilled work-
ers are involved in agri-business and
the food-processing sector, and food
and beverage manufacturing the
city’s second largest manufacturing
sub-sector, both in terms of employ-
ment and revenue. Employment in
food manufacturing has grown 35
per cent in the city since 2006, and
workers in this industry have seen
their wages rise by more than five
per cent. 

ized programs in food and beverage.
These include the Canadian Food
and Wine Institute at Niagara Col-
lege, the University of Guelph’s Food
Technology Centre and Conestoga
College’s Institute of Food Process-
ing Technology.

Success with primary agricultural
commodities has led to the attrac-
tion of new supply chain partners to
the Port of Hamilton. The port now
has 14 tenants in the agri-food sec-
tor, from food processing and beer
brewing, to food-grade trucking and
warehousing. “There is a definite ap-
petite among investors for what we
can offer,” noted Ian Hamilton. “We
expect the momentum to continue,
with a trend toward more value-
added processing, and of course
continued benefits for the regional
economy.”

Another secret ingredient in the
region’s food-sector success is the
accessibility of world-class educa-
tional institutions with highly special-

G3 Canada Ltd.'s
Hamilton terminal

Sylvite and HPA undertook 
an innovative financing
partnership to develop
new terminal
capacity

Parrish & Heimbecker's new flour mill
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Port employment partnership in the works 

Hamilton’s transportation network is a major part of
the city’s unique economic advantage, with access to
road, rail, marine and air modes for the movement of
goods. At the Port of Hamilton alone, more than 2,100
people work in a variety of transportation-intensive in-
dustries. Jobs in these companies require a sophisti-
cated and evolving set of skills. Employees with logistics
or supply-chain capabilities are in high demand, but the
path to employment in some cases can be difficult to
navigate.

“We know from our conversations with our port part-
ner companies that finding skilled workers in some cases
is quite challenging,” explains Sharon Clark, Manager of
Community Relations at the Hamilton Port Authority
(HPA). “At the same time, we have residents in our com-
munity who are in need of the kind of stable, well-paying
jobs that port employers offer. If we can help bridge the
gap, we all win.” 

For port-located company Fluke Transport, a qualified
labour pool is a critical business success factor: “From
an employer’s perspective, finding employees with the
right skills can be a real challenge. We’re happy to en-
courage more interest in the transportation sector as a
career choice. Making strong connections between
school and the workplace helps position graduates for
success,” said Kevin Hagen, Senior Vice President &
General Manager at Fluke Transportation Group

To help close this gap between employers and po-
tential employees, HPA and Hamilton’s Mohawk College

are working together on initiatives to help students along
the road to transportation careers. This year, the partners
launched a new post-graduate certificate in Supply Chain
Management. The program is designed to teach students
about how goods flow within an organization, from raw
material suppliers, to the end consumer. A new $20,000
tuition-support fund from HPA will directly assist local stu-
dents enrolled in this program in the coming years. HPA
is also working with port-located companies to create co-
op and internship placements to complement the pro-
gram.

“Building and strengthening partnerships is a priority
for Mohawk. We are proud to partner with the Hamilton
Port Authority to support the needs of local employers
and create more opportunities for the people of Hamil-
ton,” said Ron McKerlie, President of Mohawk College in
Hamilton. 

HPA is also working closely with Mohawk College’s in-
novative CitySchool program to create a pathway to jobs
in the skilled trades. Backed by a $10,000 HPA contribu-
tion to CitySchool’s mobile classroom, CitySchool offers
a free, on-site introduction to welding, an in-demand skill
among Hamilton’s industrial employers. Located in Hamil-
ton’s North End, this partnership aims to create employ-
ment connections for local residents to employers located
nearby, on and off the port lands.

This partnership is in step with the goals of Hamilton

Mohawk College President Ron McKerlie and HPA's
Ian Hamilton

Mohawk College's new
post-graduate program,
supported by HPA
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Mayor Fred Eisenberger’s Blue Ribbon Task Force, which
identified the need for greater alignment between em-
ployer needs and labour force skills development . “HPA’s
partnership and contribution to Mohawk College with
these programs brings immediate benefits to students,
while at the same time helping to feed future employment
needs,” said Hamilton Mayor Fred Eisenberger. “I’m
proud to see one of our most vital economic engines
working in tandem with an academic institution to practi-
cally create sustainable growth and new opportunities for
our residents.”

For HPA, the partnership is a community initiative that
leverages the port authority’s unique expertise and net-
work. As Ian Hamilton, HPA’s President & CEO noted,
“Management of the supply chain is a largely invisible yet
vital function; companies that do it well can be up to 20
per cent more profitable. Through this terrific partnership
with Mohawk, we’ll ensure our local workforce is ready and
able to support our city’s competitive advantage in trans-
portation and logistics. Today’s supply chain graduates
have an enormous opportunity to build a career that is in
demand and highly valued in Canada and globally.”

FAST FACTS 
ABOUT TRANSPORTATION JOBS

• Transportation-intensive industries provide
140,000 jobs in the Hamilton area

• 88 per cent of companies have global supply
chains

• There are 66,000 forecasted job vacancies for
skilled supply chain staff every year in Canada

• Companies that operate best-in-class supply
chains are 20 per cent more profitable

• More than 2,100 people work at 130 companies
located at the Port of Hamilton

• Wages at the port are 20 per cent higher than
the Ontario average

• The goods that transit the Port of Hamilton are
worth $1.9 billion annually.
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Sustainability journey reaches first milestone

Hamilton Port Authority released
its first ever Sustainability Report this
year, as part of a new strategic direc-
tion.

“We believe that we operate with
a social license that requires us to
consider many perspectives,” ex-
plained Larissa Fenn, HPA’s Director
of Public Affairs. “We began this
journey by listening first: connecting
with our stakeholders in a variety of
ways, and understanding what is im-

sible Port of Hamilton. 

HIGHLIGHTS
Social & Community Sustainability

HPA participated in a wide variety
of community events and festivals,
and hosted public tours and open
houses with a view to building aware-
ness and pride in Hamilton as a port
city. One of the year’s highlights was
the Rendez-vous 2017 Tall Ships Re-
gatta, which HPA co-sponsored with

portant to them. Once we had that
knowledge, a comprehensive sustain-
ability program was an obvious way
to tie it all together.” 

The inaugural report reflects a
commitment to increased trans-
parency, and is intended to help the
port find ways to improve. It is also an
opportunity to showcase the positive
actions HPA has taken to build an
economically vibrant, socially con-
nected and environmentally respon-

More than 40,000 people
visited Hamilton's
waterfront on Canada Day
to see the Tall Ships.

Landscaping
at Pier 10 Members of HPA's 

Team Up to Clean Up crew
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the City of Hamilton. 

The port took steps to improve the port-city interface,
through public art partnerships and new landscaping ini-
tiatives. 

The port built on a commitment to transparency with
new opportunities for residents to view the harbour and
learn about the activities of a working port. 

HPA continued its long-standing commitment to char-
itable investing, with more than $222,000 in cash and in-
kind support for local non-profit organizations in 2017.

HPA was especially proud this year to partner with Mo-
hawk College on new initiatives to help bridge the skills
gap by supporting innovative education and job training
programs. 

Environmental Sustainability
HPA is a founding member of the Green Marine pro-

gram, and uses the program’s rigorous framework to help
ensure the port is meeting or exceeding environmental
standards. 

In 2017, HPA undertook several initiatives to enhance
the biodiversity, air and water quality at the port, while re-
ducing waste and energy consumption. 

Exciting progress has been made to restore the shore-
line at Sherman Inlet, an important historical feature of
Hamilton Harbour’s original shoreline.  

HPA was proud to plant its first pollinator garden in
2017, helping to showcase how the port lands can con-
tribute to a pollinator corridor along Hamilton’s bayfront. 

Port staff were enthusiastic participants in a number of
environmental partnerships in 2017, including the annual
Team Up to Clean Up.

Financial & Economic Sustainability
The 2017 Sustainability Report showcases the impor-

tance of a financially self-sustainable and profitable port,
allowing for reinvestment into new infrastructure. In 2017
alone, more than $11.4 million was invested by HPA in

new infrastructure and ongoing maintenance, to ensure
port users are well-served by Ontario’s largest and busiest
port.   

The report highlights the impact the Port of Hamilton
has on the local and regional economy, employing more
than 2,100 people on port property, and contributing more
than $6 million in local taxes. 

More than $300 million in investment has been at-
tracted to the Port of Hamilton in recent years, with major
new terminal projects as highlights, including the port’s
third grain export terminal, constructed by G3 Canada
Ltd., and Parrish & Heimbecker’s new flour mill. 

As an organization, HPA sees this way forward as critical
to business success. “In our goal to contribute to economic
prosperity through trade, a sustainable approach will help
ensure positive outcomes, for port users and customers,
community members, employees and the environment,”
said HPA President & CEO Ian Hamilton. “It is not just a
matter of principle; it is imperative to our success.”  
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Infrastructure investments keep business moving 
The piers, railway tracks, warehouses and roads of the

Port of Hamilton represent important components of
Canada’s national transportation system. Maintaining and
improving these assets is one of the port’s core functions,
ensuring tenants and port users have access to the high-
quality transportation infrastructure they need to be effi-
cient and globally competitive. 

The financial capacity to invest is a critical success fac-
tor for Canada’s ports, and HPA’s experience with an im-
portant component of its marine infrastructure in the past
year illustrates why: In 2017, HPA’s engineers began work
on the $5M first stage of replacing the dock wall at the
west half of the port’s Pier 12. The Pier 12 dockwall is es-
sential infrastructure for several key port tenants, including
Federal Marine Termnals (FMT) and Sylvite. When de-
tailed investigations revealed the need for a much more
extensive (and expensive) dockwall replacement, HPA was
able to plan and begin implementation of the first stage
of the project solution right away, to maintain its cus-
tomers’ access and service.  The remainder of the west
half of Pier 12’s dock wall will be replaced in the coming
years for a total cost of approximately $12 million dollars.

Every year, HPA reinvests its earnings into port infra-
structure, through a program of maintenance, repair and
replacement led by its own team of in-house engineers
and project managers. In 2017, more than $11.4 million
was invested in projects that improve environmental out-
comes, security, and service to customers. 

Several capital projects in 2017 contributed to im-
provements in the port’s environmental performance.
More than $1,000,000 has been invested in the installa-
tion of backflow prevention measures in compliance with
municipal requirements over the last 5 years. At Pier 10,
more than $600,000 was invested in new site surfacing to
reduce track-out dust generated by truck traffic. More
than $100,000 was invested in an ongoing program of in-

stalling new, energy-efficient light fixtures in HPA-owned
warehouses.

HPA often works in partnership with tenants, using its
own contributions to leverage greater third party invest-
ments. For example, HPA completed $800,000 in structural
foundation work for a food processing facility at Pier 10,
which helped to ensure a further tenant investment of
more than $10 million. Similarly, HPA completed $450,000
in new utility infrastructure at the port’s Pier 22, which laid
the groundwork for private sector investment in a new fuel
transload facility, serving the southern Ontario consumer
market. 

Finally, improving service and modal choice for port cus-
tomers at Pier 10, HPA invested approximately $800,000
in a rail realignment serving Parrish & Heimbecker’s grain
terminal and new flour mill. 

The Port of Hamilton handles more than $2 billion in
cargo each year, which is connected to $6 billion in eco-
nomic activity and 38,000 jobs in Ontario.  By maintaining
and improving the port’s transportation infrastructure, the
Port of Hamilton keeps cargo moving, facilitates trade, and
supports Canadian prosperity.

Repairs to Hamilton's 
Pier 12 dock wall

New paved areas help
reduce track-out dust
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Canada’s steel sector steps back from the brink
It has been a wild time for

Canada’s steel sector, set alight earlier
this spring by US President Donald
Trump’s announcement of potential
new import tariffs on steel and alu-
minum.  

In Hamilton, Canada’s steel city,
threats to the sector are felt acutely.
Approximately 10,000 individuals in
Hamilton are directly employed in pri-
mary manufacturing or fabricating. 

At the time, in the face of poten-
tially disastrous trade disruptions,
local civic and industry leaders, and
federal representatives Bob Bratina
MP, Filomena Tassi MP and Hon. Ka-
rina Gould MP, rallied together to sup-
port Canadian steelmaking. 

Prime Minister Justin Trudeau vis-
ited Hamilton in March to meet with
local stakeholders including the

WAGENBORG SHIPPING NORTH AMERICA

CONTACT:  507 Place d’Armes, Suite 2100 H2Y2W8 Montréal, Canada 
Tel. +1514 288 8282 \ Fax +1514 842 2744 \ info@wagenborgna.ca \ www.wagenborg.com

Hamilton Port Authority (HPA), to ex-
press support for the region’s steel

sector and its workers.  Hamilton’s
Chamber of Commerce took an im-
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Prime Minister Justin Trudeau tours steelmaker Stelco, with Hamilton
MPs Filomena Tassi and Bob Bratina
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portant leadership role, representing large and small Hamil-
ton businesses who would be impacted, and sharing those
stories with media across North America.  

In April, an initial exemption for Canada offered some
relief, but it was an uncomfortably close call, and made
clear the need for increased awareness of the benefits of
free, fair and integrated trade within North America.

As a port authority, HPA brought the perspective of a fa-
cilitator of trade and promoter of an integrated Great Lakes
regional economy. “As a Great Lakes port, we have a front-
row view on how integrated the Canada-US economies
are,” said Ian Hamilton, HPA’s President & CEO. “Far from
putting up barriers, we should be thinking about the Great
Lakes region as a single economic machine.” 

In fact, the Great Lakes region accounts for half of all
US/Canada bilateral trade. If the Great Lakes region were
its own national economy, it would be the third biggest in
the world, with 51 million jobs. Each year, there is $278 bil-
lion in bilateral U.S.-Canadian trade in the Great Lakes area,
and Canada is the best customer of every Great Lakes
state.

With NAFTA and other trade discussions ongoing, un-
certainty still looms, but local leaders are optimistic. That

optimism is borne out in recent investments in manufactur-
ing facilities in Hamilton. In late April, ArcelorMittal Dofasco
announced a massive, $151 million upgrade of its hot mill
operation as part of an effort by the steelmaker to develop
materials that are lighter and more durable. 

“We’re hopeful that common sense will continue to pre-
vail,” said Ian Hamilton. “An integrated supply chain cre-
ates jobs and benefits economies on both sides of the
Canada-US border. The efficiency we create by working to-
gether is what allows us to compete globally as partners.”

“Perhaps the upside to all of this anxiety is that there is
more awareness now that we are stronger together.” 

Michel Vincent, Vice-President Sales & Marketing
Genesee & Wyoming Canada Inc.

200 Harbour Front Dr. Hamilton, ON L8L 1C8
Michel.vincent@gwrr.com

www.gwrr.com

For information on Southern Ontario Railway

Proudly Serving the Port of Hamilton

 HAMILTON PORT IN THE STEEL SUPPLY CHAIN
(2017)

• 3.7 million MT iron ore

• 1.8 million MT coal

Most of this material is shipped to Canada from the
US, to be processed here in Hamilton, then used in
highly integrated bi-national supply chains like auto-
motive and other manufacturing. 



McKeil steadily increasing its market share of niche
transportation activities in eastern Canada
BY BRIAN DUNN

McKeil Marine of Burlington, ON, has been chosen as one of
Canada’s Best Managed Companies in 2018 by Deloitte Canada’s
leading business awards program, which recognizes excellence in pri-
vately-owned Canadian companies.

For over 60 years (celebrating its 60th anniversary in 2016),
McKeil has been providing marine transportation and project services
for bulk and project shipments throughout the Great Lakes, St.
Lawrence River, East Coast and Arctic. It recently moved its head
office to Burlington from Hamilton and has sales offices in Montreal,
Rothesay, NB, and St. John’s, Newfoundland and Labrador.

The company’s annual growth rate is typically in the low double
digits, according to President and CEO Steve Fletcher who attributes
the Deloitte award to hard work and dedication of its 375 shore-
based, sailing and seasonal workers. Treating crew (employees) like
family and driving forward as a high-performance team is always a
focus for McKeil. This is how we have and will continue to operate.”

Most of the company’s growth comes from long-term contracts
with existing clients in what Mr. Fletcher calls a cyclical business. For
example, McKeil completed a project last year after 3 1/2 years of
providing construction support for the Hebron oilfield Project Gravity
Based Structure in Bull Arm, NL.  It is currently completing an assign-
ment using two barges to move workers and construction material for
27 Siemens turbines being built on Amherst Island off Kingston
which are expected to produce 75 megawatts of generating capacity.

“We really don’t have one operating base,” said Mr. Fletcher.
“We go where we’re needed and do repair work and dry-docking
during the off season where we end a project before winter, or where
we expect to be working in the spring. McKeil’s Amherst assets were
originally on the East Coast, for example, and will go back there once
the turbine project is finished.”

McKeil has considered acquisitions to grow the business, but is
sticking to its core competence which is moving smaller loads in the
10,000-15,000-tonnes range. “We’re not competing with Algoma or
CSL. We try to secure smaller niche cargos like specialty coal used in
the refinery business. We may do four trips a year moving 10,000
tonnes per trip, which makes it easier for clients to manage inventory,
rather than moving it all at once.”

McKeil is seeing moderate growth in various industries such as
the steel industry, specialty raw materials, slabs and cement. It also
transports niche size cargo loads in the agri-sector. “One silo may con-
tain 12,000 tonnes of grain which we might transport in a single
load. Transporting 25,000 tonnes in a single load would be far more
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difficult because there can be congestion on the St. Lawrence and it
might be hard to accommodate 25,000 tonnes. We’re often compet-
ing against rail and truck, so we try to be cost competitive to gain a
few percentage points of new business.”

The steel and aluminum business is doing well, except for the
uncertainty of potential U.S. tariffs which could leave producers
exposed to a sudden change in U.S. trade policy.

“There’s a great deal of iron ore being exported to China which
is attractive for Algoma and CSL, and which allows us to pick up mar-
ginal business that is not cost effective for them,” said Mr. Fletcher.

In October, 2016, McKeil sold a majority share of the company
to TorQuest Partners, which specializes in mid-market companies
and manages more than $2 billion in equity capital. Without taking
on too much debt, the deal allowed McKeil to purchase Ardita, a
139-metre bulk carrier previously used to carry grain and soybeans,
and to convert it into a cement carrier at a cost of more than $20 mil-
lion. McKeil began transporting cement on this vessel for its client
Lehigh Cement to customers along Lake Ontario and Lake Erie ear-
lier this year. “In order for the company to grow, we realized we
needed additional capital. TorQuest has deep pockets which allow us
to build the business and we get good insight from seasoned veterans
in the investment community. We basically got financial capital and
intellectual capital together.”

With the acquisition of Ardita, the company now operates four
bulk carriers, 22 tugs and 30 barges. It is not necessarily the com-
pany’s intention to acquire more vessels. It will probably add more
tugs and barges before another bulk carrier.

“But it will be based on opportunities. Certain cargo is best
suited for barges and others for ship.”

Most of McKeil’s business is short-sea operations where it will
usually transport cargo to a rail depot to continue the journey. A
major client continues to be Aluminerie Alouette of Sept-Îles for
whom McKeil transports aluminum to Oswego, NY, Toledo and
Detroit.

Some of the challenges facing the company are regulatory
changes, and the company’s limited capability to compete effectively
with federal pilotage authorities to retain experienced employees.
“We need to find a more cost effective way to provide services on an
underutilized St. Lawrence Seaway. And the Pilotage Authority is
recruiting from our industry which makes it challenging for us, as our
crews are extremely experienced and are very familiar with the han-
dling characteristics of our vessels.”  

Steve Fletcher
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Report on Thunder Bay’s “Opening of Navigation”
luncheon
BY WILLIAM HRYB

A gala luncheon on April 5th marked the
opening of the 2018 shipping season for the
port of Thunder Bay. The event, sponsored by
Thunder Bay Chamber of Commerce was
sold out, with port, city and waterfront user
groups in attendance. To celebrate the occa-
sion, Julie Lambert, the newly minted ‘head
of the Commercial team at Canada Steamship
Lines’ was on hand as the keynote speaker.

“Thunder Bay is an important port at
the heart of CSL’s grain transport program - it
is the prime agriculture gateway for the
marine transport of grain to world markets,
and we are proud to be a part of it with you”
Ms. Lambert said. This season was particu-
larly special for the CSL Group, as the
massive CSL Welland was the first ship into
the port arriving at G3 Elevator on March
27th with veteran Captain Wilson Walters at
the helm. CSL Welland happens to hold the
record for loading the most grain on a laker
with over 31,000 tonnes in 2016.

Being awarded the honorary ‘Top Hat’
award, symbolizing the opening of naviga-
tion, was a highlight for the veteran master, as
he overcame a “second to arrive’ too many
times for his liking. Ice conditions proved to
be formidable with every precaution required
to avoid any damage. “We were always on
high alert … there are two people on the
bridge with one crew member on the bow”
Capt. Wilson said. “We kind of get in about
seven, eight knots, and then pick up speed -
we usually run at about 65 per cent propul-
sion on the engines getting up to about 80 –
85 per cent, because we need to force the
vessel through the ice” he said.

Charla Robinson, who has been

involved with the Chamber for nearly twenty
years and has been its President for the past
five years, was delighted hosting the event
saying, “As a port city, the opening of naviga-
tion is one of the early signs of spring for our
citizens – from a business perspective, it sig-
nals significant economic activity for the
community as hundreds of employees return
to work and the resulting increase in the pur-
chases of supplies, services and retail items. 

Canadian Sailings had the opportunity
to discuss various issues facing the shipping
industry with Ms. Lambert of Canada
Steamship Lines:

CS: As you know, timely grain railcar delivery
to terminals has been in the news...   the
adage ‘we are as good as the railways want us
to be” seems to ‘ring a bell’ to us in the ship-
ping industry.  What is CSL doing to get the
railways to co-operate with the grain industry
to expedite grain deliveries to ports like Thun-
der Bay?
JL: – CSL is not involved directly in encour-
aging railways to cooperate with the grain
industry to expedite grain deliveries to the
ports. Grain companies have relationships
directly with the railways, and are in the
sternest position to influence them. That said,
as an industry leader through our fleet
renewal programs, utilizing innovative tech-
nologies to optimize vessel operations and
decrease our environmental footprint, CSL
has an important role to play in supporting
the development of an efficient supply chain
to the East and through the Great Lakes. 

CS: Please give us an idea why Thunder Bay
is so important to the CSL Group.

JL: Thunder Bay is an important port at the
heart of CSL’s grain transport program. Last
year, CSL moved approximately 37 per cent
of the grain that transited through Thunder
Bay. During the 2017 navigation season,
grain represented 20 per cent of CSL’s busi-
ness portfolio and 87 per cent of this volume
came out of the port. It is highly efficient and
our ships like calling there. We also value the
strong relationships we have with the eleva-
tors and the people employed there.

CS: Looking into your crystal ball, what does
the future look like for CSL in the Great
Lakes?
JL: We are highly optimistic about CSL’s
future on the Lakes for the next five years,
and beyond. Grain yields continue to grow
every year and the demand for Canadian
wheat is strong. Recent robust economic
growth is also continuing to positively impact
demand of commodities generally on the
Great Lakes. Following the Trillium Class
newbuild program which started back in
2010, we are now starting to explore the
next phase of our fleet renewal program
which will see CSL invest in new ships for
our Canadian operations.

Ms. Lambert joined CSL in 2012 and in
2017 was appointed head of its Commercial
team. She oversees the delivery of customer
service to existing clients and is in charge of
developing new opportunities for the com-
pany throughout the Great Lakes and
Atlantic Canada. She holds degrees in
finance and common law from the Univer-
sity of Saskatchewan, and a civil law degree
from the University of Ottawa. 
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CN and CP announce first quarter 2018 results
Both of Canada’s major railways felt

the effects of a weak economy, and capacity
constraints, exacerbated by bad weather,
and produced somewhat disappointing
financial results. Both carriers restated the
financials pertaining to the first quarter of
2017, but we chose to maintain them as
originally presented. As is evident from the
table, net income as a percentage of rev-
enues tumbled from 34 per cent in 2016 to
21 per cent in 2018 at CP, while at CN net
income as a percentage of revenues dropped
from 26.7 per cent in 2016 to 23.2 per cent
in 2018. Both carriers have spent vast sums
of cash repurchasing their own shares over
the past few years, with CN in particular
picking up the pace of these repurchases.
Stock repurchases help maintain earnings
per share numbers, as the company’s earn-
ings are divided by a reduced number of
outstanding shares. On the other hand, as is
evident from the numbers, one could argue
that share repurchases were financed
entirely or in part through borrowed funds,
and for that reason, have the effect of weak-
ening the balance sheet, compared to what
it would look like without the repurchases.

Whereas at CP rail freight revenues
rose 4 per cent during the quarter, they
declined slightly at CN. However, CN man-
aged to increase rail freight revenues per
RTM (by 4.2 per cent). At CP, gross tonne

miles (GTM) rose by 5.8 per cent, while at
CN gross tonne miles dropped by 2.7 per
cent. Given that at the end of the quarter,
CN had 9.2 per cent more employees than
a year earlier, GTMs per employee dropped
11 per cent. At CP, however, GTMs per
employee actually rose by 1.3 per cent.

At both carriers, the operating ratio
(defined as operating expenses as a percent-
age of revenues) took a hit, rising from
58-59 per cent in each of 2016 and 2017 to
just over 67.5 per cent in 2018. All in all,
the first quarter of 2018 was a quarter that
many at both carriers would prefer to forget.

During the quarter, CN’s revenues
increased by just over 8 per cent to $3.3 bil-
lion. “Free” cash flow, defined as the
amount remaining from operating cash flow
after subtracting net investments made
during the quarter and dividends paid to
investors, dropped slightly into negative ter-
ritory, from $547 million during the first
quarter of 2017. 

CP’s revenues increased by four per
cent during the quarter to $1.66 billion.
“Free” cash flow rose from $11 million to
$78 million. 

CN’s brightest spots were coal and
intermodal, which both produced
respectable gains in revenue tonne miles
and rail freight revenue per tonne mile.
Grains and fertilizers represented CN’s

worst performing category, with revenue
tonne miles down by 12 per cent, and rev-
enue per tonne mile up by 1 per cent. 

CN’s average number of employees
rose from 22,396 to 24,467 during the
period. Terminal dwell time increased sig-
nificantly from 15.6 hours to 21.3, and train
velocity decreased from 25.7 miles per hour
to 21.8.

For CP, the bright spot was potash
which, although carried at lower prices,
enjoyed strong demand. Similarly, there
was strong demand for transportation of
energy products, chemicals and plastics,
although there too revenues per RTM were
down. Demand for intermodal was also
strong and, with RTMs slightly in excess of
the year-ago period, the sector did well. On
the other hand, grain shipments fell about 9
per cent, which caused the category to lose
its top revenue status for the quarter to
intermodal.

CP’s average number of employees
rose from 11,648 during Q1 of 2016 to
12,173. Terminal dwell time increased from
7.1 hours to 7.9, and train velocity
decreased from 22.3 miles per hour to 20.6.

Both carriers announced plans to
increase their number of employees, and to
embark on a period of heavy capital expen-
ditures to increase capacity and efficiency.

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

CN 
2018

CN 
2017

CN 
2016

CP
2018

CP
2017

CP
2016

Revenues $ 3,194 $ 3,206 $ 2,964 $ 1,662 $ 1,603 $ 1,591 
Less: operating expenses $ 2,164 $ 1,903 $ 1,747 $ 1,122 $ 932 $ 938 
Operating income $ 1,030 $ 1,303 $ 1,217 $ 540 $ 671 $ 653 
Other expenses and (income) $ 39 $ 120 $ 118 $ 70 $ 92 -$ 57 
Net income before income taxes $ 991 $ 1,183 $ 1,099 $ 470 $ 579 $ 710 
Less: income taxes $ 250 $ 299 $ 307 $ 122 $ 148 $ 170 
Net income $ 741 $ 884 $ 792 $ 348 $ 431 $ 540 
Net income as % of revenues 23.20 27.57 26.72 20.94 26.89 33.94
Comprehensive income $ 910 $ 885 $ 634 $384 $461 $536
Cash flow from operations $755 $1,256 $1,065 $397 $311 $218
Dividends paid $336 $313 $293 $82 $73 $54
Net additions to property $425 $396 $469 $245 $227 $218
Issuance of debt minus debt repayments $855 -$10 $566 -$5 -$5 -$11
Purchase of company common shares $615 $499 $512 $298 $0 $0
"Free cash flow" -$6 $547 $303 $78 $11 -$54

Fully diluted net income per share $ 1.00 $ 1.16 $ 1.00 $ 2.40 $ 2.93 $ 3.51 
"Operating ratio" 67.75% 59.36% 58.94% 67.51% 58.14% 58.96%
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Prince Rupert launches export development fund to
explore new trade opportunities

Prince Rupert Port Authority has launched a new
$250,000 funding initiative to help communities and economic
development agencies in Western Canada assess new export oppor-
tunities in the Asia-Pacific region. The Export Development Fund
was created to assist eligible organizations in developing new export
opportunities across Canada’s northwest trade corridor. Opportuni-
ties could be related to an existing industry entering new markets,
new or expanded industries that would be viable for export, or exist-
ing export industries that are not currently using the port of Prince
Rupert.

“Export-oriented industries have a disproportionately large
impact on our local economies, and are critical to achieving eco-
nomic growth and expansion,” said Ken Veldman, Director of Public

Affairs for the Port. “By focusing on regional export ‘clusters’, and
their need for competitive, reliable access to the markets that pro-
vide the most value, we hope to support a practical approach to
growing our collective export trade portfolio.”

The goal of the Fund is to help identify and develop export
opportunities, ultimately strengthening the economic vitality of com-
munities across the northwest trade corridor. Throughout 2018 the
Port will be working with interested organizations in a process that
will hopefully see the fund fully allocated across multiple worthy
projects.

The Port will be introducing a formal application process for the
Fund over the coming weeks. For more information, please
visit www.rupertport.com/port-authority/edf.

CN to acquire 700 cars to meet growing demand in
forest products, metals business

On April 18, CN announced it will
acquire 350 premium boxcars to serve
growing demand from industrial customers
across its North American network. “These
additional boxcars, combined with our new
locomotives, hundreds of new train crew
members, and track expansion investments,
will help give us the capacity and network
resiliency we need for pulp, paper and
metals customers,” said Doug MacDonald,
Vice-President of Bulk at CN. The leased
50-foot, high-capacity plate F boxcars,
equipped with 12-foot plug doors, are
expected to be delivered beginning in late
summer with all the cars in service by the
end of 2018.

On May 2, CN announced it will buy
a further 350 centrebeam cars to serve
growing demand from lumber producing
customers across its North American net-
work.  “These additional centrebeams give

us the tools to put more capacity at the dis-
posal of business partners such as West
Fraser. CN needs to and will do better
moving lumber to market.” 

The newbuild, 73-foot riserless centre-
beams, with a maximum load capacity of
286,000 pounds, are expected to be deliv-
ered starting in September. CN is also
looking at an option to purchase or lease an
additional 300 cars. The new cars will be
manufactured by National Steel Car Ltd. at
its assembly plant in Hamilton, Ont. 

As part of CN’s $3.4 billion capital pro-
gram in 2018, the company is investing in
new trade-enabling infrastructure this
spring and summer, building new track and
yard capacity to handle increased traffic
across CN’s West Coast to Chicago corridor
more efficiently. After adding approximately
400 conductors to the field so far this year,
CN continues to hire with a particular focus

CORRECTION
In its article on the Seaway Opening, Canadian

Sailings suggested on page 18 that Spliethoff will
work with Logistec in all of the ports that it will call

on in 2018. This was actually incorrect because
Logistec does not provide services at the port of

Valleyfield. In fact, stevedoring services at the port
of Valleyfield are solely provided by Valport

Maritime Services Inc.
Canadian Sailings regrets the error.

t Global Freight Forwarding
t Chartering
t Sea - Air - Land
tWorldwide Network
t Heavy - OOG - Project -
Breakbulk - Containerized

Guy Tombs Limited • Since 1921

Montreal, Canada • 514-866-2071 • www.guytombs.com

on crews in Western Canada.  Approxi-
mately 1,250 more train conductors will be
in the field before the next winter, com-
pared to the number of conductors available
before last winter.

In addition to railcars, CN expects
starting in June to take delivery of the first
of 60 new GE locomotives due in service in
2018.
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NATIONAL SHIPPING COMPANY OF SAUDI ARABIA
VESSEL VOY      CLOSING            SAILING          SAILING           SAILING           SAILING

TOR/MTL          HOUSTON      BALTIMORE       HALIFAX       SAINT JOHN

BAHRI JEDDADH   14         28-May 06-Jun 18-Jun – 21-JUNE
BAHRI ABHA          16          11-Jun 21-Jun 03-Jul – 06-JULY
BAHRI YANBU        14           04-Jul 14-Jul 25-Jul – 28-JULY

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

LCL TO CUBA

SINCE
1951PROTOS SHIPPING LIMITED

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

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

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

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

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

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

JONA                                5                     09-JUN                        11-JUN                       16-JUN                        06-JUL                        08-JUL                 03-JUL
CATHARINA SCHULTE     5                     17-JUN                        19-JUN                       24-JUN                        14-JUL                        16-JUL                 11-JUL
POMERENIA SKY             1                     25-JUN                        27-JUN                       02-JUL                        22-JUL                        24-JUL                 19-JUL

General Cargo

Additional FCL Service to other Middle East destinations.

Yang Ming and THE Alliance introduce weekly 
PS8 Prince Rupert

Port of Prince Rupert, DP World Prince Rupert and CN are
pleased to announce a new weekly marine carrier service at the
Fairview Container Terminal. Yang Ming and its partners in THE
Alliance, Hapag-Lloyd and Ocean Network Express, have added
Prince Rupert as the first North American port of call on the
amended PS8 trans-Pacific service this spring. Originating in the
ports of Tianjin, Qingdao, Shanghai and Busan, the new service
made its inaugural call at the port of Prince Rupert on Saturday, April
21 with the arrival of the 6,500 TEU capacity vessel YM Masculin-
ity.

“The addition of THE Alliance to Prince Rupert’s containerized
cargo services expands the reach of Asia-North American trade
through our port to new markets and shippers,” said Shaun Steven-
son, Vice-President of Trade Development and Public Affairs for Port
of Prince Rupert. “With expanded capacity to accommodate 1.35
million TEUs, we’re confident this new partnership will strengthen
the supply chain solutions offered through the west coast’s leading-
edge gateway.”

In the decade since Fairview Container Terminal began opera-
tions, its exclusive ship-to-rail service has grown at the fastest pace
of any container terminal in North America, while earning a reputa-
tion for industry-leading dwell times and productivity. In 2017
growth continued with a record 926,540 TEUs handled, represent-
ing a 26 per cent increase over 2016 volumes. THE Alliance’s PS8
service is the fourth weekly service for Prince Rupert, unlocking the
ability for all intermodal shippers on or near CN’s continental rail
network to route freight through the Port of Prince Rupert.

“At CN, we believe supply chain collaboration and partnership
are the foundation for fostering international trade,” said Keith Rear-
don, Vice-President of Intermodal and Automotive for CN. “We’re
proud to work alongside partners such as the Port of Prince Rupert
and DP World, and are pleased to welcome THE Alliance to Prince
Rupert. With this call, Yang Ming and their alliance partners, Hapag
Lloyd and Ocean Network Express, have joined that successful part-
nership and we look forward to growing our service from Asia to
Canadian and U.S. destinations with them.”

Prince Rupert is the closest major North American port to Asia

with direct access to CN’s continental rail network. Since its conver-
sion from a breakbulk handling operation, Fairview Container
Terminal provides extensive reach into both central Canada and the
U.S. Midwest, and with 500,000 TEUs of terminal capacity added
by DP World in 2017 and plans for further expansion of intermodal
capacity by 2021, the port of Prince Rupert is well positioned to con-
tinue its remarkable pace of growth.

“We look forward to welcoming Yang Ming and their partners
to the newly expanded DP World Prince Rupert terminal,” said
Maksim Mihic, General Manager of DP World Canada. “The new
PS8 trans-Pacific service highlights the strategic advantage of
Fairview Container Terminal as the most efficient and fastest route
from Asia to North American markets.”
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ONE unveils strategy for billion-dollar cost savings and
million-dollar profits
BY MIKE WACKETT

Japanese shipping groups K Line, MOL
and NYK, now operating as the Ocean Net-
work Express (ONE) joint-venture, have
unveiled their  business plan, identifying
more than $1 billion a year in expected syn-
ergy cost savings. The three carriers have
signed off their final annual accounts cover-
ing the period before the transfer of their
container businesses on 1 April. Hence-
forth, the Japanese trio will record
container earnings through their equity in
ONE, in which NYK holds a 38 per cent
stake and K Line and MOL a 31 per cent
share each.

The three shipping groups spent signif-
icant amounts to form ONE,  with K Line
reporting $220 million in related costs.
MOL incurred a ¥47.4 billion ($430 mil-
lion) net loss for its fiscal year ending 31
March which it blamed on losses “related
to business restructuring”. It  decided to
take a hit in its 2017 accounts for losses in
relation to the integration of the business
into ONE, which are projected to be
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ONE names five-strong
international team of
regional chief executives
BY GAVIN VAN MARLE

incurred “from 2018 and afterwards”. It said these included losses
expected to be incurred on the “charter-out of vessels to ONE, losses
on liquidation of the company’s agencies and others”.

However, MOL’s compatriots, NYK and K Line, were still able
to record net profits of ¥20.1 billion and ¥10.5 billion respectively in
their 2017 accounts. In its final individual comment on liner trades,
NYK reported that “shipping traffic was brisk along transpacific
routes”, but added that increases in spot rates had “largely come to
a standstill due to the impact of growing shipping capacity”. It attrib-
uted the cause of the overcapacity to “the production of new
ultra-large containerships”, but said it was itself migrating to ULCVs
to “optimize vessel assignment and economic performance”.

Now ONE has published its three-year business plan and is pre-
dicting total revenue in the first year of $13.2 billion, rising to $13.9
billion in 2019 and $14.2 billion in 2020. It predicts that 47 per cent
of its revenue will come from its transpacific trades, 24 per cent from
Asia-Europe and 13 per cent from intra-Asia services. The ONE port-
folio target is for weekly liftings of 345,000 TEUs – 39 per cent on
the transpacific, 24 per cent Asia-Europe and 22 per cent intra-Asia.
It said: “Steady demand growth is expected against a background of
a relatively favourable global economic situation, so the demand-
supply will be stabilised on a mid-term basis.”

ONE is forecasting a net profit for this year of $110 million,
with the majority of that ($107 million) expected to be earned in the
second six months. For 2019, it expects to turn a profit of $313 mil-
lion and to more than double that the year after, to reach $648
million.

Synergy savings from the merger are targeted at $1.05 billion
a year, 60 per cent coming through in the first 12 months, 80 per
cent in the second year and the full 100 per cent by year three.

According to ONE, $430 million will come from savings on
operational costs, such as feeders, trucking and terminal charges,
where it will not only use the lowest tariff of the three carriers, but
also negotiate reduced rates for higher volumes. A further $370 mil-
lion is expected to be saved in IT costs and “rationalization of the
organization”, with the final $250 million annual savings gained
from a reduction in bunker consumption and “product rationaliza-
tion”.

ONE said it had seven newbuild vessels of 14,000 TEUs
planned for delivery this year and expected its total fleet at the end
of its 2018 fiscal year to consist of 224 ships, amounting to 1.55 mil-
lion TEUs.

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

Newly merged Japanese container line Ocean Network
Express (ONE) has appointed Divisional Directors to run its opera-
tions in five key regions: East Asia; South Asia; Europe and Africa;
North America; and Latin America.

NYK’s Shunichiro Mizukami has been appointed ONE Chief
Executive for the east Asia region, covering China, Hong Kong,
Japan, Korea, Taiwan and Vietnam. Mr. Mizukami has been based in
Hong Kong since October, having previously served as NYK’s South
Asia Managing Director in Singapore.

Colin De Souza, previously MOL’s Regional Director of ASEAN,
will continue to be based in Singapore and becomes ONE’s regional
head of South Asia, covering the Indian Sub-Continent, the Middle
East, Oceania and South-east Asia. His colleague from MOL, Jotaro
Tamura, has been named as the Europe and Africa head. Mr. Tamura
has been based in London since October and previously was the
General Manager of the business coordination group of MOL’s car-
carrying division.

Another MOL executive, Peter Duifhuizen, who worked for
the carrier in its Latin America trades since 2006, has been named
ONE Latin America chief, while “K” Line’s sole contribution to the
regional management board comes in the form of Nobuo Ishida,
who will head ONE’s North America region.

“To be a truly global organisation and shipping line, ONE
believes its work force should have people with international orien-
tation, outlook and background to ensure the service quality that we
give is really supporting the global trade and, more importantly, to
make sure that ONE can really come across as one team globally to
service the customers,” said ONE Chief Executive Jeremy Nixon.

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

It is with deep regret that we announce the passing of Bruce
Fields at the age of 86, a passionate photographer, well known
and respected in the Marine community.

His passing is mourned by not just his immediate family, his
wife Audrey and his children, grandchildren, and great- grand-
children, but by his other family, the Grunt Club and
Mariners’ House, where he volunteered countless hours to
attend and photograph all their events.  All the photographs
from Grunt Club events, including the Annual Dinner were
published annually in Canadian Sailings Magazine, as well as
many events which took place at Mariners’ House. Bruce’s
association with the Grunt Club spans over 40 years.

Bruce was a long time resident of Greenfield Park on the
South Shore.  His extensive collection of negatives dating back
to 1944 is in the hands of the Greenfield Park Historical Soci-
ety who plan to digitize them.

Apart from his family, Bruce’s other passion was hockey, he
was still playing hockey last year in an old-timers league.

Bruce’s many photographs of his community, historical fig-
ures, the Grunt Club and Mariners’ House are his great legacy.

IN MEMORIAM
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IMO listens to Members of European Parliament to act
to reduce shipping emissions
BY ALEXANDER WHITEMAN

MEPs (Members of the European Parlia-
ment) have told the International Maritime
Organization  there can be no exceptions or
exemptions in the fight against climate
change and are demanding immediate action
to cut shipping emissions. In an open letter to
EU member states and the IMO, MEPS from
Croatia, the Netherlands, Portugal and
Sweden say that despite shipping creating
emissions equal  to all of those created in
the  Netherlands, it remains the only sector
not included in the European commitment
to the Paris Agreement.

Sweden’s Jytte Guteland said every
sector needed to bear responsibility for tack-
ling the problem  and  the European
Parliament would take action if the IMO
failed to do so.

“Having teeth means short-term and
mid-term measures to make sure it’s actually
happening,” said Ms. Guteland. “Both the
council and the parliament have said if we
don’t see real steps forward on a global scale
by 2023, the EU needs to take action. But we
don’t want to go down that road, we want
the IMO to deliver. “It’s about life and death;
it’s about the world; it’s about countries going
underwater. The  IMO should live up to its
responsibilities as a global UN body that takes
its responsibilities seriously.”

Among the demands are: both the EC
and EU countries push the IMO to back a 70-
100 per cent emission reduction over 2008
levels by 2050; commit to immediate reduc-
tion measures by 2023; and firmly support a
plan to discuss immediate measures for adop-
tion by 2021. The letter says  action on
shipping emissions is as much a part of the
commitment to the Paris Agreement as that
on any other sector.

“Ever since the Kyoto Protocol in 1997
called on developed nations to work through
the IMO to address the sector’s impact on
global climate change, the European Union
has been pressing for credible action at the
global level,” the letter continues. “Several
EU deadlines for the IMO to act have come
and gone. And the IMO itself now acknowl-
edges that the time for a definitive
commitment has come. We therefore urge
European countries and the commission to
redouble efforts to help ensure a positive out-
come.” It continues: “The clock is ticking, we
do not have the luxury for any further
delays. The survival of millions of climate-vul-
nerable people depends on all sectors of the
economy doing their part in reducing human-
ity’s climate footprint. It is essential that
shipping decarbonize and be subject to cli-

mate regulation; preferably by the IMO but
otherwise through other means.”

At MEPC 72 meeting, held in London
in early April, progress appeared to be evident
as Chief executive of the UK Chamber of
Shipping Guy Platten hailed IMO’s decision
to cut 2008 levels of greenhouse gas emis-
sions (GHGs) by at least 50 per cent by 2050,
with IMO Secretary General Kitack Lim com-
menting that the move was “another
successful illustration of the renowned IMO
spirit of cooperation”. 

“Crucially, this should be seen as a step-
ping stone towards decarbonization in the
long term – something which must continue
to be a major focus in the years ahead,” he
said.

“Shipping moves 90 per cent of global
trade, and people understand the link
between trade and prosperity, but they
demand we do it in a sustainable and respon-
sible way.  Climate change is real, and we
have a responsibility to play our part in pre-
venting further damage to the environment.”

Of particular note in the IMO strategy is
specific reference to “a pathway” of reducing
CO2 emissions in line with the Paris Agree-
ment temperature goals.  It  also marks the
first time the UN body has identified “levels
of ambition” consistent with reducing GHGs
in international shipping.

“I encourage you to continue your work
through the newly adopted Initial GHG Strat-
egy which is designed as a platform for future
actions,” said Mr. Lim.  “I am confident in
relying on your ability to relentlessly continue
your efforts and develop further actions that
will soon contribute to reducing GHG emis-
sions from ships.”

Head of the Liberia delegation at MEPC
Isaac Jackson told The Loadstar Liberia could
“fully support” the initial draft strategy. “This

achievement, while not perfect, sends a posi-
tive message to the world that shipping is
united in reducing GHG emissions,” said Mr.
Jackson.  “The IMO has taken a giant step
that is very significant in reducing GHG emis-
sion in the context of the Paris Agreement.”

However, response from the world’s
second largest shipping registry, the Marshall
Islands, was less emphatic.  President Hilda
Heine said: “The IMO has made history, and
while it may not give my country the cer-
tainty it wanted, it makes clear international
shipping will now urgently reduce emissions.
“This helps make every country safer, but
even a landmark cap and clear targets to
reduce GHGs consistent with Paris, we need
to improve over time in line with the latest
science.”

Global director of corporates and supply
chain at Carbon Disclosure Project, Dexter
Galvin, said while the progress was “good to
see” the pledged 50 per cent reduction did
not go far enough. “However, this does not
stop individual companies taking the lead and
getting ahead of tougher targets which are
likely to be set in the years to come,” said Mr.
Galvin.  “The customers of shipping compa-
nies are increasingly demanding action and
transparency from their suppliers. “By setting
ambitious goals to reduce and report emis-
sions to their customers, shipping companies
can ensure they are resilient and seize a com-
petitive advantage in the future.”

The IMO has agreed to hold a fourth
inter-sessional meeting of its working group
on reducing GHGs later in the year.  It  will
develop follow-up actions to the initial strat-
egy and consider how to further reduce
shipping’s GHGs  and  report its findings to
MEPC 73 in October.

Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)
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Box lines face extra $34 billion for low-sulphur fuel if
shipowners don’t install scrubbers
BY MIKE WACKETT

Time pressure on carriers to decide on scrubbers or
more expensive greener fuel
BY MIKE WACKETT

With just over 18 months until the IMO’s 0.5 per cent sul-
phur cap regulations come into force, major container lines
are undecided on their future fuel strategy. Come 1 January 2020,
ships not powered by LNG must either use more-expensive low-
sulphur fuel oil (LSFO), or be fitted with an exhaust gas cleaning
system (known as scrubbers) in order to continue burning heavy
fuel oil (HFO).

Carriers know that decisions reached in the next few months
will shape their financial future – for example, Hapag-Lloyd’s
bunker consumption last year was nearly 4 million tonnes, of
which 87 per cent was HFO.

South Korean carrier Hyundai Merchant Marine (HMM) said
recently it would consider installing scrubbers on its 20 new mega-
containerships or powering them by LNG, as it seeks to gain a
competitive advantage over its liner rivals.

One carrier source told The Loadstar his company had
already had several meetings with shipowners (carriers on average
charter-in 50 per cent or more of their tonnage) without reaching
a conclusion. “The owners do not want to bear the full cost of the
installation of scrubbers and are looking for us to contribute,” he
said, “and this is proving a sticking point.”

So far, only around 250 ships of the world’s 60,000 merchant

Within  two years it will be illegal to
power a ship with fuel having more than 0.5
per cent sulphur content, unless the vessel is
fitted with an exhaust clean gas system,
known as a scrubber. Low-sulphur fuel oil
(LSFO) – currently about $580 per tonne, is
significantly more expensive than heavy fuel
oil (HFO) at  about $370 per tonne.  How-
ever, according to a new white paper,
released by Swedish financial services group
SEB, fewer than 2,000 ships out of a world
merchant fleet of some 60,000 – 3.3 per
cent –  are expected to have scrubber sys-
tems installed by January 1 2020.

In the report SEB says that shipowners
are resisting calls to install scrubbers. SEB
explained: “The key reason is that generally
it is the charterer who pays for the fuel as a
pass-through cost. It is much easier to pass
on a specific fuel cost than to demand com-
pensation for capex spending on scrubbers.”

There are other reasons say shipown-
ers: they want to be fully compliant and
only burn LSFO in their ships because it
provides more free space on the ship, less
maintenance  and  less need for greater
crew competence, and there is  uncer-
tainty surrounding sludge disposal costs.
However, the major container lines rely on
the charter market for a high percentage
of their fleet. For example, CMA CGM
charters 62 per cent of its capacity and
MSC 66 per cent, and if shipowners won’t
pay the $5-$10 million cost of installing
scrubbers, the charterers will be obliged to
budget for the higher operating costs of
using LSFO, whether they want to or not.

Given that an ultra-large container
vessel will burn about 250 tonnes of fuel a
day at sea, the extra cost will be mas-
sive. According to a blog published by S&P
Global Platts, it is  estimated that if the
global container fleet were to switch
overnight from HFO to LSFO, the extra
cost would be a staggering $34 billion a
year, based on prices that prevailed in
March. To put this into perspective, it is
reckoned that the liner industry enjoyed a
good year in 2017, achieving a consoli-
dated profit of approximately $7 billion. 

Clearly it would be impossible  for
container lines to absorb the extra cost
and they will be obliged to pass it on to
shippers as bunker surcharges.

Given that the new IMO low sulphur
regulations in 2020 will be a game-
changer for shipping, Platts says it is time
to move away from the traditional bunker
adjustment factor (BAF) system of recom-
pense. It notes that carriers and shippers
have their own ideas on BAF calculations,
which can include variables such as
bunkering ports, size of vessels and, not
least, the price of fuel. With this in mind,
Platts said that starting in  January next
year, it will create an index “agile enough
to react quickly to market dynamics”,
which it said would aim to reflect a price
or surcharge in dollars per container.

Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)
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vessels have been fitted with scrubbers and the slow take-up has
surprised observers, given the prima facie cost advantage of the
“sensible option” to the new regulations.

The current price to retrofit a containership with a scrubber
system is $5-10 million, but with the cost for LSFO currently at a
premium of approximately $230 per tonne, for a large container-
ship the capital expense could be recovered in less than a year.
However, a new report by online bunker broker BunkerEx flags up
a number of potential difficulties for ships that continue to burn
HFO after 2020, and gives reasons why a “wait and see” policy
might be the better option. The main concern seems to be the risk
that, having invested in a scrubber system, the availability of HFO
will decrease significantly from January 2020 as it becomes uneco-

nomic for refiners to produce. Moreover, under fresh IMO regula-
tions in the planning stages, it could even be a violation for bunker
suppliers to transport HFO by sea, which could mean that, in some
circumstances, a ship operator would effectively be paying twice to
be compliant: the cost of the scrubber system as well as the
expense of bunkering with LSFO.

BunkerEx also notes that a number of refiners are investing
heavily in producing a blend of LSFO that could be sold at a dis-
count to the current marine gas oil alternative to HFO. It follows
that, if HFO becomes more expensive as its refining costs increase
and a LSFO discounted option is made available, the scrubber solu-
tion may well disappear altogether.

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

As IMO targets are questioned, what is the truth about
shipping emissions?
BY ALEXANDER WHITEMAN

So what is the truth about shipping
emissions?

The IMO has decided to cut 2008
levels of greenhouse gas emissions (GHGs)
by at least 50 per cent by 2050 – but not all
in the industry are convinced. A recent
comment piece in Splash 24/7, by First
International Chairman Paul Slater, ques-
tioned shipping’s role in climate change,
calling the IMO’s proposed plan “fatuous,
unrealistic and unnecessary”. He wrote:
“The CO2 issue has been grossly over-
stated…It has been shown that [shipping’s]
CO2 is absorbed by seawater without dam-
aging results”. He also claimed to The
Loadstar that there was no evidence that
polar ice was melting.

The Loadstar decided to check the
facts.

Over the past 200 years, humanity has
produced some 1,300 gigatons (Gt) of CO2.
The world’s oceans have absorbed around
500Gt in that time. Annually, the seas can
absorb around 7Gt and shipping, according
to various maritime bodies, produces
around 1Gt.

Lecturer in physics at Imperial College
London Heather Graven agrees that seawa-
ter does absorb CO2. “CO2 is soluble in
seawater, so as we increase the CO2 in the
atmosphere, more is dissolved in the
ocean,” she said. “About 25 per cent of
global total CO2 emissions are presently
removed by dissolving in the ocean. “CO2
also becomes well-mixed in the atmos-
phere, so the ocean is not taking up CO2
from shipping emissions preferentially com-
pared to other emissions,” she added.

Her colleague, Marc Stettler, who lec-
tures in transport and environment,
added that discussing CO2 as the sole prob-
lem ignored other harmful emissions from
shipping, which include black carbon – a

GHG linked to warming that can deposit on
snow and ice and accelerate the rate at
which it melts under the sun.

“This could be very significant because
this would lead to an overall warming of the
planet by changing the albedo [the rate at
which the sun’s rays are reflected] of the
earth’s surface,” said Mr. Stettler. “[Further-
more] there is also a lot of sulphur in
shipping fuel, which is then released to the
atmosphere when the fuel is burned in the
engine.

“These sulphur emissions (and other
pollutants) cause significant air pollution
impacts, especially around coastal areas.
This is one of the main reasons why the
Emissions Control Areas have been set up.”

So, CO2 does dissolve in seawater. But
can it be absorbed “without any damaging
results”? According to scientists, there is an
impact. Dissolving CO2 leads to chemical
reactions in seawater, altering the pH – the
acidity level, which can fundamentally
affect the environments of ocean dwelling
fauna and flora.

“The change in acidity has been
observed across the oceans and it can
impact marine life,” said Ms. Graven. “Par-
ticularly organisms that have structures
made of calcium carbonate, such as corals,
because these structures are more difficult
to produce when the water is more acidic.”

These processes are all perfectly natu-
ral and were happening long before
humanity walked the earth. But as Mr. Stet-
tler added: “There is an equilibrium
between the atmosphere and the oceans.
“Think of it as a can of soft drink, which is
pressurised with CO2 which is dissolved in
the drink. When the can is opened, the
pressure is release and the CO2 bubbles up
and is released. The increasing CO2 con-
centrations in the earth’s atmosphere will
drive more CO2 to be dissolved.”

Mr. Slater’s comments do not speak for
an entire industry. But they do give cre-
dence to those within it that doubt the IMO
measures are important.

Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)
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Ports can help reduce ship emissions by using 
a ‘polluter pays’ fee system
BY GAVIN VAN MARLE

Ports could play a major role in efforts to
reduce GHG emissions from the marine ship-
ping industry, a new report from the OECD’s
International Transport Forum (ITF) claims.
Reducing Shipping Greenhouse Gas Emis-
sions – Lessons From Port-Based Incentives
argues that the introduction of financial
incentives by ports for shipping lines deploy-
ing greener vessels could go way beyond the
few cases so far.

Research found that, despite some high-
profile schemes in places, just 28 of the 100
largest ports offered some sort of financial
incentive to carriers that adopt some form of
emissions policy, such as reducing speeds on
approach to port or giving priority berthing to
greener vessels. 

However, the report’s real criticism cen-
ters on the almost complete absence of data
on the effectiveness of these schemes. “Very
little is known about their actual impact.
Public information on how many ships use
these schemes is scarce and there is no port
that has proven GHG emission reductions as
a result of such policies,” it says.

“The dearth of data notwithstanding, it
is clear that the impact of port-based incen-
tives on global shipping emissions is marginal.
The number of ports deploying financial
incentives is still fairly low and where they
are applied only a handful of ships are bene-
fiting from the schemes – often less than 5
per cent of the ships calling the port.”

And even in ports where incentive
schemes are in place, the financial benefits
from complying with the incentives are often
not worth the effort, it adds. “The difference
in fees for the dirtiest and cleanest ships is
usually small, normally in the order of 5-20
per cent. Currently, only five ports use indices
in which GHG emissions provide a substan-
tial part of the index criteria.
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improve monitoring and data collection.
“None of the existing green port fees

takes actual GHG emissions as a base for the
fee reduction,” it says. “Improved data collec-
tion at the ship level makes it increasingly
possible to assign accurate estimates of GHG
emissions to individual ships. This opens the
possibility of financial incentives at the port
level based on actual GHG emissions of the
ship during its voyage.”

It argues that this would ultimately
allow ports to move from a rebate-style
system for more-efficient ships to penalizing
those less-efficient. “The ‘polluter pays’ prin-
ciple should be applied to all ships via a
system of environmentally differentiated port
fees, rather than as rebate for the greenest
ships,” suggests the report. “Currently, port
authorities that can afford it are prepared to
offer rebates for green ships with low emis-
sions, but are unwilling to introduce systems
in which these rebates are paid for by ships
with worst emission performance.”

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

“Any incentives shipowners may have to
order more-efficient ships with lower emis-
sions can only, to a very small extent, be a re-
sult of savings from port-based incentives.”
However, the report argues that the port in-
dustry is in a unique position to help the ship-
ping industry reduce emissions, if expanded
measures and incentive schemes come with

Services & Global Destinations

VIA HALIFAX

ZCA Service
MEDITERRANEAN/INDIAN SUBCONTINENT
Valencia – Tarragona – Mersin – Ashdod – Haifa –
Izmir/Aliaga – Piraeus – Barcelona

ZCI Service
ITALY / FRANCE
Salerno – Livorno – La Spezia  –  Genoa – Fos Sur Mer

ZCP Service
FAR EAST/CARIBBEAN/SOUTH AMERICA
Kingston – Qingdao – Ningbo – Shanghai – Pusan

VIA VANCOUVER

ZMP Service
Pusan – Qingdao – Shanghai –Ningbo – Da Chan Bay –
Port Klang

ZPN Service
Pusan – Kaohsiung  – Hong Kong – Yantian – Shanghai

Canadian
Offices

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

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

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

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

FIXED-DAY WEEKLY SAILINGS

Service from 
A to ZIM



52 • Canadian Sailings •May 14, 2018

Investment in Amazon Logistics will grow, 
as outsourcing goes on … for now
BY ALEX LENNANE

Amazon plans to retain its current mix of outsourced and in-house
logistics operations – for now. But it will continue to invest in its own
transport capabilities, to cater for growth.

In an earnings call in late April, as Amazon announced its first-
quarter results, CFO Brian Olsavsky told analysts the company was
growing its own teams. “We have a great group of carriers that we use
globally … But we’re also growing our teams and capabilities to ensure
that we can keep up with increased volume on our own, particularly
around the holiday season.

“So that’s driven a lot of our expansion of Amazon Logistics; it’s
driven the creation of sort centres; it’s driven the purchase of airplanes
to move product between points within our delivery network.” He
added: “We will continue to operate with this combination of external
partners and internal capability. We like what we see so far with our
Amazon Logistics capability. It’s well over 50 per cent in some coun-
tries, particularly the UK. “It helps with Prime Now and AmazonFresh
and a lot of initiatives that we’ll see… So we think it’s a core compe-
tency that we have and we need to have, and we’ll continue to invest
in that.”

Amazon is also investing in Brazil and is reportedly in talks with
Azul Cargo Express, the freight arm of carrier Azul, which in Decem-
ber,  signed a contract with postal operator Correios to launch an
integrated logistics company with 50.01 per cent control, giving it a
strong network around the country.

And, earlier this month, Azul announced it was leasing two 737
freighters, to be delivered in the second half. “We see the need to have
some dedicated narrowbody aircraft to support the growth of our cargo
business,” said Izabel Reis, Director of Azul Cargo Express. “With these
planes, we’ll have greater versatility based on the needs of our clients,
and we will also be able to offer new services, such as air charter. With
no doubt, these cargo planes will support our fast expansion.”

Media reports say Amazon is now looking to Azul for its Brazilian
logistics operations. 

Meanwhile, Atlas Air will continue to see 767-300Fs delivered
monthly through the year for Amazon, taking the total up to 20 by year-
end. Mr. Olsavsky also revealed that Amazon had had very high
inventory levels at year-end,  and was  continuing to invest in ware-

Warehouse rents in the U.S. are rising rapidly as e-commerce gob-
bles up space faster than it can be replenished. In some cases, the urge
to bring on new capacity seems strangely muted: when it comes to

cargo facilities at U.S. airports, there seems to be no hurry to add new
or overhaul existing cargo infrastructure, despite serious bottlenecks
exposed in last year’s peak season.

Real estate firm CBRE’s Industrial Availability Index was down to
7.3 per cent in the first quarter, which marked 31 consecutive quarters
of decline. On a more granular level, available space was down in 31
U.S. markets, up in 25 and flat in eight.

New capacity coming onstream cannot make up for the rise in
demand. CBRE registered 35 million sq.ft. of new space in the first
quarter, but the demand was for 42 million. Predictably this is driving
up warehouse rents. In major markets – particularly around ports and
at ‘last-touch’ warehouses close to town centres  for speedy e-com-
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Rents go through the roof as U.S. e-commerce boom
overruns warehouse space
BY IAN PUTZGER

houses, albeit at a slower growth rate.
“We were concerned a bit about the relatively high

inventory  and  we’re still very full in our fulfilment centres.  But we
were able to correct that due to the high sales, without having addi-
tional handling and transportation cost that you would normally see [if
you] reconfigure inventory locations.”

Capex and capital lease spending grew 33 per cent, year on year,
in the first quarter, but in 2017 it grew 82 per cent. “CapEx, which is
predominantly tied to our fulfillment centre network, is up 47 per cent.
That is above the Amazon fulfilled unit growth rate, but we combined
the strength of the Fulfilment By Amazon programme and the space
requirements as we get into bigger and bigger products. That’s a repre-
sentative number for that period. “On the capital leases, which is a
good proxy for the spend to support the AWS business, that’s up 49 per
cent year over year on the trailing 12 months.”

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)
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Customers angry as ‘capacity-hobbled’ UPS quietly
pushes up fuel surcharges
BY ALEXANDER WHITEMAN

UPS has denied claims it has been
forced to increase fuel surcharges to offset
costs associated with wet leases as it strug-
gles for capacity amid surging e-commerce
volumes. The U.S. integrator was accused
of not properly informing customers it had
split its domestic and international air

freight fuel surcharges.
Chief Executive of Spend Manage-

ment Experts John Haber said  the Export
index is almost 18 per cent higher than the
U.S. Domestic Air Index. “Talking to many
of our customers, we found they were not
formally notified of the fuel surcharge

change/ increase,” Mr. Haber told The
Loadstar. “We understand costs are rising
in the shipping world, but we’d like an
explanation on why there is such a differ-
ence between export and domestic air  in
order to logically explain to our clients.”

A graph seen by The Loadstar shows
UPS’s fuel surcharge on domestic services
for the week commencing 2 April was 7
per cent, with imports at 10 per cent and
exports at 8.25 per cent compared
with 5.75 per cent for FedEx and 5.5 per
cent for DHL. 

The head analyst at Logistics Trends
& Insights, Cathy Morrow Robinson, told
The Loadstar the increase left her believ-
ing the company may  be “struggling” to
cope. “It was a real eye-opener when it
[UPS] split the surcharge pricing,” she
said, “and it does look like UPS is strug-
gling with air volumes, perhaps on the
transpacific lane in particular. “My think-
ing is that air volumes are becoming too
much for UPS to handle… it may not be
the only one either, I would not be sur-
prised if FedEx or DHL also ran into
problems.” She said the decision to
increase the surcharge would not have
been made lightly, adding it would have

merce deliveries – rents have hit double-digit
increases.

Much of this is driven by e-commerce.
According to a report by logistics facility
developer Prologis, e-commerce accounts for
20 per cent of new leasing activity in the
industrial sector, up from 5 per cent less than
ten years ago. 

The lack of warehouse capacity is exac-
erbated by the fact that much existing stock
is not suited to e-commerce demand, CBRE
diagnosed. It found a high percentage of facil-
ities outdated and not properly equipped. Out
of a total inventory of 9.1 billion sq. ft.,
just 11 per cent of it had been built during the
past 10 years, and nearly 1 billion sq. ft. is
more than  50 years old with clearance
heights below 20ft. This is particularly dire in
the northeast, where markets with the high-
est average age of facilities are New Jersey,
Pittsburgh, Boston, Philadelphia and Cleve-
land.

CBRE did not focus particularly on air-
ports, but it is no secret that much of the
cargo infrastructure at U.S. gateways is in the

same state. Due to a lack of development in
the past decade, many airports are near
capacity and struggled to cope with volumes
during last year’s peak season. However, this
situation has not sparked a new round of air
cargo facility development. Ray Brimble, CEO
of aviation facility developer Lynxs, is  sur-
prised. “I would have thought there would be
more activity, but so far we have not seen that
much; less than I expected,” he said. Indica-
tors point to sustained growth, which should
generate enough confidence in the market to
build new facilities, he added. Moreover,
interest rates as well as construction costs are
rising, raising the prospect of higher develop-
ment costs down the road. On the other
hand, Lynxs has heard from tenants that their
business is growing and may require more
space. This may stymie plans to redevelop
some cargo facilities, Mr. Brimble believes.
He thinks the main factor holding  airports
back is the question mark over the evolution
of requirements from the e-commerce sector.
Some are probably waiting to see a clearer
picture of what kind of facility this traffic will
require, he said.

Most likely those changes will not only
affect the flow of cargo through warehouses
and airside access, but also requirements on
the landside. One possible scenario is a rise in
the number of truck calls, which would put
more strain on the roads around airports.

Already congestion on access roads has
forced some major European hubs to take
steps to steer truck access to their cargo areas.
At Frankfurt, two handlers recently intro-
duced a regime that requires truckers to book
a slot instead of just turning up at their facili-
ties.

Such solutions, that employ software,
would be easier to implement than tearing
down or overhauling existing cargo termi-
nals, Mr. Brimble said. However, he has seen
scant attention paid to this in North America.
“It seems nobody is rushing out for such solu-
tions,” he said, adding that importers and
forwarders had cause for concern regarding
the next spike in airfreight volumes.

Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)t
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An immediate opening exists for an experienced Docu-
mentation Coordinator in our Liner Agency Department.

The position requires excellent customer communica-
tions skills. Ability meeting deadlines combined with 
a proactive approach to challenges. Proficiency in MS 
Office environment.

A competitive salary and benefit package is offered.

Please forward your résumé to:
hr@seanauticmarine.com 

EXPORT CUSTOMER-DOCUMENTATION
An opportunity is offered for an Inside Sales Coordinator
in our Toronto office.

The position requires excellent customer communication
skills. Experience with Pricing and Procurement methods
in liner trade and NVOCC environment. Creative and proac-
tive approach to challenges and efficiency with time man-
agement. Proficiency in MS Office.

A competitive salary and benefit package is offered.

Please forward your résumé to:
hr@seanauticmarine.com 

INSIDE SALES COORDINATOR

been because UPS “flat out” needed to do it to offset the wet lease
costs. 

Recently, Western Global Airlines added UPS to its customer
list, but a spokesperson would not confirm to The Loadstar that
this was one of the integrator’s wet lease suppliers. 

“We recently separated our fuel surcharge tables for domes-
tic and international air freight products to better monitor these
costs,” said the UPS spokesperson. “But these changes have noth-
ing to do with expenses incurred by our recent aircraft order, nor
the costs linked to our wet leases – which is just wild specula-
tion.” UPS recently placed an order for 35 new aircraft, including

32 B747-8Fs and the spokesperson added that the company was
facing grievance from its pilots over a perceived “failure” to order
new aircraft soon enough. “Under this expedited settlement, the
pilots are claiming the lack of aircraft caused them harm by pre-
venting them from flying,” said the spokesperson.

“However, we don’t make investments lightly – we have
placed an order, but we are bound by lead times, during which
time we have faced additional volumes leaving us in need of wet
leases.” The new aircraft, which include three 767Fs, will
increase UPS airlift by some 30 per cent.
Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)

International business on the up for UPS, 
but domestic profits slump
BY ALEXANDER WHITEMAN

Cross-border operations continued to gain ground during UPS’s
first quarter as  revenue and operating profits grew. However, a 10
per cent upturn in overall revenue – more than $17 billion for the
three-month period – failed to prevent a 6 per cent drop in group
operating profits, to $1.5 billion.

The success in international operations continues a trend seen
last year, with the latest results showing cross-border revenue of
$2.5 billion and  profits of $594 million (up 14.6 per cent). “Our
focused business strategies are producing strong results in both the
international and supply chain segments,” said Chief Financial Offi-
cer Richard Peretz.  “The benefits from our investments, new
multi-year transformation efficiencies and stronger pricing position
us well for shareowner value creation.”

Supply chain and freight business revenues climbed 13.7 per
cent to $3.3 billion, generating operating profits of $170 million –
up 14 per cent. However, UPS’s biggest division by some stretch –
domestic – saw profits plummet more than 20 per cent to $756 mil-
lion, despite 7.2 per cent growth in revenue and a 4.6 per cent
upturn in volumes.

During an investor call, Chief Executive David Abney cited the
“severe winter weather” in the U.S. as one cause of the poor domes-
tic numbers, and a notable rise in operating expenses, which
climbed up 17.3 per cent year-on-year to $6.5 billion.

In an attempt to reduce payroll, UPS yesterday announced a

voluntary retirement plan for “select non-operations, retirement-eli-
gible U.S. management employees”. “The plan  does not change the
design, nor eligibility for, UPS retirement plans,” said the company
in a statement.  “This initiative will reduce headcount and lower
ongoing operating expense; the financial details of the voluntary pro-
gram will be disclosed at a future date.”

The Teamsters’ negotiations have been rumbling on for some
time, with the need for an agreement required before the existing
contract comes to an end on 31 July. Mr. Abney said the two sides
had so far engaged in six week-long negotiations focused on both
economic and non-economic factors. “We are confident of coming to
an agreement that both rewards the employees and keeps UPS com-
petitive in the evolving market,” said Mr. Abney.  “The more
successful UPS is, the more Teamsters we can hire, but we do not
negotiate through the media.” President of Teamsters Local 2727,
which represents the company’s aircraft mechanics, Tim Boyle, said
that while UPS “reaps the benefits” of its first quarter results, it
“refuses” to “keep its promises” of investing in its employees.

“Rather, UPS has withheld pay increases for aircraft mechanics for
over four years and continues to demand its employees to take massive
cuts to their health care benefits,” said Mr. Boyle. “Mechanics are
united to do whatever needs to be done to hold the company account-
able to its promises, up to and including striking the company.”

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

CAREER CENTRE
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CMA CGM seizes title of most profitable container line
with 2017 performance
BY MIKE WACKETT

CMA CGM recorded a net profit for
2017 of $701 million to easily outperform
its peers and wrench the mantle as the
industry’s most profitable global container
line from Maersk Line. And the French car-
rier’s order of nine LNG-powered 22,000
TEU ultra-large container vessels (ULCVs),
confirmed in November, is a bold step to
out-think on cost competitiveness its
Danish rival, currently preoccupied with its
own restructuring.

CMA CGM’s strategy is to take advan-
tage of the up-coming 2020 IMO’s 0.5 per
cent global sulphur limit on bunker fuel,
which many in the industry consider to be
a game-changing event in liner shipping,
given the higher cost of low-sulphur fuel or
the significant cost for the installation of
exhaust gas cleaning scrubbers.

2017 revenue was up 32.1 per cent to
$21.12 billion on the previous year, but sig-
nificantly the French carrier’s turnover in
the fourth quarter was ahead by 19.9 per
cent on the same period of 2016, when
APL was included, to reach $5.48 billion.
And while the number of containers carried
by the CMA CGM group leaped 21.1 per
cent to 18.95 million TEUs in 2017, on a
like-for-like basis including APL, there was a
jump of 10.9 per cent in fourth quarter
numbers to 4.93 million TEUs. This was
particularly impressive, given the industry
average of a 5 per cent expansion last year.

Although CMA CGM’s improvement
in its average revenue per TEU at 8 per cent
was not as good as Maersk’s, which came in
at 10 per cent, this does not necessarily
point to a market share grab underpinned

by a strategy of heavy discounting, accord-
ing to Lars Jensen, Chief Executive and
partner at SeaIntelligence Consulting.
“CMA CGM’s average revenue per TEU did
not grow quite as much as Maersk’s, but the
difference is relatively small and clearly
shows that the volume growth has not pri-
marily been driven by pricing action,” said
Mr. Jensen.

Commenting on the financial result,
CMA CGM Chairman and Chief Executive
Rodolphe Saade said: “Quarter after quarter,
CMA CGM demonstrates its ability to out-
perform its peers and these annual results
confirm our group’s position as a leading
player in the container shipping industry.”
CMA CGM attributed its performance last
year to “the quality of the Ocean Alliance
service” and specifically the transpacific
market where it claimed CMA CGM and
APL brands “are particularly strong”.

The fully-integrated APL contributed 5
millionTEUs to CMA CGM’s liftings in

2017 and added operating income of $340
million. Mr. Jensen identified CMA CGM’s
year-on-year 14.4 per cent increase in fleet
capacity in the fourth quarter to 2.53 mil-
lion TEUs, as the carrier’s “only potential
operational weakness” given that it was
“significantly higher than the 10.9 per cent
growth in volumes”. However, he noted
that as the carrier does not provide trans-
parency on volumes carried per tradelane it
was not possible to analyze the numbers in
detail.

The CMA CGM group includes Aus-
tralian National Lines (ANL), intra-Asia
specialist Cheng-Lie Navigation and the
European shortsea operator MacAndrews
(incorporating OPDR). It is currently the
third-ranked carrier, behind Maersk and
MSC, with a fleet of 2.5 million TEUs and
an order book of 305,000 TEUs.

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

Restructured ZIM sails back into the
black, but final quarter disappointed
BY MIKE WACKETT

Israeli niche trades container line Zim
recorded an adjusted net profit of $50 mil-
lion for 2017, following  a loss of $150
million in 2016  – but the carrier slipped
back into the red in the final quarter. Zim’s
total revenue last year was up 17 per cent
on 2016 to $2.98 billion, as it loaded 8 per
cent more containers on its ships to reach
2.6 million TEUs. Operating profit
(EBITDA) was $246 million, versus a nega-
tive of $50 million in 2016.

President and Chief Executive Eli
Glickman said: “I’m proud to say that Zim’s
financial results position is at the very top of
the shipping industry. Zim is undergoing a
profound process of change and improve-
ment in all aspects of its activity, as is
evident from its 2017 results.”

Zim was restructured in 2014 in a
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deal which saw its lenders and the owners of its chartered ships
take a 68 per cent stake in the company in a $1.4 billion debt-to-
equity swap. At the same time, the carrier pulled out of loss-making
services, including Asia to Europe, to focus on more lucrative routes
such as Asia to the U.S. east coast. According to Alphaliner data,
Zim is ranked the 13th biggest container line, with a capacity of
371,875 TEUs and a market share of 1.7 per cent. It has no ships
on order.

In the frenzied wave of liner consolidation over the past few
years, Zim has often been seen as a likely takeover candidate, but

politically the Israeli government would probably veto any such deal.
Notwithstanding the welcome return to annual profitability,

like many of its rivals, Zim experienced a disappointing final quarter,
recording a net loss of $1 million, compared with a gain of $1 mil-
lion in the same period of 2016. In fact, Zim’s average rate per TEU
in Q4 declined to $959, against a 12 month average of $995. It said:
“Overcapacity still exists in the market and market conditions, on
the whole, remained volatile as freight rates partially decreased
towards the end of 2017.”

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

OOCL enjoys a busier and more profitable first quarter
than its new owner
BY MIKE WACKETT

Ahead of its acquisition by COSCO,
ocean carrier OOCL’s carryings jumped 7.5
per cent year on year, to 1.58 million TEUs,
in the first quarter, while revenue surged 16
per cent, to $1.38 billion. According to the
operational numbers at least, Hong Kong-
based OOCL enjoyed a better and more
profitable quarter than its suitor.

On  the transpacific tradelane, its
second-biggest trading region after intra-
Asia/Australasia, OOCL achieved liftings
growth of 16.3 per cent, to 457,461 TEUs,
with revenue improving by 19.2 per cent,
to $529 million.

Asia-Europe trade leapt 20.5 per cent,
to 302,679 TEUs, with revenue 23.8 per
cent higher at $281 million, and although
intra-Asia/Australasia throughput declined
1 per cent, to 716,390 TEUs, OOCL  still
managed to earn more, increasing revenue
by 13 per cent to $398 million.

Overall average revenue per TEU
increased by 8.3 per cent per TEU, com-
pared with Q1 2017. Vessel utilisation was
down 6.4 per cent, but this was a “satisfac-
tory achievement”, given that OOCL’s
capacity increased by 16 per cent as new
ultra-large container vessels were delivered.

For the full- year 2017, OOCL carried
6.3 million TEUs on its liner services, pro-
ducing  revenues of $5.4 billion. Its parent
company, OOIL, posted a full-year net profit
of $138 million – reversing a loss of $219
million incurred the previous year.

Meanwhile, China state-owned
COSCO saw profits slump by a third, year-
on-year, in the first quarter, to $28.4 million,
despite an increase in liftings, as it focused
on growing market share. It loaded 5.2 mil-
lion TEUs on its vessels in the first three
months, representing a near 12 per cent
jump on the previous year and significantly
ahead of par for the market. The Shanghai-
listed carrier also returned to the black last
year, posting a net profit of $264 million
after a loss of $1.1 billion in 2016.

Assuming the $6.3 billion purchase of

OOIL is completed, COSCO will hold 90.1
per cent of the shares, while compatriot
container terminal operator Shanghai Inter-
national Port Group (SIPG) will acquire the
balance of the stock. According to the terms
of transaction, the deal must be completed
by 30 June or OOIL could be entitled to a
break fee of around $250 million, and it
appears the deal could potentially be
blocked at the eleventh hour by U.S.
national security issues.

According to a transaction update last
month from COSCO’s Vice-Chairman,
Huang Xiaowen, the company was still
answering questions from the Committee
on Foreign Investment in the U.S. (CFIUS)
relating to assets OOCL owns in America.
In the past year, CFIUS has vetoed a
number of deals involving Chinese buyers
on the basis of a “threat to national secu-
rity”. In this case, the sticking point seems
to be OOCL’s Pier E/Pier F Long Beach

Container Terminal. This would pass into
Chinese ownership, adding to the group’s
controlling interests at two other container
terminals in the Los Angeles-Long Beach
San Pedro Bay port complex.

According to Alphaliner, to appease the
concerns of CFIUS, COSCO might be pre-
pared to spin-off its LA/LB terminal
concessions “in order not to risk or delay
the overall merger with OOCL”.

Elsewhere, Hapag-Lloyd is scheduled
to publish its Q1 results on 14 May and
market leader Maersk on 17 May.  The
normal transparency and outlooks provided
by the German and Danish carriers will give
an insight to current and future trading con-
ditions in liner shipping. Of concern
to ocean carriers is softening container spot
rates in Q1, while fuel costs and vessel char-
tering expenses have escalated.

Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)
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Yang Ming sails back into the black
with a $500 million improvement
BY GAVIN VAN MARLE

Taiwanese carrier Yang Ming
returned to the black in 2017, reporting
increased revenues and volumes. It posted

consolidated revenue of US$4.4 billion, up
13.59 per cent, compared with the $3.88
billion it earned in 2016, while volumes
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Hapag-Lloyd stays in the black, but fourth-quarter
operating result slumps
BY MIKE WACKETT

Hapag-Lloyd recorded a net profit of
$28 million in the fourth quarter of 2017,
due in part to a windfall of $21 million of
netted pool revenue from its vessel sharing
agreement within THE Alliance. This sur-
plus, together with a profit of $56 million in
Q3, overcame the loss the carrier suffered in
the first six months of the year to give a pos-
itive full-year result of $35 million, compared
with a loss of $103 million in 2016.

However, Hapag-Lloyd saw its operat-
ing result dive by 27 per cent between Q3
and Q4 to $137 million as volumes weak-
ened seasonally and freight rates came under
pressure. With the UASC business only
included within the accounts since May, it is
difficult to compare full-year turnover and
volumes for the merged entity, which were
up by 32 per cent to $11.3 billion and up by
29 per cent to 9.8 million TEUs respectively.

Chief Executive Rolf Habben-Jansen,
who it was announced has also taken respon-
sibility for global sales from Chief
Commercial Officer Thorsten Haeser, who
has resigned, said: “Given the market envi-
ronment we are satisfied with the financial
results.” He was generally positive about the

outlook in an earnings call on the results and
added: “We still think that demand growth is
quite healthy.” Prudent supply growth and a
shrinking idle tonnage fleet were other rea-
sons to be “cautiously optimistic”.

Nevertheless, with spot freight rates on
east-west trades continuing to fall, Mr.
Habben Jansen would not be drawn on the
quantum of contract rate increases obtained
on Asia-Europe, or whether the increases
fully compensated for a  40 per cent or so
increase in fuel costs – but he did say that
“on average” they were “somewhat better”.

He said it was too early to comment
on the Asia to U.S. contract negotiations,
but added “I still hope we will secure
slightly higher rates on the transpacific”.
As far as the general rate situation was con-
cerned, he said it was the most difficult
time of the year to make predictions, and
“we will not know for sure until peak
season”.

In general, UASC rates were lower
than Hapag-Lloyd’s at the time of the
merger and Mr. Habben Jansen has said
previously that the priority was to “hang
onto volume”  after  the deal. Overall, he

expected freight rates to be “roughly flat”
this year, though he predicted that bunker
prices would rise.  He reiterated that
Hapag-Lloyd would be able to recover the
extra cost of fuel from shippers, although it
usually took up to two quarters to pass this
on in the form of surcharges.

With the integration of UASC into
Hapag-Lloyd now complete, Mr. Habben
Jansen said it would be possible to deliver
“85-90 per cent” of the promised $435
million annual synergy savings this
year. Since the merger, around 70 Hapag-
Lloyd and UASC offices have been shut. 

Questioned on the impact of the
game-changing low-sulphur fuel regula-
tions coming into force in  January 2020,
Mr. Habben Jansen said Hapag-Lloyd had
still to decide its strategy, but said “we are
not leaning towards scrubbers”. On the
subject of newbuilds, he said: “Do not
expect any orders from us anytime soon,”
a  strategy that would be maintained at
least until “after we have dealt with the
IMO regulations”.

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

increased by 9 per cent to 4.7 million TEUs.
The company’s net profit was $10.78 mil-
lion, a huge swing from the $492 million
loss posted in 2016. The line said: “Coupled
with a recovering shipping market, the
effort and dedication from team members
worldwide helped Yang Ming’s move in the
right direction and take the first step to suc-
cess.

“In addition to strengthening its oper-
ating strategies, such as management
centralization, Yang Ming has over the past
year deployed strategies to optimize cargo
structure, integrate information technology
systems and continuously train staff to
improve knowledge and expertise. “Yang
Ming will continue to explore and develop
new markets, optimise its fleet deployment
and take advantage of opportunities to min-
imise its operating costs and improve
profitability,” it added.

While the line’s management see the
result as proof that its turnaround strategy
and 2017 recapitalisation are beginning to
bear fruit, analysts have pointed out that the
most important metric in its recovery
remains cash flow.

Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)
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CP prides itself on building partnerships. We work with 
our customers, wherever they are, to identify their needs 
and help meet their objectives, while providing the best 
service along the way. CP is your full supply-chain solution 
provider that gets your goods to where they need to be.

Learn more at cpr.ca

BUILDING CONNECTIONS 
WHEREVER WE GO.






