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After a record-breaking 2017, containerized cargo volume
remains strong
After a record-setting year in container
volume in 2017, the Port of Halifax and
port stakeholders are working collabo-
ratively to maintain that upward cargo
trend.

Containerized cargo volume in 2017
was 559,200 twenty-foot equivalent
units (TEUs), up 16 per cent over 2016.
It was the highest volume of container-
ized cargo the port has ever handled
in a single year. The previous record
was 550,500 TEUs, set in 2005.

Now, in 2018 with the month of June
being the busiest container month at
the port in the past decade, new serv-
ices from Maersk and Zim, new ships
in play for Tropical Line and a new
three-year labour agreement in place,
the port is optimistic for another strong
year.

In June, the port’s two terminals han-
dled 51,700 TEUs, the busiest single
month since 2007, said Lane Farguson,

spokesperson for the Halifax Port Au-
thority (HPA), who said going forward,
port stakeholders “will continue to
work on the momentum we have
gained over the last three years and
keep working to maintain and grow
cargo volumes.”

Cargo statistics for first half of this year
show containerized cargo volume
through the port remained strong, up
by 0.7 per cent with 275,800 TEUs. In
the first six months of the year, overall
tonnage port wide, which includes
both HPA and non-HPA facilities, saw
import cargo hit 2,273,900 metric
tonnes, up 8.4 per cent over the first
six months of 2017 and 2,235,200 met-
ric tonnes of export cargo, up 6 per
cent over the same period in 2017.

The addition of a new Maersk service
in late July, which includes a call at Hal-
term in Halifax, should be reflected in
this year’s numbers. Maersk Line has
expanded its service between Europe’s

KAREN OLDFIELD

Mediterranean region and Canada to
cater for the growing demands of im-
porters and exporters on both sides of
the Atlantic. “We value all of the 18
lines that call on Halifax,” said Fargu-
son. “It’s always exciting to be able to
add new services because it means
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APL Salalah, at Halterm, is the highest
volume vessel to call at the Port of Halifax.



8 • Canadian Sailings • September 3, 20188 • Canadian Sailings • August 21, 2017



September 3, 2018 • Canadian Sailings • 9

new opportunities for the importers and exporters using our
international gateway.”

The weekly Med/Montreal Express (MMX) service operates
with five, 1,800-TEU Maersk vessels. The line rotation is
Salerno and La Spezia (Italy), Fos-sur-Mer (France), Algeciras
(Spain), Montreal and Halifax and Valencia (Spain). The east-
bound call in Halifax is important for perishable and reefer
products bound for the export markets.

Earlier this year, Zim launched its new Canada Florida Ex-
press (CFX) service, a weekly, fixed-day service with two,
1,300-TEU vessels which also includes stops at Kingston (Ja-
maica), and Miami (Florida). Other highlights include the
highest volume calls to date at both terminals, the 10,798
TEU APL Salalah, a CMA CGM Vessel, at Halterm on March
18, and the 8,974-TEU “K”Line Hangzhou Bay Bridge at
Ceres on March 29.

Also new for Halifax in 2018 is a new three-year labour agree-
ment between the Halifax Employers Association (HEA) and
the Council of ILA Locals, ensuring stability of the port’s work-
force. The ILA locals ratified the agreement in July.

The HEA represents steamship companies and agents em-
ploying labour stevedores and container terminal operators
handling vessels in the port. The council represents Halifax
Longshoremen’s Association, Local 269, the Halifax Freight
& Steamship Checkers Union, Local 1341 and the Halifax
Gear Repair and Maintenance Men, Local 1825.

The new agreement which runs until Dec. 31, 2020, includes
a 2.75 per cent per year increase in the base wage rate, an
increase in the pension and welfare trust fund tonnage as-
sessment in each of the three years, extension of the current
mid-west cargo rebate agreement for the term of the agree-

ment, plus other considerations.

Kevin Piper, President, ILA Local 269, said both sides are
pleased with the agreement, and the important aspect of the
new deal is it continues the port’s longstanding reputation
for labour stability. “We have gone 40 years without any
major labour issues, and productivity is good in the port.”
Looking forward, Piper said it appears Halifax is going to an-
other banner year. “We are already ahead of our 2017 num-
bers and we are happy that bigger and better things will
come to Halifax.” 

“We are pleased to see continued positive labour relations
in the Port of Halifax,” said Halifax Port Authority President
and CEO Karen Oldfield following the announcement.  “The
dedicated, hard-working men and women working in our
port community are vital to all port users and help contribute
greatly to the overall regional economy.”

With increased cargo flowing over port terminals and an
aging labour force, the HEA has been busy adding to its
labour contingent. “We started orientation training of our 56
longshore worker new hires in June and are about halfway
through,” said HEA President and CEO Richard Moore. “We
should be finished training them all by the end of September.
Each new hire gets about five weeks of orientation training
on yard tractor and forklift.”

In addition, the HEA has hired eight new checkers this year;
they have all completed their orientation and started their
formal training. In total, they get about three weeks in train-
ing initially (orientation and Phase I and Phase II training) and
another two weeks of Phase III training at a later date once
they gain some experience. The eight checkers hired last
year will complete their Phase III training this year. 

Partner with the experts  
in project cargo.
Maritime World Logistics has the knowledge, experience and 

expertise required to handle your high-value, sophisticated 

project cargo. With the only escorted rail service in Canada  

and boots on the ground in all major rail yards, your 

shipments will benefit from continuous inspection and real 

time updates. No one gets the job done faster or safer.

902.468.4571  |  info@MWLinc.ca
www.MWLinc.ca
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Attracting people and business to the waterfront

When it comes to real estate, there are
three things that matter most – loca-
tion, location, and location. The Halifax
Port Authority (HPA) manages 260
acres of prime waterfront property
which produces in excess of 50 per
cent of the HPA’s annual revenues. 

In 2017, the total port revenues were
$41.8 million. The jobs created at the
port total over 12,000 and the port’s
economic impact is estimated at $1.7
billion annually. Tenants occupying
HPA properties may not be responsi-
ble for all the jobs and economic im-
pact, but their share is certainly sizable.

“Counting our two container terminals
terminals, everything is done on the
real estate, whether on water or on
land,” says Krista Dempsey, HPA’s Vice-
President, Real Estate.

Attracting people and business to the
Halifax waterfront is a continuous
two-fold goal of the HPA. In an inter-
view several years ago, HPA President
and CEO Karen Oldfield said the wa-
terfront belonged to the people and
she wanted to develop the waterfront
so local folks and tourists could enjoy
a vibrant boardwalk and businesses
along the harbour. “I think it has hap-
pened,” says Dempsey but adds

there is always room to do more. “We
need to animate our property more,”
she says, adding there is opportunity
for more year-round activity to be-
come “more of the people’s place to
come.”

Dempsey says the HPA’s property
along the Seaport strip is an attractive
place to locate for business because of
the number of visitors along the board-
walk. “The way we view it is we are part
of a boardwalk book-ended by
Africville and Point Pleasant Park,”
pointing out that the Halifax waterfront
is a destination for a variety of people
including a major influx of passengers
during cruise season. This year the HPA
is expecting approximately 300,000
cruise passengers which will establish
a new record for the Port of Halifax.

The tenant cluster the HPA has been
able to attract also makes the Halifax
Seaport a highly sought-after place to
locate, again because of variety of vis-
itors and businesses. It’s an eclectic mix
including the Halifax Seaport Farmers’
Market which brings thousands of peo-
ple to the waterfront weekly; the
award-winning Garrison Brewery, a
popular spot for brewery tours and
events; the Canadian Museum of Im-
migration at Pier 21; award-winning ar-

chitectural firms; artisans, cafés, gal-
leries, offices, cruise terminals, the Cu-
nard Centre for conventions and
events, and others. Much of the pedes-
trian traffic that files through the Halifax
Seaport arrives via Develop Nova Sco-
tia’s Harbourwalk boardwalk which is
lined with shops, restaurants and is a
venue for many scheduled events in-
cluding the Halifax International Busker
Festival and Halifax Ribfest.

Krista Dempsey says the port’s real es-
tate has been further enhanced by
local collaborations and partnerships,
especially through the Halifax Seaport
Farmers’ Market, citing The Shelf at the
Market. The Shelf is an area for those
who can’t come in on a daily basis to
sell their products; their goods are
stocked at The Shelf and customers
can come by and buy what they need.
There has also been collaboration with
Dalhousie and Saint Mary’s universities
on the technology side, partnering
marketing and business development
programs.

A growth spurt in urban development
has added to the pedestrian traffic in
the region, and Dempsey has been
watching the city change.

“With all the urban development tak-
ing place, especially new condo devel-
opments, there is growth in the area
surround the Seaport which continues
to make this area very attractive for
more retail. So you can see such an in-
crease in foot traffic with more people
living in this part of Halifax,” she says. 

The rental mix of HPA tenants includes
several different industries, a couple
examples of which are Ambassatours
Gray Line, which operates bus tours for
the cruise industry and has a base of
operation near the Fairview Cove con-
tainer terminals, and IT International
Telecom Inc. located at Richmond Ter-
minal.
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After acquiring Murphy’s Restaurant and Patio in 2014, Am-
bassatours Gray Line faced a dilemma: how to harmonize
three diverse maintenance facilities and the company’s cor-
porate office for best efficiency. So for the country’s largest
land-and-water sightseeing tour company, with ever-expand-
ing needs and a growing work force, a purpose-built facility
was the best option. The challenge was finding a suitable lo-
cation.

“Minutes become dollars in our business,” said Dennis
Campbell, CEO, Ambassatours Gray Line, “We promise our
guests reliable, timely tour departures and, when necessary,
quick responses when we have operational hiccups. It was
simply not an option for us to be off peninsular Halifax, where
most of our operations are centred.”

The company was able to secure a long-term lease with the
HPA on a property at the Windsor Street exchange on the
Halifax peninsula, where Ambassatours built a custom facility.
While retaining key offices for Murphy’s operations on the
waterfront, the company merged their three service locations
and corporate office into a state-of-the-art facility.

“Once we secured the lease on this property from the port,
we knew we could proceed with making the best facility for

our team,” says Campbell, “The port was excellent to work
with and their timely response enabled us to commit to this
growth strategy cornerstone.”

Recently, the HPA worked with IT International Telecom to
provide that company and tenant with new and renovated
space at Pier 9A at Richmond Terminals. “We renovated 9A
and now they have the whole building,” says Dempsey. 

IT International Telecom is an ISO-certified marine network
installer offering desktop study, marine route survey, engi-
neering design, installation and maintenance services for
submarine cable systems worldwide. Being located right on
the harbour is ideal for this firm as ships are involved in their
operations.

Looking ahead, Dempsey says the HPA will continue to
work with its tenants and partners to further enhance the
Halifax Seaport district. “We will spend more time with
our neighbours and partners, like the Westin, the Discov-
ery Centre, and Develop Nova Scotia (formerly Waterfront
Development) and our tenants to make this even a better
district, a place for the locals,” she says, because the dis-
trict needs to be sustainable “and Halifax has a beautiful
waterfront.”
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best ever cruise season expected this year

It is not only expected to be a record-breaking year for the
Port of Halifax’s cruise business, it is also award-winning.
The Port of Halifax has been recognized as a top-rated
Canada-U.S. cruise destination by Cruise Critic, an online
cruise guide offering a comprehensive resource for cruise
travelers from first-time cruisers to avid cruise enthusiasts.
Cruise Critic was the first consumer cruise site on the In-
ternet launched in October 1995.

The 2018 Cruisers’ Choice Destination Awards are based
entirely on ratings submitted with reviews published on
CruiseCritic.com. 

“This is an incredible recognition for all the operators and
tourism partners who work tirelessly to build and promote
Nova Scotia as a tourism destination,” said Catherine Mc-
Grail, Associate Vice-President, Cruise/Operations and
Public Affairs, Halifax Port Authority (HPA). “We are fortu-
nate to have strong partners delivering an excellent prod-
uct that our cruise guests enjoy.”

Halifax’s award appears with the other top five ports, Que-
bec City, San Diego, Vancouver and Portland, Maine.

As the cruise schedule moves into the latter half of the sea-
son, it is doing so at a record-setting pace.

“We are looking at our busiest year so,” said HPA
spokesperson Lane Farguson. The port is expecting 200

cruise ship calls and approximately 300,000 cruise visitors.
If those figures become a reality then they will surpass
2017 numbers of 292,722 cruise guests and 173 vessel
calls.

It is estimated that Halifax’s cruise business has an annual
economic impact of $123 million. Highlights of this year’s
cruise season include 10 scheduled inaugural calls which
started with the arrival of Norwegian Bliss, a Norwegian
Cruise Line vessel, on April 30; three visits from Disney
Magic on Sept. 17, Sept. 22 and Oct. 2; a visit from Queen
Mary 2 on Oct. 5; and Oct. 9 is expected to be the busiest
passenger day with over 11,000 cruise guests on five ves-
sels.

An interesting development during this year’s cruise sea-
son has been the number of passenger turnarounds. Turn-
arounds are when one set of passengers disembarks a
cruise vessel and another group gets on. In Halifax, these
vessels tend to go on to visit the smaller, niché ports in the
region that larger cruise vessels cannot easily access.

“Turnarounds are an exciting sector of the cruise industry
that we have been developing in partnership with Atlantic
Canada Cruise Association (ACCA) and Tourism Nova Sco-
tia,” said McGrail. She said Halifax had five turnaround
cruises scheduled for this season; four have already taken
place with a fifth scheduled for October.
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“We believe the niché ports in the re-
gion bring tremendous value to the
overall cruise offering in Atlantic
Canada,” said McGrail. “Niché ports
have the ability to provide unique ex-
periences that some cruise passen-
gers are looking for,” she said. “It
really is a win-win opportunity. For the
cruise line, it means an opportunity to
offer guest experiences that are very
exclusive and for the rural communi-
ties, there are certainly economic
benefits associated with new tourism
opportunities.” 

One of those niché ports seeing the
benefit of the turnaround program
from Halifax is Yarmouth. The MS
FRAM, a small cruise ship operated
by the Norwegian-based Hurtigruten
Group, called at Yarmouth in early
May.

Neil MacKenzie, Executive Director of
the Yarmouth and Acadian Shores
Tourism Association, said, “It was a
great experience for the community
and the first ship to come into our
port since we started targeting this

market. It means a lot for smaller des-
tinations to have small cruise ships
come into port as we normally don’t
have high occupancy rates at the
times when these small ships often
travel—early spring and fall. The MS
FRAM is booked to arrive again four
times in 2019. All reports were that
they enjoyed their experience.”

MacKenzie said his tourism associa-
tion “is starting our marketing of the
Port of Yarmouth as a niché cruise
port. We are working with the Atlantic
Canada Cruise Association and the
Port of Halifax mostly in joint market-
ing efforts at the moment. It’s impor-
tant to work with larger ports like
Halifax so that smaller ports in Nova
Scotia are also considered under the
niché cruise market.”

“We will continue working with our
partners across the region to develop
and grow the small niche expedition
cruises across Atlantic Canada,” Mc-
Grail said. In addition to the Hur-
tigruten Group, the U.K.-based Noble
Caledonia Line is also doing turn-
around cruises out of Halifax.

A complete vessel posting can be
found at the Cruise Halifax website at
cruisehalifax.ca/our-visitors/cruise-
schedule/.
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Halifax port Authority embracing digitization

The Halifax Port Authority, port stakeholders, and the Hal-
ifax Regional Municipality are together embracing digiti-
zation and using new technology to create a more efficient
port, pursue new opportunities and develop new em-
ployee skill sets.

With digitization, the latest technology focus in ports
around the world, the theme for Halifax Port Days 2018,
“Oceans & Opportunity – Trade Growth in the Digital Age”
will foster discussion on this topic at an opportune time.

The most recent development for the port’s digital strategy
is the Halifax Port Authority being invited to join a digital
global shipping platform developed by Maersk and IBM
through a collaboration agreement. The Halifax Port Au-
thority (HPA) will participate in a blockchain-focused global
trade digitization solution known as TradeLens.

The goal is to develop a highly secure digital leger system
that promotes the sharing of information across the global
shipping industry which can reduce costs, improve produc-
tivity, increase the speed of the delivery of goods and pro-
vide transparency. The Maersk-IBM Blockchain will enable

the needed safety and security for the digital platform. 

The new collaboration will integrate global shipping and
trade partners including terminals, shippers, freight for-
warders and ports to provide a single shared and trusted
view of supply chain transactions. The platform will reduce
paperwork with a digital process for documents, offering
the potential for significant economic efficiency and im-
proved security. This technology can reduce the need for
multiple records and documents that are produced at each
point in the supply chain.

“Digitization is the efficiency vehicle for the global supply
chain, and considerable work is being done in Halifax right
now through the recently established Centre for Ocean
Ventures and Entrepreneurship (COVE) and Volta Labs in-
novation hub,” said Karen Oldfield, President and CEO,
Halifax Port Authority. “Through our involvement in Trade-
Lens, we are taking the next steps to ensure the Port of
Halifax is on the leading edge.” 

Digital projects already in place at the Port of Halifax in-
clude providing information on container dwell times on
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piers and truck turn times at the con-
tainer terminals. Results from dwell
time monitoring are posted directly
to the port’s website.

“We are embarking on a digital rein-
vention of the port,” said Halifax Port
Authority spokesperson Lane Fargu-
son.  “We are digitizing data, posting
it to the Port Operations Centre on
our website and letting customers
see that information,” he said,
adding that the posted data provides
accountability and transparency.

The truck initiative involved installing
readers at the gates of each of the
port’s two container terminals. The
data lets people know what the aver-
age wait times are at both Ceres and
Halterm. “Ideally, this will allow dis-
patchers to take a look and see
where the peaks are. We want to
minimize times trucks are waiting so
they can schedule deliveries outside
those peaks,” which could also help
with the traffic downtown, Farguson
said.

The HPA’s digital project fits nicely
with Halterm, the operator of the
South End Container Terminal, which
is focused on “driving change in its
terminal operations aimed at deliver-
ing improved performance and
greater transparency for truck carriers
and for the CN rail operation,” ac-
cording to Kim Holtermand, Hal-

term’s CEO and Managing Director.

“We were always concerned about
average service times, but the reality
for an individual awaiting service, is
that averages offer no real comfort, it
is this visit and this turn that matters,”
he said. “We have since added visi-
bility as to the service experience of
each and every truck for our opera-
tions team with real-time data devel-
oped in-house. Now we can target
‘first-in, first-out’ service with greater
confidence and our staff are specifi-
cally alerted to any outliers.”

“Working with the Halifax Port Au-
thority, the terminal has, therefore,
been able to corroborate data used
for the new website ‘Operations Cen-
tre’ dashboard and is excited to see
overall user experience of Halterm
made available in this way,” added
Holtermand.

Other digital information on the Port
of Halifax website includes real time
on bridge air gap, which is important
for container vessels heading to and
from the Fairview Cove container ter-
minal. “We recognize that digital is
now, and we need to in that space,”
said Farguson. “It is the reality of
doing business.”

The Halifax Port Authority is aware
there is more it can be doing in the
digital world, and to that end, the

HPA has established a staffed desk at
the Centre for Ocean Ventures & En-
trepreneurship (COVE), putting HPA
in direct contact with other ocean
venture organizations and projects.

COVE is a collaborative facility for ap-
plied innovation in the ocean industry
located in a former Coast Guard facil-
ity on the Dartmouth side of the har-
bour. This hub of activity is home to
local and global ocean technology
businesses, post-secondary institu-
tions, researchers and marine-based
and service businesses that support
the ocean sector. COVE has extensive
marine facilities with two large, deep-
water piers, office space, an incubator
and space for shops and labs.

“Our goal is to transform the Halifax
Port Authority into a digital organiza-
tion that can handle the most recent
industry changes with flexibility,
agility and resilience,” said Karen
Oldfield. “By having our people
working more closely with others in
the ocean venture sector, we will be
able to collaborate more efficiently,
discuss ideas and share best prac-
tices.”

“COVE is a great space to be in for us
to provide updates on our projects
and get information on other devel-
opments,” said Farguson. “There is a
lot that will be happening there, so
having a desk in that space will help

Atship Services Limited
294 Cobequid Rd.,
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Lower Sackville, N.S. 

B4C 4C5ISO 9002 Registered company
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President
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in exchanging information and hopefully identify projects
that will be useful for everyone involved.”

The port community in Halifax is also working collabora-
tively with HRM in digitization development. In an address
to the 16th Conference World Cities and Ports in Quebec
City in June, HRM Chief Administrative Officer Jacques
Dubé said, “In Halifax, we are excited and energized when
we think about the future of our port. Digitization and in-
novation will bring new opportunities to our city and for
talent. We’re ready and working to build the next genera-
tion of employees and innovators.”

Dubé acknowledged that “the cargo and shipping indus-
try is in the middle of a digital revolution. We can either
see this industry disruption as a challenge or as an oppor-
tunity for innovation. In Halifax, we see opportunity.”

“To be successful and remain competitive in the digital
era, we will need to recruit and retain people with diverse
skill sets. In a growing port city, we believe there is room
for everyone,” he said.

During his remarks, Dubé also stressed the importance of
workforce development. “Partnerships, collaboration and
training are all important considerations for digital trans-

formation at our port. It isn’t about retraining workers—it’s
about bringing in new skills and perspectives. And bring-
ing in new skills doesn’t mean replacing existing ones. In-
stead, we are trying to augment and expand the supply
chain with companies and workers who may have never
considered marine operations or logistics as a business or
career stream.” 

“In Halifax, we are excited and energized when we think
about the future of our port,” he added. “Digitization and
innovation will bring new opportunities to our city and for
talent. We’re ready and working to build the next genera-
tion of employees and innovators.”
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port of Halifax preparing to move forward with 
investment strategy

With nearly every major port in North
America investing millions in expan-
sions and upgrades to meet the infra-
structure needs of today’s ultra-large
container ships, the Port of Halifax is
preparing to move forward with its
own investment strategy to stay com-
petitive in this highly charged indus-
try.

“Our region is experiencing unprece-
dented change and growth and the
Port of Halifax is excited to be part of
this powerful momentum,” said Hali-
fax Port Authority (HPA) President and
CEO, Karen Oldfield. “Big ships are
calling and we need to be ready to
welcome the world to our waterfront.
To meet the needs of our changing
industry, we need to grow and we
know that we can’t do it alone,” she
said. “We’ve heard from stakeholders
and community members, listened to
feedback and spent time studying

every available option. Our vision for
the future includes expanding our
cargo and cruise infrastructure and re-
ducing the number of trucks on the
streets of downtown Halifax,” she
added.

In 2017 the port handled 559,242
TEUs (twenty-foot equivalent units)
setting a new container record and
also welcomed the first ultra-class
vessel to the port, the Zim Antwerp.
The arrival of the ship with a capacity
of over 10,000 TEUs, however,
brought an obvious observation. 

“There is a need to upgrade our in-
frastructure to berth two of these ves-
sels simultaneously in order to remain
competitive,” said Oldfield. “By ex-
panding our infrastructure, we can
ensure Halifax continues to be a vital
link in the Canadian supply chain, fa-
cilitating global economic ties and
providing access to international mar-

kets for importers and exporters.” 

The Halifax Port Authority CEO said
the expansion will be carried out in
three phases. The first phase will see
a 135-metre temporary extension of
the main South End container termi-
nal operated by Halterm. The second
phase will be the design and con-
struction of a permanent container
pier, north of the existing Halterm
pier, which will require infilling the wa-
ters at Ocean Terminals. The third
phase will be new infrastructure for
the port’s cruise industry.

“We have the opportunity to work
with Halterm to temporarily expand
their capacity at the South End con-
tainer terminal to berth and service a
second ultra-class vessel to serve port
customers and keep our waterfront
working. This is our most cost-effec-
tive and environmentally sustainable
solution to ensure Halifax has the ca-

South End Container Terminal
temporary extension rendering



September 3, 2018 • Canadian Sailings • 21

pacity it needs going into 2020,”
Oldfield said.

Halifax Mayor Mike Savage under-
stands the contribution the Port of
Halifax makes to the province and the
need to invest for the future.

“The cargo industry is incredibly im-
portant to our economy and not just
in Halifax but across the region,” he
said. “It means jobs for those working
on the piers, for those in the trans-
portation industry, warehousing, ma-
rine services, and other sectors. And
for importers and exporters, having
easy access to international markets
is absolutely critical to their success,”
the mayor added.

The temporary Halterm extension has
an estimated cost of between $30
million and $35 million which will be
funded by the HPA. The required per-
mitting is now under way with con-
struction likely to start in or before the
first quarter of 2019.

Oldfield said the expanding of con-
tainer terminal infrastructure is “a tim-
ing issue.” She said the world’s
container ship fleet is “upsizing” and
by 2020 approximately 70 per cent of
the fleet will consist of ships with ca-
pacities of 10,000 TEUs and larger
with a smaller percentage being less
than 10,000 TEUs.

“We need to be in a position where
we can take two of those 10,000-plus-
TEU vessels simultaneously and we
are aiming at 2020,” she said. The
port’s CEO said it would difficult “to
do a significant terminal build out
within that time frame hence the
berth extension.”

She said the Halterm extension will
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be caisson construction and the caissons will be reusable.
When the port is ready for the permanent structure, the
caissons can be refloated and used in the construction of
the permanent terminal.

The building of the permanent terminal, phase 2, will see
the infilling of cambers at Ocean Terminals with the new
terminal being constructed across the front of the finger
piers at Ocean Terminals.

“That will be the second berth for the ultra-sized vessels
and the existing berth at Halterm will be the first berth. So
that gives us the two,” she said. When construction of the
second terminal happens along with the required rail and
other support infrastructure, will be based on a business
case and market. “We will need to find financial partners
and the market will dictate the building of phase two,” she
said.

Whether or not there will be additional cranes and con-
tainer moving equipment added to the terminal operation
after the extension is complete has not been determined. 

Oldfield said Halterm is aware of the project and is actively
looking at the kinds of equipment they would need and
noted that the timing of bringing new equipment on line
is very important.

Oldfield said the HPA’s re-examining of the cruise berth sit-
uation is a result of the infilling of cambers at Ocean Ter-
minals, an area used for cruise ships when there are
multiple cruise vessels in port on the same day, an occur-
rence that happens on several days throughout the cruise
season. 

“We are looking at six or seven sites around the harbour,”
including on the Dartmouth side, she said. “But we have
to make sure people are comfortable with it,” she added.
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As the HPA works to finalize its infrastructure plan, it is also
focused on finding solutions to reduce truck traffic that are
aligned with Halifax’s growth and centre plan. Approxi-
mately 30 per cent to 35 per cent of containers over the
port move by truck. The HPA is currently exploring a num-
ber of potential short term solutions such as converting the
majority of truck exports and imports from New Brunswick
and Prince Edward Island to rail via a ramp in Moncton
which opened earlier this year; collecting data through the
Port Operations Centre to map container truck flows to
avoid peak congestion times; exploring the option of a
yard in Burnside Industrial Park for the handling and trans-
fer of empty containers; and exploring the option of con-
verting truck exports and imports from northeastern Nova
Scotia to rail via a ramp in Trenton, NS. 

As for the Fairview Cove container terminal operated by
Ceres, there are no changes planned for that facility at this
point. 

“Fairview Cove continues to be a critical piece of infra-
structure in the port,” Oldfield said. “There is still a good
number of vessels that can continue to call at Fairview so
we do not anticipate any changes any time soon. However,
we will have been and will continue to work with the folks
at Ceres to look at the future with them as well,” she said.

The HPA strives to keep ongoing changes and develop-
ment in front of a general public that has a growing interest
in the port’s activities.

A public opinion survey conducted by Thinkwell Research
of Halifax, earlier this year, indicated that locals are increas-
ingly positive about the Port of Halifax. More than seven
in ten (72 per cent) Halifax residents believe that overall
conditions at the port have improved over the past five
years and most assign high ratings to the port for its con-
tribution to the local, provincial and national economies.
Notably, these ratings have improved significantly when
the results are compared to research conducted by
Thinkwell in 2016. Furthermore, residents assign increas-
ingly high importance to exporting Canadian goods to
other countries.

“When we look at a wide range of metrics, public percep-
tion of the Port of Halifax is on the upswing,” according to
Thinkwell President Len Preeper. “Haligonians recognize
the important role that the port  plays in the economic life
of the region and they have positive views of the direction
the port is heading. You can sense a certain amount of civic
pride in what’s happening there,” Preeper said. 
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RAILWAYS
Canada’s major railways really chugging along
KEITH NORBURY

Business is booming at Canada’s two major railways, says
the President of the Canadian Transportation Research
Forum. “There’s certainly every reason to believe that
they’re on a winning roll,” Malcolm Cairns said of Cana-
dian National and Canadian Pacific, calling them “the
best in the world.”

Unlike their U.S.-based counterparts, Canada’s class 1s
are not as dependent on transportation of coal, which is
taking a beating from the global pressure to reduce its
consumption. “And so if you look at the range of the par-
ticular products that sort of make up the portfolios,
they’re all in good shape,” Mr. Cairns said, noting that
grain, potash, and intermodal freight are all doing well.

The tariff war might hamper the latter, although Mr.
Cairns doubts the impact will be that great. Should the
U.S. impose tariffs on Canadian auto exports, as Presi-

dent Trump has threatened, that would certainly affect
Canada’s railways. “But that would be quite some way
away,” said Mr. Cairns, who worked for the federal gov-
ernment for nearly two decades, including with Transport
Canada, and later for Canadian Pacific from 1994 to
2011. 

BUMPER GRAIN CROPS AND QUESTIONS ABOUT
SAFETY

Other emerging concerns for the railways are a bumper
grain crop this year that has again exposed deficiencies
in the system; and a recent spike in railway accidents after
years of declining accident rates. (See related stories.)

At the same, regulatory changes woven into the federal
government’s newly enacted Transportation Moderniza-
tion Act have already prompted the major railways to in-
vest in thousands of new railcars. The tweaks also
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promise more money to improve rail
infrastructure, such as crossings, to
help alleviate safety concerns. And
both CN and CP recently signed
deals with their unions that should
ensure labour peace for the next few
years.

In a presentation Mr. Cairns gave to
the Western Transportation Advisory
Council, or Westac, this spring in
Winnipeg, he noted that CN and CP
are each smaller in revenues and
length of track than the western U.S.
class 1s — Union Pacific, and
Burlington Northern Santa Fe. How-
ever, CN’s $12.3 billion in 2017 rev-
enues and 19,500 miles of road are
comparable to those of the eastern
U.S. class 1s — CSX, and Norfolk
Southern.

The combined revenues of CP and
CN represent about a third of the
total freight revenues of the four U.S.
class 1s — “reflecting the smaller
Canadian economy,” his presenta-
tion noted. Given that Canada’s
overall economy is about 10 per cent
of the U.S. economy, one could
argue that CN and CP have an out-
sized role in the North American rail
freight landscape.

“You’re not going to find better
freight railways in the world except
in North America,” Mr. Cairns said,
adding that Canadian rail productiv-
ity has increased three per cent an-
nually since the 1980s. “Look at
another industry and see who’s
doing that,” added Mr. Cairns, who
earned a PhD in mathematical statis-
tics from the University of Toronto in
1975.

FREIGHT VOLUMES SPIKED IN
2017

According to the federal Ministry of
Transport’s 2017 report on the state
of transportation in Canada, freight
carried by the country’s railways to-
talled about 313.4 million tonnes last
year — a 7.0 per cent increase over
2016. “Total rail freight tonnage
moved increased in 2017 after hav-
ing declined in 2016, with notable
growth in key commodities such as
petroleum products, potash, con-
tainers, grain, coal, metals and iron
ore,” the report said. “Similarly, the
value of international waterborne
traffic also increased, as did volumes
handled at most major Canadian
ports (Vancouver, Prince Rupert,
Montréal and Halifax).”

To say that Canada’s rail system is
dominated by just two railways is 
an understatement, however. Of
Canada’s 41,711 kilometres of track,
the two class 1s own 80 per cent, ac-
cording to Transport Canada. CN
alone owns 52.2 per cent, or 21,782
km. CP owns 30.8 per cent — 12,856
km. Another 60 or so shortline rail-
ways own a combined 17 per cent —
7,073 km. (Shortlines in Canada had
an average haul of just 128 km in
2016.) 

Twenty-six railways, including the
class 1s, hold valid certificates of fit-
ness from the Canadian Transporta-
tion Agency. As of 2016, CN and CP
had a combined 2,766 locomotives,
and 52,050 freight cars, “mainly hop-
per cars, boxcars, flatcars and gon-
dolas,” the Transport Canada report
notes.

CP OLDER BUT CN NOW LARGER

The most recently quarterly reports
from CN and CP reveal that business
is still booming in 2018. For exam-
ple, CN reported a nine per cent in-
crease in revenues in Q2 2018 to
C$3.631 billion compared with
C$3.329 billion in Q2 2017. CP’s rev-
enues also increased for the quarter,
year-to-year, by seven per cent to
C$1.75 billion from C$1.64 billion.

Canadian Pacific is the older of
Canada’s two class 1 railways. The
company was founded in 1881, with
the transcontinental connection
completed on Nov. 7, 1885, as noted
in the Canadian Encyclopedia. Driv-
ing of that last spike fulfilled a key
part of the deal that had brought
B.C. into Confederation in 1871. (By
comparison, the first transcontinental
railway in the U.S. — linking the Cen-
tral Pacific and the Union Pacific —
was finished in 1869.)

Canadian National Railway was
formed by the federal government
between 1917 and 1923, by consoli-
dating several railways including the

MALCOLM CAIRNS BARRY PRENTICE
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“failing” Grand Trunk Pacific. For decades, both CN and
CP also expanded into other areas, such as hotels and
steamships, and airlines — before scaling back to con-
centrate on rail.

CN, which became a private company in 1995, has grown
to twice the size of its rival. CN controls more track than
any North American railway and is the only one to con-
nect to the Pacific and Atlantic coasts as well as the Gulf
of Mexico, notes the Canadian Encyclopedia. And, unlike
CP, CN’s rails run all the way to Halifax from the B.C.
coast.

HARRISON A LEGENDARY TRANSFORMATIVE FORCE

Mr. Cairns credits the success of both CN and CP to one
person: legendary U.S. railroader Hunter Harrison, who
served as President and CEO of CN and later CP before
returning to the U.S. to lead CSX in 2017. He died later
that year at the age of 73.

“While U.S. railroads used to be a little better than the

Canadian, once Hunter Harrison took over CN and then
cleaned it up, and then took over CP and cleaned it up,
I’d say the two Canadian class 1s are the best in the
world,” Mr. Cairns said.

In his PowerPoint presentation, Mr. Cairns also noted that
CP and CN have shorter average dwell times than their
U.S. counterparts – “perhaps reflecting the efforts of
Hunter Harrison.” 

PRESSURE FROM SUCCESS

A strong economy is also putting pressure on railway ca-
pacity, said Dr. Barry Prentice, a professor of supply chain
management at the University of Manitoba

“It’s hard to get railway containers, just because they’re
really busy,” Dr. Prentice said. Even the railways’ current
successes are placing stresses on the system, Dr. Prentice
pointed out.

“But it’s a good stress to have,” Dr. Prentice said. “I mean
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nobody would be standing there
saying, ‘Woe is us, we’ve got too
much freight to move.’”

Also adding to the pressure are laws
passed in recent years in Canada
and the U.S. that restrict how long
truck drivers can work on any given
shift. Electronic logging devices,
which record driving hours, are now
mandatory in the U.S. and scheduled
to become mandatory in Canada in
2020.

“Things like that can suddenly cause
a shift of traffic between truck and
rail. Whether that’s long term or an
aberration, that’s hard to say,” Dr.
Prentice said.

Oil shipments by rail are also strong
and will continue to be so long as
the construction of new oil pipelines
is stalled, Mr. Cairns said. Should
Canada’s recent diplomatic spat with

Saudi Arabia lead to the Saudis stop-
ping oil shipments, then more oil
would likely have to move by rail
from Alberta to Canada’s East Coast,
Mr. Cairns speculated.

Shipping more oil by rail, however,
raises safety and environmental con-
cerns. It also crimps the capacity of
the system to carry other cargoes,
such as grain.

In his PowerPoint, Mr. Cairns notes
that, at present, oil is a niche market
for the railways. “It nevertheless is a
promising market and continually
enlarged market,” Mr. Cairns said.

LABOUR PEACE AND
INTERSWITCHING

A bright spot for the main railways is
that they have recently signed deals
with their unions, which should fore-
stall any labour disruption. In July,

CP ratified a four-year agreement
with Teamsters Canada Rail Confer-
ence-Train & Engine (TCRC), repre-
senting about 3,000 engineers and
conductors. In a news release, CP
CEO Keith Creel said that “achieving
a four-year agreement provides cer-
tainty and stability for not only em-
ployees at CP, but for customers,
shareholders, and the broader econ-
omy.”

CP also recently ratified a five-year
deal with its Kootenay Valley Railway
conductors and locomotive engi-
neers, and a three-year agreement
with about 1,300 members of the In-
ternational Brotherhood of Electrical
Workers.

Meanwhile, CN ratified a five-year
contract earlier this year with loco-
motives engineers. That deal lasts
until the end of 2022, spokesperson
Patrick Waldron said by email,
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adding, “The conductors are under
contract until next July.” 

Even a short strike can have a huge
impact “because the key to the eco-
nomics of the railways is utilization,”
Dr. Prentice said. High utilization
means making money. But when
problems arise, “then very, very
quickly it affects you because you
have such high fixed costs that don’t
go away,” Dr. Prentice said.

The recently adopted Bill C-49 — the
Transportation Modernization Act —
includes changes to how the railways
are regulated. One of those tweaks,
to the capital component of the
“maximum revenue entitlement” for
grain shipments, has received ap-
plause from the railways and resulted
in much needed investment in new
grain hopper cars.

Another change, though, the intro-

duction of long-haul interswitching,
isn’t so popular — although even
critics like Mr. Cairns doubt it will
cause any problems.

Interswitching allows a shipper to
move cargo from one rail line to the
other and pay a rate set by Transport
Canada. Since it’s a regulated rate,
the interswitched railway can’t refuse
the cargo either. A complicated for-
mula compares each haul to ones of
similar traffic and length. “So it
would be sort of market based,
which is why some people don’t
think this is going to be a really seri-
ous problem for the railways,” Mr.
Cairns said.

While the new act has a limit of 1,200
km for an interswitch, it also has a
provision for even longer hauls. In
theory, it would be possible to trans-
port nickel from Sudbury (Ontario) on
a CP line and transfer the cargo at

Edmonton onto the CN line to Prince
Rupert. “Sudbury is served by both
CN and CP but Prince Rupert is only
served by CN,” Mr. Cairns said,
stressing that it’s just a hypothetical
scenario.

THE YIN AND YANG OF RAIL

A previous rule change had intro-
duced an “extending” interswitching
limit of 160 kilometres. Dr. Prentice,
in an earlier interview, called even
the 160-kilometre extended switch-
ing “another backfiring policy” be-
cause it ate up capacity on the
Canadian system while moving grain
to the U.S. system. 

Long-haul interswitching is designed
to benefit what are called “captured
shippers,” who only have access to
one of the main railways. “Captured
shipper” is an expression Mr. Cairns
despises. By his calculation only five
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per cent of shippers fall into the category. “And by the
way, if you really look at it, 80 to 90 per cent of the ship-
ments are being moved by shippers who are not com-
plaining,” Mr. Cairns said.

However, he had to concede that he doesn’t know what
impact the new rules will have on shippers or the railways.
“It’s always been a yin and a yang between the two
sides,” Mr. Cairns said. “But they’ve definitely moved the
posts slightly more in favour of the shippers than they
were.”

TARIFF UNCERTAINTY

The future of the North American Free Trade Agreement,
and the tariff war that materialized as renegotiations
stalled, poses another unknown for the railways.

“Canada’s railways support NAFTA,” said an email from
Alex Paterson, public affairs coordinator for Railway As-
sociation of Canada. “The Association is following
NAFTA negotiations closely, but is not in a position to
comment on if newly imposed tariffs are impacting the
business of its members,” he added.

In comments to analysts in July, CN’s CEO J.J. Ruest said
that duties on lumber, steel, and aluminum have had “no
material effect” on CN’s results. “Our lumber business is ac-
tually up,” he said. CN’s aluminum cargo is base aluminum,
“so therefore the duty is basically going to be transferred
to the marketplace.” And steel “is a mixed bag.”

CN’s largest steel customers are in the U.S. “And they’re
more likely to benefit to a greater extent, minimizing the
losses we might experience on the Canadian side.” What
the future will bring is unknown, Mr. Ruest added. For
now, cross-border activity is actually increasing.

CP executives offered a similar assessment during the
company’s quarterly earnings call on July 18. Cross-bor-
der business and goods that are tariffed are a small part
of CP’s business. CP CEO Keith Creel said its biggest ex-
posure is with finished vehicles exported from Canada to
the U.S., which account for three per cent of CP revenues.
“We’re paying close attention,” he said. “But overall, our
main concern and our primary focus and the biggest
threat we think is more macroeconomic than micro for
CP’s book of business.”
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Another bumper grain crop puts strain on railways
BY KEITH NORBURY

Western Canada recorded its second
highest grain crop ever in 2017-2018,
said the President of the company
that monitors the grain-handling sys-
tem on behalf of the federal govern-
ment, Quorum Corporation. Just as it
did during the record crop year of
2013-2014, the most recent bumper
crop has exposed deficiencies in the
system, particularly with the railways,
said Mark Hemmes. “CN in particular,
for most of the crop year they were
having real challenges in moving
grain, largely, I believe, because a lot
of commodities had a higher demand
for their services than what they’d an-
ticipated,” he said.

When Mr. Hemmes spoke with Cana-
dian Sailings in mid August, Quorum
had yet to release its 2017-2018 an-
nual report. However, he revealed
that the grain supply grew to 80.5 mil-
lion tonnes in the most recent crop
year. That was a slight increase over
the 80.1 million tonnes in 2016-2017,
but less than the 81.9 million tonnes
in 2013-2014.

Despite the large 2016-2017 crop,
Quorum’s annual report noted that
Western grain took an average of
40.6 days to move through the sys-
tem, which was a record low under
the grain monitoring system, which
began in 2001. While overall perform-
ance improved, “service problems
reappeared in the 2016-17 crop year,
mainly tied to the realities of winter
rail operational challenges,” the re-
port said. That became even more of
a problem in the most recent crop
year.

HEAVY SNOWFALL AND
CONTAINERS BLAMED

Canadian Pacific had been doing re-
ally well through last fall, Mr. Hemmes
said. “But about the middle of Janu-

ary they really got hit by a heavy
snowfall in the mountains and it actu-
ally kind of threw them for a loop,” he
said. The weather and demand for
container and coal movements left
the industry struggling for capacity
until the end of April, which is near the
end of the grain-marketing season,
Mr. Hemmes said.

The federal government’s 2017 report
on the state of Canadian transporta-
tion predicts that demand for con-
tainer transportation by rail will
increase 4.1 per cent annually over
the next decade. That’s in line with the
yearly growth of 4.2 per cent since
2000. Transport Canada’s 2017 report
also noted, “While the transportation
system in Western Canada moved
more traffic in the fall of 2017 and the
winter of 2018 than in recent years, a
shortage of crews and locomotives
meant that the rail system was vulner-
able to interruptions. A combination
of colder than average temperatures,
landslides, extreme winds and derail-
ments resulted in significant fluidity is-
sues across the Western Canada,

particularly on CN’s network.”

THOUSANDS OF NEW HOPPER
CARS

CN spokesperson Patrick Waldron
didn’t address that issue directly in an-
swer to written questions he re-
quested from Canadian Sailings. He
did, however, say that the passage of
Bill C-49 — the Transportation Mod-
ernization Act — has provided regu-
latory certainty that allows CN to
move forward with capital invest-
ments. That includes 1,000 new hop-
per cars over the next two years and
a record “$3.5 billion to build capacity
and network resiliency.”

Mr. Waldron also passed along quotes
from CN’s new President and CEO,
J.J. Ruest, including this one: “With
these investments and hundreds of
new qualified transportation crews in
the field, CN has the momentum for a
strong second half, meeting the grow-
ing economic needs of our customers
and exporters, and producing value
for our shareholders.” 

HHL Mississippi loads wheat at
Thunder Bay’s Superior Elevator
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Meanwhile, CP provided the detailed grain plan that Pres-
ident and CEO Keith Creel sent to Transportation Minister
Marc Garneau on July 31. Among its details are that CP
plans to supply and spot 5,500 hopper cars weekly from
August to mid-December, and 4,000 cars a week from mid-
December to March 2019 after the port of Thunder Bay
closes. That capacity would allow CP to move at least 25
million tonnes of grain during a crop year in which the es-
timated total crop move will be 83.4 million tonnes.

In June, CP announced it would order 5,900 hopper cars
over four years. That includes an initial order of 1,000 cars
from National Steel Car of Hamilton, Ont. CP has promised
500 of those cars will be in service by the end of 2018.

National Steel Car is also building the new hopper cars for
CN, as well as an earlier order of 350 centrebeam lumber
cars, the railway announced in May.

IMPORTANCE OF GRAIN

Grain is an important commodity for the railways, respon-
sible for about 20 per cent of freight, said Malcolm Cairns,
President of the Canadian Transportation Research Forum.

In 2017, grain accounted for $1.73 billion or 14.0 per cent
of CN’s $12.29 billion in freight revenues; and $1.53 billion
or 24.0 per cent of CP’s $6.38 billion of freight revenues,
according to a presentation Mr. Cairns gave this spring at
the Western Transportation Advisory Council in Winnipeg.
Those figures were based on the railways’ 2017 annual re-
ports. For the two railways combined, grain made up 16.9
per cent of freight revenues. “It’s certainly true that it’s im-
portant by volume and by revenue,” Mr. Cairns said. “It’s a
heavy product. It’s much heavier than intermodal. It’s much
heavier than automotive. It’s not as heavy as iron ore or
coal. But the movement of grain by rail is a significant con-
tributor to the western (Canadian) economy. By any metric
it’s important.”

CROW RATE DEBACLE

Grain is so important that historically it has been subject to
price controls that limited what the railways could charge
to transport it in Western Canada. The best known and
most onerous was the Crow rate. Established in the late
19th century, it effectively froze rates at 1899 levels for the
next 80 years.

“While the Crow’s fixed rate guaranteed farmers price sta-
bility, it brought about the near financial ruin of railways,
then recouping about one-fifth their cost in moving grain,”
transportation consultant Mary-Jane Bennett wrote in a
paper presented to the annual meetings of the Canadian
Transportation Research Forum this June in Gatineau, Que-
bec. “As a result, railways were unable to upgrade their sys-
tem,” Ms. Bennett noted. “The purchase of new specialty

cars then used to transport grain was beyond their means.
Grain continued to move in boxcars, the fleet’s workhorse,
completely unsuitable to the transportation of grain.” The
fixed rates also stripped the grain cooperatives from mod-
ernizing. “By the 1970s, the entire grain handling and trans-
portation system was in collapse,” she wrote.

In the later years of the Crow rate, from 1972 to 1984, the
federal government provided grain subsidies followed by
rate top-ups from 1984 to 1995 under the Western Trans-
portation Act, Ms. Bennett pointed out. The latter, though,
came too late to save the failing grain co-ops. In 2000, the
federal government introduced the current system — the
maximum revenue entitlement, or MRE, also called the
“revenue cap.” It was supposed to spur investment. But
that proved illusory, Ms. Bennett said.

REVENUE CAP TWEAKED

However, tweaks to MRE contained in Bill C-49 — the
Transportation Modernization Act —have prompted the
railways to invest in new rolling stock.

As Mr. Cairns explained, MRE already had a component
that credited the railways for capital investments. But it was
a combined index, which created a prisoners’ dilemma for
the two railways. One railway could theoretically spend
nothing on capital and the other might spend $100 million,
yet each would receive credit for half the total. “So if one
side were to go heavily into capital spending, it would ben-
efit the other railway,” Mr. Cairns said. As a consequence,
it was a huge disincentive to spend anything on capital up-
grades, such as rolling stock.

Soybeans are loaded at
the Halifax Grain Terminal.
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Under the amendments, each railway
now receives credit solely for its own
spending, what Cairns and others
refer to as bi-furcation. It seems like a
simple and elegant solution — with
both CN and CP applauding the
changes and announcing plans for
thousands of new grain cars. “While
the bill isn’t exactly what either side
wanted, CN believes it is balanced
and we recognize the government for
passing a balanced bill,” CN”s Patrick
Waldron said. “It’s a bill notable not
only for this grain enhancement, but
for enabling the use of data from lo-
comotive voice and video recording
equipment as proactive measures to
improve railway safety,” CP CEO Keith
Creel said in a news release. “This Act
is truly a step forward for efficiency
and safety in Canada’s rail sector.”

Railway Association of Canada wel-
comed passage of the Transportation
Modernization Act, “which balances
the needs of our members and their
customers, enhances safety and gives
railways the certainty they need to in-
vest,” Association spokesperson Alex
Paterson said by email. “Canada’s rail-
ways are committing hundreds of mil-
lions of dollars to meet the long-term
needs of farmers, shippers and the
Canadian economy,” Mr. Paterson
added. “For example, RAC members
are integrating more than 160 high-

horsepower locomotives into their
fleets in 2018.”

“CROW RATE IN DIFFERENT
FEATHERS”

Mr. Cairns said the only problem re-
maining is that there’s a revenue cap
at all.

Dr. Barry Prentice, a professor of sup-
ply chain management at the Univer-
sity of Manitoba, called the cap “just
a Crow rate in different feathers.”

While the MRE isn’t as severe as the
Crow rate, it still discourages invest-
ment, Dr. Prentice said. “It means that
people don’t respect the laws of sup-
ply and demand in terms of when you
want to move things,” he said. “For
example, nobody would ever com-
plain or not understand that demand
for flights to sunny destinations in the
wintertime is going to be higher than
it will be in June.”

MRE has its defenders, however, like
Carsten Bredin, Vice-President of
grain merchandizing for Richardson
International Ltd., which has farms,
mills, processing plants, and terminals
at Thunder Bay and Hamilton.

Mr. Bredin, who prefers the term “rev-
enue entitlement” to “revenue cap,”
said that because the CN and CP
have a duopoly, the government

deems such regulation a necessity.
“You can imagine that’s a fair assess-
ment because the country is so reliant
on it,” Mr. Bredin said. “Farmers and
manufacturers and mines, (if) they
don’t have that one rail line or two rail
lines, they’re out of business.”

Mr. Bredin agreed that the bifurcation
rule will increase the efficiency of the
rail system but that it’s only one com-
ponent. “You still need all the power
and all the manpower to drive those
trains,” Mr. Bredin said, adding that
“the asset base is one thing and then
the service is the other.”

Mr. Hemmes said the best way to in-
crease capacity is to increase the ve-
locity of the cars — shorter cycle
times, in other words. “Just throwing
rail cars at it doesn’t really gain them
a lot,” he said. “All it does is cause
greater amounts of congestion.”

CARS NOW DECADES OLD

According to a 2015 government-
commissioned report cited in a May
2018 Globe and Mail article, about
three-quarters of the country’s 23,000
grain cars are decades old and due
for retirement by 2030. The federal
and provincial governments, which
own around 44 per cent of the cars,
“have made no investments to ex-
pand the fleet since before 1996.”
Transport Canada’s plan now is to re-
tire all the government-owned cars by
2024, the paper also reported.

Mr. Hemmes, at the grain monitor,
called the replacement program “a
good solution because they’ll be re-
placed by cars that have a higher ca-
pacity and gain more efficiency for
the railways, which is kind of a double
incentive.”

The new cars are expected to in-
crease productivity by 24 per cent,
Mr. Cairns noted in his PowerPoint.
RAC says the new hoppers have 15
per cent more capacity and can carry
10 per cent more weight than the
government cars they’re replacing.

A ship loads cargo at
the Prince Rupert

Grain terminal 
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Damaged railway to Churchill sold
BY KEITH NORBURY

More than a year after flooding wiped
out much of the Hudson Bay Railway
(HBR), an agreement has been
reached to sell the railway and restore
its service to Churchill, Manitoba. Arc-
tic Gateway Group Limited Partnership
— a consortium of companies, First
Nations, and communities — has pur-
chased the rail line as well as Churchill’s
port facilities from Denver-based Om-
niTrax Inc., the Canadian government
announced Aug. 31. Details of the
agreement weren’t immediately re-
leased. However, the Winnipeg Free
Press on Sept. 5 quoted Jim Carr, the
federal International Trade Diversifica-
tion Minister, as saying the govern-
ment will “explain the deal in detail to
Manitobans … very soon.”

A source familiar with the agreement,
but who wasn’t authorized to speak
about it, told Canadian Sailings those
details could emerge as early as the
week of Sept. 10. The source added
that the communities — including

Churchill and First Nations — have a
50 per cent stake in the consortium.
And the source added that the federal
government is providing funding for
the purchase of the railway and the
port of Churchill facilities as well as for
operating expenses. The source did
not say how much money, if any, the
consortium partners have contributed
toward the purchase.

The railway, which is the only land link
between Churchill and the rest of the
province, has been out of commission
between Avery and Churchill since
flooding in late May 2017. An August
2017 engineering report found the line
washed out at 20 locations with exten-
sive damage at 130 locations including
bridges. That report, from AECOM
Canada Ltd., estimated total cost of re-
pairs at $43.5 million. A later AECOM
report estimated a temporary fix
would cost $5 million to $10 million
but allow only light freight loads and
no passenger traffic.

FEDS “FULLY COMMITTED”

The federal government “is fully com-
mitted” to restoring the line, “a critical
piece of transportation infrastructure
for nearly 30,000 people,” said the
Aug. 31 news release from Western
Economic Diversification Canada.
“Construction crews have been mobi-
lized and work will begin immedi-
ately,” the release added. “All efforts
will be made to restore the rail service
before winter 2018.” Exactly what all
this will cost wasn’t revealed by press
time.

Canadian Sailings sent a list of ques-
tions to Nathalie Leroux, Director of
Policy, Planning and External Relations
with Western Economic Diversification
Canada — as she had requested. But
she didn’t provide any answers by
deadline. Among the unknowns are
what terms OmniTrax received in the
deal — such as whether it received any
money or if the agreement released
OmniTrax of its earlier contractual ob-
ligations to repair the line. The Cana-
dian Transportation Agency had
ordered OmniTrax  on June 13 to
begin repairs. The federal government
had earlier threatened an $18.8 million
lawsuit against OmniTrax if it didn’t fix
the line by Nov.12, 2017.

In an Aug. 1 response to the agency,
HBR President Sergio Sabatini said the
railway “began the necessary process
to complete the repairs” before the
CTA issued its order. The letter out-
lined the steps HBR has taken, includ-
ing hiring engineering firm AECOM to
prepare requests for proposals for the
work, with bids due by Aug. 3.

Following the announcement of the
sale, Hilary Sloan, of HBR’s public rela-
tions firm Edelman, said by email that
“financial terms of the agreement will
not be disclosed.”

OMNITRAX PLEASED

Ms. Sloan also passed along a state-
ment from OmniTrax CEO Kevin
Shuba.

“We have long recognized the vital
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loading rail cars, said Mr. Hemmes,
whose company monitors the Western
Canada grain supply on behalf of the
federal government.

After the Canadian Wheat Board lost
its monopoly, the federal government
put in place an incentive program of
about $9.50 a tonne to ship wheat
through Churchill, Mr. Hemmes said.
That attracted interest until OmniTrax
decided it wanted a part of that action
and increased its levy to users of the
Churchill grain terminal. “That basically
took away a lot of the economics,” Mr.
Hemmes said. “It was pretty thin to
start with and that basically killed it.”

Dr. Barry Prentice, a professor of supply
chain management at the University of
Manitoba, said before the sale was an-
nounced that he did a back-of-the-en-
velope analysis and concluded that it
has never been economical. “The
amount of freight they carry is so
minor— how do you support the infra-
structure?” Dr. Prentice said. “Obvi-
ously the first time something major
happens they stop.”

In an opinion piece in the Winnipeg
Free Press in early August, Dr. Prentice
calculated the railway would need to
move 2.8 million tonnes of freight
through the port of Churchill each year
to cover reinvestment needs that he
pegged at $12 million annually. “But in
its best year to date (1977), HBR only
carried 700,000 tonnes of grain,” Dr.
Prentice wrote.

However, Mr. Hemmes, who has
friends and relatives who worked on
the railway before CN sold it to Omni-
Trax in the late 1990s, said a road
would encounter the same problems
as the railway. That’s because much of
the line is built over discontinuous per-
mafrost and bog that is only getting
worse as the climate changes. “Try to
build roads over permafrost and you
end up with the same situation,” Mr.
Hemmes said. “So do you want to
pour gravel onto a road or do you want
to pour gravel onto a railway? It’s the
same thing.”

role the Hudson Bay Railway plays in
connecting Canada’s north, and we are
very pleased to see an agreement in
place that will ensure the long-term
operations of the rail line,” Mr. Shuba
said. “We believe this is the best out-
come for all stakeholders and look for-
ward to working with Arctic Gateway
Group to facilitate a smooth transition
of ownership.”

Arctic Gateway Partners include AGT
Food and Ingredients Inc., Fairfax Fi-
nancial Holdings Limited, and
Missinippi Rail Limited Partnership.
The latter is a consortium of First Na-
tions and communities.

“Though the investment isn’t material
for AGT from a capital expenditure
perspective, we feel the ability to add
further port access is important for our
long term plan as the recovery of mar-
kets for Canadian agricultural products
continues in the coming years,” AGT
President and Murad Al-Katib said in a
news release. Omer Al-Katib, the Pres-
ident’s brother and AGT’s Director of
Corporate Affairs and Investor Rela-
tions, took Canadian Sailings’ request
for an interview but did not respond by
deadline.

However, Winnipeg Free Press quoted
Murad Al-Katib as saying during a
Sept. 4 visit to Churchill that he
couldn’t guarantee passenger service
would resume before freeze up in No-
vember. He did, however, express op-
timism that everything would be
running by next year and hopefully
sooner. Churchill Mayor Mike Spence,
meanwhile, told CBC news that the
agreement involves 30 First Nations,
11 communities in northern Manitoba,
and seven in western Nunavut.

“This is historic, I don’t think there’s an-
other model out there in Canada that
would fit into this equation,” CBC
quoted Spence, who didn’t reply to an
interview request from Canadian Sail-
ings.

RACE AGAINST TIME

Fairfax President Paul Rivett said in a
Sept. 4 news release that the federal

government is “providing a long-term
support package through Western
Economic Diversification and Export
Development Canada to acquire the
assets and implement Phase One of
the project, which is to repair the rail
line, undertake safety and rehabilita-
tion upgrades to the port and the rail-
way assets to efficiently operate freight
and passenger services to the North-
ern communities and the port.” Rivett
added that the consortium has
awarded a contract to Cando Rail and
Paradox Access Solutions to begin re-
pairs. “We are racing against time to
attempt to restore services prior to the
winter season,” Rivett said.

Grand Chief Arlen Dumas of the As-
sembly of Manitoba Chiefs, in that
same news release, called the agree-
ment “historic for a number of reasons,
foremost of which is that it will return
stable and predictable rail service to
the north.” Chief Dumas also thanked
Pat Broe at OmniTrax “for negotiating
in good faith and assisting in the com-
pletion of this transaction and his per-
sonal efforts to get the repairs started
immediately by enabling the partner-
ship to mobilize its efforts.” The Broe
Group is a Denver-based private eq-
uity firm that is the parent company of
OmniTrax and also has investments in
real estate, energy, and technology.

Regina-based AGT is a publicly traded
company that produces pulses as well
as specialty crops like chickpeas,
beans, and lentils. In 2015, through a
subsidiary, it acquired Big Sky Rail
Corp., a Saskatchewan-based shortline
railway.

SKIN IN THE GAME

“It’s a good thing that AGT Foods is
one of the proponents because they
would essentially then have skin in the
game,” said Mark Hemmes, President
of Quorum Corporation, in an inter-
view this summer before the railway
sale announcement. The biggest ob-
stacle for OmniTrax was that it isn’t a
grain marketer but was just providing
service such as loading vessels and un-
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After years of improvement, rail safety stumbles
BY KEITH NORBURY

A consultants’ study prepared for the most recent Railway
Safety Act Review concluded that major accidents have oc-
curred less frequently in recent years.

For example, the study — by Joseph F. Schulman and Joel
Carlson of Ottawa-headquartered CPCS — found that
main track derailments dropped about 60 per cent to 63
in 2016 from 160 in 2007. Crossing accidents also declined
to 133 in 2016, from 221 in 2007, the consultants noted in
a paper they presented to the annual meetings of the
Canadian Transportation Research Forum in early June in
Gatineau, Quebec.

“These trends notwithstanding, we stress that crossing and
trespasser accidents have been persistent issues over the
years,” the report noted. In fact, they and others have
sounded an alarm that trespasser deaths, many suspected
to be suicides, are on the rise.

Also early June, Transportation Minister Marc Garneau
sought face-to-face meetings with the CEOs of Canadian
National and Canadian Pacific following a 16 per cent in-
crease in railway incidents in the first four months of 2018
compared with a year earlier.

In late June, the Transportation Safety Board revealed that
runaway or “uncontrolled” train numbers have “risen by 10
per cent over the past five years to 62 in 2017,” the Globe

and Mail reported. More that half of the 541 incidents since
2008 “ended in a collision,” the news report said.

RAILWAYS RESPOND

Asked to respond, CP spokesperson Andy Cummings said
by email, “CP meets regularly with the Minister of Trans-
portation to discuss important matters, including those re-
lated to safety. CP has maintained the industry-best train
accident rate among North America’s Class 1 railways for
12 consecutive years. For the first half of 2018, CP’s train
accident and personal injury rates are lower than the same
period for 2017.”

According to figures in CP’s management discussion and
analysis for Q2 2018, accidents per million train miles were
down three per cent in the first half of 2018 compared with
2017. Injuries per 200,000 employee hours are also down,
by seven per cent.

CN didn’t respond directly to the question, “What action
has CN taken in response to its 23 per cent increase in such
incidents, as reported by the Transportation Safety Board,
during that period?” CN spokesperson Patrick Waldron
commented on the carrier’s safety record as follows: “At
CN, running a safe railroad is a deeply held core value” and
“CN continues to make significant investments to maintain
a safe operation, through our topnotch training and tech-
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nology and infrastructure improve-
ments. CN makes significant invest-
ments in infrastructure and
technology and early detection and
predictive detection analytics tech-
nologies to run a safe and fluid net-
work.”

Railway Association of Canada
spokesperson Alex Paterson said by
email that “safety is a top priority” of
the nation’s railways. One concern is
a potential increase in cannabis use
following its legalization for adult
recreational use this October. For that
reason, RAC is advocating for legisla-
tion “that would permit random drug
and alcohol testing of employees in
safety-sensitive positions.” RAC is
also pleased that the new Transporta-
tion Modernization Act will allow for
“controlled use” of locomotive voice
video recorders, which the association
expects will significantly reduced
human-caused accidents.

In addition, RAC welcomed the Rail-
way Safety Act Review report, which
was tabled May 31. The 130-page
report outlines five key areas for
change — including human and orga-
nizational performance, and proximi-
ty issues — and 16 multi-point recom-
mendations. Those recommenda-
tions include strengthening safety
management systems, improving
safety culture, addressing employee
fatigue, and establishing a road map
for implementing enhanced train con-
trol technologies, or ETCs.

In its 2017 submission to the review,
RAC said, “The rail industry is con-
cerned that the increase in accidents
from 2015 to 2016 is the beginning of
a trend that will continue in 2017.”
Among RAC’s recommendations are
dramatic increases in federal funding
“for grade separations, crossing up-
grades and crossing closures.”

As a hypothetical exercise, RAC esti-
mated the costs of various types of
upgrades to 375 crossings would total
$1.25 billion.

“A PREDICTABLE RESULT”

Safety consultant Alan Quilley, who
was a Safety Director for CN in the
late 1990s, told Canadian Sailings that
the recent increase in accidents is “a
predictable result”, not an aberration.
“It’s probably a sign that they’re back-
sliding and it’s probably because
we’ve spent a lot of time focused on
share price and shareholder value,”
Mr. Quilley said. 

Railways are a long-term business,
which Mr. Quilley knows from experi-
ence. When he repaired rail cars in the
1970s, many of those cars dated from
the 1800s. Railways’ long-term nature
is why legendary investor Warren Buf-
fett favours them, Mr. Quilley said. 

Canada’s railways should “do what’s
necessary to make them safe” and
temper that with good management,
he said. “It’s a tough business,” Mr.
Quilley said, noting that Canada’s rail-
ways encounter temperatures ranging
from -40 C to 40 C that includes bliz-
zards, tornadoes, and floods. “Things
are not always going to go as you
planned them,” Mr. Quilley added.
“That’s fair ball. We can anticipate
that. We know those things are going
to go wrong. Good safety manage-
ment would tell you to, first, try des-
perately not to have the incident, and
when you do, mitigate it so it’s not as
bad as it might be.”

LESSONS FROM LAC-MÉGANTIC

The worst railway disaster in recent
years occurred in July 2013 when a
Montreal, Maine and Atlantic Railway
oil train derailed in Lac-Mégantic,
Que., killing 47 people. Such a
tragedy notwithstanding, the rail in-
dustry is much safer now than histori-
cally, said Malcolm Cairns, President
of the Canadian Transportation Re-
search Forum. Workers at the facto-
ries making locomotives used to get
injured all the time, for example. “We
don’t do that any more. It’s all
changed, it really has,” Mr. Cairns
said.

“They always say in accidents there’s
never one cause,” said Dr. Barry Pren-
tice, a professor of supply chain man-
agement at the University of
Manitoba. Many factors contributed
to the Lac-Mégantic disaster, includ-
ing that the train had been parked on
a hill. “When people asked me here in
the Prairies about that, I said it’s pretty
hard to have a runaway train on the
flat Prairie,” he said.

In his PowerPoint presentation at the
Western Transportation Advisory
Council this spring in Winnipeg, Mr.
Cairns noted that governments
moved swiftly with new legislation and
regulations after Lac-Mégantic.
“These changes have made the trans-
portation of crude oil by rail safer,
without imposing constraints that are
too burdensome,” Mr. Cairns ob-
served. That included phasing out the
DOT-111 tanker cars that exploded in
the crash.

Dr. Prentice, however, cautioned
against enacting regulations based on
a single unique incident. “You see this
too often where one accident occurs
and all of a sudden everybody thinks
that’s the general case,” Dr. Prentice
said. “And we start getting regula-
tions that deal with something that re-
ally aren’t necessary.”

Safety expert Mr. Quilley isn’t a fan of

ALAN QUILLEY
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knee-jerk reactions to news reports ei-
ther. He favours an evidence-based
approach to evaluating and dealing
with risks. “Once you’ve identified
those and ranked them, then you go
to the federal government and say,
‘What is the value of these to the gen-
eral public, as opposed to me as an
operator?’” Mr. Quilley said.

One way to avoid a repeat of the Lac-
Mégantic disaster would be to build
more pipelines to carry oil so there’s
no need to carry it by rail. “It’s the only
right way to do it,” he said of
pipelines. “The only thing that holds
a railway car on the track is a three-
quarter inch flange on the inside of a
set of wheels, and gravity.” Yes, new
tankers cars mandated since Lac-Mé-
gantic are much safer, but not as safe
as pipelines. “How many valves do I
have on a hundred 65-foot cars? I
have 65 valves on those,” Mr. Quilley
said. “How many do I have on 6,500
feet of pipe? None.”

TRESPASSER DEATHS RISING

A more difficult challenge is dealing
with trespasser deaths, which totalled
499 from 2007 to 2017, accounting

for 91 per cent of rail-related fatalities,
noted the Railway Safety Act Review
report. Canada doesn’t keep statistics
on how many rail deaths are suicides.
However, a Transport Canada-funded
university study of 1999 to 2008 fatal-
ities estimated the suicide proportion
was 37.9 per cent. “In general, most
people don’t like to talk about it be-
cause they don’t want to give any-
body ideas,” Dr. Prentice said. “And
it is a problem. There’s no way I could
imagine how you would ever police
that. Are you going to put 10-foot
chain link fences all along the railway
everywhere?”

What is seldom mentioned is the toll
the tragedies have on those operat-
ing the trains, he added. Mr. Quilley
said when he was at CN, he talked to
train operators who had experienced
that “horrendous” tragedy. One
problem is that the railway might have
been built in a remote field a century
ago that is now bordered by human
occupation. It’s difficult to separate
people from the railways, which can
have an allure to children, for exam-
ple. Also thought to contribute to the
problem is that people are now often

distracted by their cellphones. 

Railways, assisted by governments,
have traditionally dealt with the mat-
ter through train and crossing aware-
ness initiatives. “I can only suggest
that more of that is better because I
really don’t think that you can physi-
cally protect those places,” Mr. Quil-
ley said. “It’s impossible. There are not
enough resources to do that.”

SAFETY MEASURES IMPORTANT

Among the concerns RAC identified
are a growing regulatory agenda, and
the fact that safety management sys-
tems are increasing carrier costs. For
that reason, RAC recommends that
safety management systems be more
performance-driven than prescriptive.

Mr. Quilley said “a good safety man-
agement system has performance
measures in it.” He cited two types of
regulations — ones that were per-
formance-based, such as requiring
safe access and egress to work sites;
and others that are more prescriptive,
such as a regulation detailing the
specifications of a ladder for scaling a
roof. “Both of those have value. But
neither one of them works unless you
measure,” Mr. Quilley said. But how
one measures is equally important, he
said: “Making sure people understand
that it’s a requirement and that they’ll
feel good if it’s done, and they won’t
feel so good if it’s not done.” It’s an
idea championed by management
guru W. Edwards Deming, widely
credited with inspiring Japan’s post
Second World War “economic mira-
cle.”

That principle of instilling good feel-
ings about safety can also be applied
to railway shareholders, Mr. Quilley
said. “You’ve got to tell your share-
holders that I’m balancing those few
cents that I’m not giving you on your
dividend, (and) I’m going to take that
money and make this a long-term in-
vestment in safety that you’re going to
be proud of.”

www.krplaw.ca
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shortlines given glimmer of hope
BY KEITH NORBURY

Canada’s shortline railways have long
sought help from the federal govern-
ment to level the playing field with
their major competitors in the trucking
industry. They have now glimpsed a
light at the end of that tunnel within
the conclusions of the 2018 Railway
Safety Act Review report that the Min-
istry of Transportation released this
May. In recognizing their “vital role” in
the country’s transportation system
and their challenges “in funding
safety-related infrastructure improve-
ments,” the report recommended that
the federal government’s Rail Safety
Improvement Program, or RSIP, “allo-
cate a portion specifically for grade
crossings” of non-Class 1 railways. The
report also recommended additional
government money for shortline infra-
structure to improve safety. Railway
Association of Canada, which repre-
sents more than 50 of Canada’s 60-
plus shortline railways as well as the
two Class 1s, welcomed the review re-
port.

STILL A LACK OF FUNDING

However, the Association remains
“discouraged at the lack of capital
funding programs dedicated to help-
ing shortline railways – an integral part
of Canada’s transportation system – in-
vest in their infrastructure,” RAC
spokesperson Alex Paterson said via
email.

The review report doesn’t place any
dollar figures on how much money the
railways should receive. However, it
does acknowledge the difficulty that
shortlines have had in accessing
money for grade crossing improve-
ments under RSIP. Of the 100 projects
funded in 2017−18, only two were
from shortlines compared with 48 from
the two Class 1s. (The rest were from
provinces and municipalities for road
portions of the crossing.)

“One shortline operator indicated that
they submitted 14 projects in 2017
and none were funded, and that they
were unlikely to try to use the program
in the future as the application process
required resource commitments, with
no benefit,” the review report said.

Dr. Barry Prentice, professor of supply
chain management at the University of
Manitoba’s I.H. Asper School of Busi-
ness, said railways have an argument
for federal money in that their rights-
of-way were there before the roads.

“It’s not up to the railway to facilitate
people crossing their lines per se,” Dr.
Prentice said.

COMPETITIVE DISADVANTAGE

Shortlines — which connect with Class
I railways, other shortlines and ports
— move about $20.3 billion worth of
freight annually, according to Trans-
port Canada’s 2017 annual report.
Non-Class 1 railways account for only
17 per cent of Canada’s railway track.

The average haul for Canadian short-
lines was 128 kilometres in 2016,
down from 140 km in 2015 and 243
km in 2007, according to RAC’s 2017

Rail Trends annual report. RAC defines
a shortline as a railway with less than
$250 million in annual operating rev-
enues.

Among Canada’s shortlines is Essex
Terminal Railway, which runs from
Windsor to Amherstburg, Ont., and
has 54 kilometres of track in total.
“Shortline railways are at an unfair
competitive disadvantage due to the
cost of maintaining trackage, bridges
and other infrastructure, while roads
and other infrastructure are provided
for the trucking industry out of tax-
payer dollars,” Terry Berthiaume, Pres-
ident and CEO of Essex, said by
email. “Shippers will most often natu-
rally choose the least expensive op-
tion.”

Louis Gravel, President of Montreal-
based Genesee & Wyoming Canada,
advanced similar arguments in a com-
mentary in the summer 2018 edition
of the RAC’s Interchange magazine.
“Already shortlines invest between 12
and 17 per cent of their revenues an-
nually for rail and tie replacement, un-
like the trucking industry, which uses
publicly funded infrastructure (roads
and highways),” Mr. Gravel wrote.
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RAILWAYS
Most shortline locomotives are from the 1970s. They can
be retrofitted with modern technology to be much cleaner,
but the financial costs are considerable, Mr. Gravel noted.
However, his railway has installed auxiliary power units,
which improve fuel economy significantly, on 85 per cent
of its fleet.

MUCH SMALLER MARGINS

Shortlines do receive a break from Canada’s locomotive
emission regulations adopted in 2017 because of their
lesser financial capacity compared with Class 1 railways. But
Mr. Gravel proposes financial assistance to help shortlines
meet the higher standards rather than just exempting them.

Mr. Berthiaume, whose railway was incorporated in 1902,
said that on top of providing grants or subsidies for specific
projects, government can help shortlines “by changing de-
preciation rules to provide for faster write-offs which are
available to the trucking industry.”

Malcolm Cairns, President of the Canadian Transportation
Research Forum, said the main challenges for the shortlines
are their much smaller margins than for the main freight rail-
roads, as well as problems with maintaining the track. RAC,
in its 2017 submission to the Railway Safety Act Review, said
shortlines typically have operating expenses in the order of
90 per cent of revenues, and allocate 10 to 12 per cent of
their annual revenues to capital. That compares with oper-
ating expenses of about 60 per cent of revenues for CN
and CP, which enables them to allocate 18 to 20 per cent
of their annual revenues to capital expenditures.

“As the weight of the railcars increases and as the mainline
railways build their track to a higher standard, the smaller
shortlines have to upgrade their track in order to be able
to carry heavier weight,” Mr. Cairns said. “They can run
more slowly over the short track, but there is a limit to how
far you can do that.”

SHORTLINE ADVANTAGES

Shortlines do have some advantages over their class 1
brethren. They have more labour flexibility than the union-
ized class 1 railways and fewer operating restrictions, noted
Mark Hemmes, President of Quroum Corporation, which
monitors the Western Canada grain transportation system
for the federal government. “They draw their staffing from
the local populace and they’re willing to work part time,”
Mr. Hemmes said. And, unlike a class 1 railway, a shortline
can park a train on its mainline in front of a grain elevator
parallel to a siding.

“There isn’t a possibility of another train coming through
because that was the train,” Mr. Hemmes said. “Now if it’s
a branch line that is being operated by a class 1 railway, the
same rules apply to a branch line as would apply to the

mainline so you can’t do that sort of thing.”

He estimated that shortlines originate five to eight per cent
of all the grain in Western Canada. The use of shortlines for
hauling grain is most prevalent in Saskatchewan, he said.
However, shortlines haul less grain than they once did, Mr.
Cairns said.

A REASON THEY’RE SHORTLINES

“They were branch lines that were really dogs and they’ve
been gotten rid of over the last two or three decades,” Mr.
Cairns said. ‘But there are some that were marginal, so they
tend to become feeder lines.” 

Dr. Prentice at the University of Manitoba said that “if the
traffic was sufficient they’d never have become shortlines.”
He noted that Transport Canada has five classes of track.
For freight, maximum speeds range from 10 miles per hour
for the lowest class, up to 80 miles an hour for top class. “If
your track is at 10 miles an hour, it’s probably in pretty bad
shape and you’re more likely to have an accident. But it’s
going to be an accident at 10 miles an hour,” Dr. Prentice
said.

Mr. Quilley said a problem for small employers is they lack
the resources of larger employers. For that reason, he calls
for the creation of safety associations “to help the little guy
because there’s no way they can do what needs to be done
on their own.”

When he worked in the municipal sector and chaired the
Alberta Health and Safety Association, the cities of Edmon-
ton, which had plenty of safety resources and personnel,
would help the smaller municipalities. “That’s a tough busi-
ness,” Mr. Quilley said of the shortline sector. “If it’s hard
for CN and CP, which are multibillion dollar corporations,
it’s real tough to run a railroad on a shoestring.”

Terry 
Berthiaume
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The grounding of Akademik loffe – lessons for Canada
BY K. JOSEPH SPEARS

On the morning August 24, 2018, the Russian-flagged and
owned ice-strengthened oceanographic vessel Akademik Ioffe
grounded on an uncharted rock in the west coast of the Gulf of
Boothia in Canada’s arctic waters.  With 106 passengers and 24 crew,
it remain grounded for over 11 hours according to a witness state-
ment, held in place by its thrusters under good weather conditions
and no ice. The vessel subsequently floated free and proceeded to an
anchored position south of Pearson Island in the central Arctic, where
she has remained for the past 11 days.  The passengers were success-
fully taken off the vessel by a nearby cruise ship on the morning of
August 25, before Coast Guard vessels arrived on the scene, and were
taken to the closest community, Kugaaruk, and flown by chartered air-
craft to southern Canada. Canada’s  JRCC Trenton, responsible for
search and rescue in the central Arctic, tasked two RCAF C-130 air-
craft from Trenton, Ontario and Winnipeg and as well as two RCAF
Cormorant helicopters from the east coast to the incident. It took over
9 hours for the first C-130 to arrive on scene. JRCC Trenton also
tasked two Canadian Coast Guard icebreakers to assist in this SAR
incident, CCGS Amundsen and CCGS Pierre Radisson. Once again
Canada has dodged a bullet with respect to a major marine incident in
the Arctic and luckily all of the passengers are safe. The present status
of the vessel remains unclear and little information has been released
by Canada with respect to the steps that are being taken to render the
damaged vessel seaworthy again.

Longtime arctic journalist Ed Struzik was aboard Akademik Ioffe
as a guest of the Northwest Passage Project, a research program funded
by the United States Academy of Sciences. Approximately half of the
passengers were researchers and members of a film production crew.
Mr. Struzik had this to say about the incident in a recent article in an
article, In the Melting Arctic, a Harrowing Account from a Stranded
Ship published in Yale University’s Environmental 360 on August 29:

Fortunately, Russian sister ship Akademik Sergey Vavilov came
to the rescue, as she happened to be in the area due to changes in
her routing. Still, it was a 16-hour wait before she arrived, and

another 15 hours for her to take us back to Kugaaruk (population
933) where we were to await planes that were being sent to take us
home.

We had been extremely lucky. Had the weather not worked in
our favor and had there been thick ice such as the kind we had sailed
through hours earlier, it could have ended up far worse.
(https://e360.yale.edu/features/in-the-melting-arctic-harrowing-
account-from-a-stranded-ship)

The vessel was under long-term charter to One Ocean Expedi-
tions, a Canadian company with offices in Squamish, British
Columbia which have chartered the vessel and her sister ship
Akademik Sergey Vavilov for many years for polar Arctic and Antarc-
tic expedition cruises. The grounding and subsequent   search and
rescue response, and salvage and vessel repair and transit out of the
Arctic raises many questions that are occurring with respect to the
increase in Arctic marine transportation and the increasing develop-
ing Arctic cruise ship operations and status of hydrographic charting
in Canadian Arctic waters. 

This is the third cruise ship incident in Canadian Arctic waters.
In March 2017 in Canadian Sailings, we wrote concerning the cruise
ship Clipper Adventurer that grounded 2010 Coronation Gulf in the
Western Arctic. In that grounding, there was a successful removal of
the passengers and crew by helicopter. The cost of salvage and pollu-
tion remediation exceeded $10 million, which became the subject of
a lawsuit against Canada by the vessel owners. The Federal Court of
Appeal held that the vessel owners were responsible for the grounding
and the $500,000 pollution response costs incurred by the Canadian
Coast Guard. 

At this time, salvage of Akademik loffe is underway and very little
information has been released by the government of Canada with
respect to this incident. To date, the Russian vessel owner, P.P. Shir-
shov Institute of Oceanology has released no information. The
charterer, One Ocean Expeditions, in its press release after its passen-
gers were removed indicated on August 28 that it would have nothing
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further to say until all of the investigations
and reviews have been completed. 

Here’s what we know. Less than 10 per
cent of the Canadian Arctic is chartered to
modern hydrographic standards and only
approximately 25 per cent of Canadian
hydrographic charts are considered modern.
The vessel was not on the planned route as
multiyear ice had drifted into the Arctic
Archipelago, which prevented the vessel
from embarking its passengers in Resolute
further north, and required it to seek an alter-
native community with a suitable airport to
pick up the passengers for the Northwest
passage project research group. The voyage
was marketed as “Pathways to Franklin” by
One Ocean Expeditions. 

The vessel did not have a Canadian ice
navigator. Under Canadian guidelines set out
by Transport Canada, the Russian master was
deemed to have experience in ice navigation,
and therefore qualified as an ice navigator.
There is presently no requirement for com-
pulsory Marine pilotage in Canadian arctic
waters. The vessel did not have forward-
looking sonar which might have detected the
unchartered rock. It was not using a scout
vessel with sonar to transit into unknown
and unchartered waters in this remote area.
(although the vessel carried 10 Zodiac inflat-
able boats). The waters in question are not
well travelled, and are well off the beaten
track for Arctic operations. At the time of the

grounding, the vessel was in open water.
Recently, the International Union of

Marine insurers (IUMI) released a position
paper on the lack of historical loss data. The
paper once again raised the question about
the lack of salvage capability and marine
response capability in the Arctic which keeps
marine insurance costs high, and each marine
risk is considered on an individual voyage
basis. In this case we have no knowledge of
whether or not a salvage tug has been sent.
However, the government of Canada appears
to be waiting for a damage assessment to be
completed which will require diving and
underwater capability. Once the damage
assessment is completed, a plan needs to be
developed to perform approved temporary
repairs, and repairs carried out, which may
take a while. The only way that can be done
is with onsite surface diving capability and
other underwater equipment and repair
materials that need to be flown to the vessel
via the nearest available airstrip at Kugaaruk
by chartered aircraft, and subsequently taken
80 km north by sea. Under Canadian legisla-
tion, there is no requirement to have
compulsory hull and machinery insurance or
proof of financial responsibility for marine sal-
vage. This is unlike the situation for marine
pollution liability.

Presently a Canadian Coast Guard
vessel is standing by the anchored casualty,
exposed to both ice and weather. This takes

away the Canadian Coast Guard vessel from
other resupply work and other operations,
and affects Arctic communities. 

There is a short six-week window to get
the vessel with temporary repairs to a south-
ern location. Even temporary repairs will
require materials to be flown in, especially if
the vessel hull has been holed in more than
one place. Given the size of the vessel, if the
vessel is taken south, the only Canadian dry-
dock likely available would be Chantier
Davie shipyard in Levis, Québec. In the case
of the Clipper Adventurer, the vessel was
towed to Poland for repairs. The salvage and
tow took two months. 

The movement of the vessel out of the
Arctic will require sign-off by the vessel’s hull
underwriters, classification society and most
importantly Transport Canada which is
responsible under the Canada Shipping Act,
2001 for the safety and seaworthiness of all
vessels in Canadian waters. If there is a pol-
lution risk, which there likely is, potentially
this will would be assessed concurrently with
an order under section 180 of the Canada
Shipping Act, 2001, with input from the
Canadian Coast Guard. Transport Canada
may also require an escort vessel/tug even if
the casualty proceeds under its own power. 

There is much that is still unknown
about this incident which continues to
unfold. Transport Canada recently
announced a marine incident response
regime as part of the overarching Oceans
Protection Plan. This incident will be a
good lesson to draw future regulations from.
This incident highlights need marine
response capability and the need for salvage
plans and pre-arrangements in Canada’s
arctic waters. Cruise ship operations in
Canada’s Arctic need to be reconsidered
carefully, and we must consider the lessons
learned when this vessel is successfully sal-
vaged and repaired. Without it, the next
incident may not have such a successful
outcome. It is clear that a warming Arctic
does not mean an ice-free Arctic. Canada
needs to be ready with a robust capability.
This incident provides a good opportunity to
look carefully and candidly at Arctic hydro-
graphic charting, vessel routing, marine
pilotage, prevention, pollution and marine
response and salvage capability. The next
time we may not be so lucky and suffer a
“Franklin” moment in the 21st century.

Joe Spears is the Principal of the Horse-
shoe Bay Marine Group and has
long-standing interest in Arctic marine
response which started with us Arctic SAR
incident 1980 which had a successful out-
come. Joe looked at Arctic Marine insurance
at Lloyd’s and the London market. 
Joe assisted in Canada’s submission 
to the Arctic Council Arctic Shipping
Assessment. Joe can be reached at
joe.hbmg2@gmail.com
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CSL Welland crew saves life in Lake Ontario rescue
operation

On August 25, 2018, the crew of CSL
Welland was involved in a rescue operation
that saved a man’s life. While transiting
through Lake Ontario off the coast of
Olcott, New York, crew members on watch
in the wheelhouse noticed objects floating
in the water. Captain Walters was immedi-
ately notified and communicated the
information to the Coast Guard. As the
crew members kept watch, it became
apparent that the objects were, in fact, two
people. The captain immediately activated
the general alarm, alerted the Coast Guard
and proceeded with an emergency manoeu-
vre of the ship to seek and rescue the
people. The entire crew immediately
deployed Man Overboard protocols and
procedures and took on the roles and
responsibilities for which they were trained. 

Meanwhile, a small fishing boat was
sighted in the area and was summoned by
the captain to assist with the rescue of one
of the individuals. The fishing boat was able
to rescue a conscious man, who was trans-
ferred onto CSL Welland.   The crew
provided the necessary first aid to prevent
shock and keep the survivor warm, dry and
hydrated.

CSL Welland crew located the second
person in the water and the ship’s rescue
boat was launched. The crew recovered the
visibly unconscious man into the rescue
boat and commenced administering CPR to
revive him. Because of the restricted space
in the rescue boat, the man was transferred
into the assisting fishing vessel and CPR
was continuously performed until the
arrival of the U.S. and Canadian Coast
Guards. Once on the scene, Coast Guard

officials boarded the fishing vessel and
attended to the unconscious man who was
pronounced dead shortly after. The
deceased man was transferred to the U.S.
Coast Guard Cutter and taken ashore. The
survivor was transferred from CSL Welland
to the fishing vessel and proceeded ashore
along with the U.S. Coast Guard.

Following the departure of the Coast
Guard, the Captain held a meeting with his
crew and commended them on their heroic
efforts. He also reminded them that their
active participation in regular drills was the

reason they were able to respond with such
speed and precision that helped save a life.

“We commend Captain Wilson Wal-
ters and his crew for this act of heroism that
is a true testament to the professionalism,
teamwork and courage of the crew,” said
Louis Martel, CSL President and CEO.
“Thanks to regular training and drills, CSL
Welland seafarers instinctively performed
their Man Overboard duties and did exactly
what they were trained to do. The emer-
gency operation explicitly demonstrated
that training and drills do save lives.”

Maersk Line expanding service between 
Montreal and Europe

Port of Montreal is delighted by the new Mediterranean-Mon-
treal Express service operated by Maersk Line, which commenced
service early in July. “This news strengthens the Port’s position as a
hub for the container market and will enable companies here to
trade with the world even more,” said Sylvie Vachon, President and
CEO of Montreal Port Authority.

In a press release, Karsten Kildahl, Chief Executive for Maersk
Line’s European Region, said: “With the new service in place, we are
confident that we can create opportunities for European and Cana-
dian businesses which will offer them improved transportation
solutions to cater for the demands of growing trade.”

Jack Mahoney, President of Maersk Line Canada, added: “With

one agreement in effect to fuel Canadian imports and exports in the
Atlantic and another one in the works for the Pacific, this represents
only favourable wind behind the expansion of our services in
Canada and enables our customers to reach new markets in Europe
and Asia.”

Specialized in container handling for over 50 years, the port of
Montreal is the only container port on the St. Lawrence and the
largest port in Eastern Canada. It has five container terminals. Sev-
eral regular services operated by the largest shipping lines in the
world now connect Montreal to every country on all five conti-
nents. 
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Don Krusel has been appointed Man-
aging Director of Port of Québec’s project
to build a container terminal. Mr. Krusel
was President and CEO of Prince Rupert
Port Authority for 25 years and under his
leadership, Port of Prince Rupert created a
new container port gateway for North
American trade, which transformed it from
a small and regional forest and agricultural
products facility into the fastest growing
container port in North America. Since
opening in 2007, the container port has
experienced annual compound growth of
over 19 per cent, and today is the 3rd
largest container terminal in Canada, han-
dling over 900,000 TEUs per year. 

Since retiring in September 2017, Mr.
Krusel has worked as a consultant and was
a member of Port of Québec’s expert panel
on the creation of a deepwater container
terminal. With this appointment, Mr.
Krusel will be fully engaged in managing

Don Krusel appointed Managing Director of 
Port of Quebec’s container terminal project

the container terminal—a major expan-
sion project for the Port of Québec.
“Bringing Don Krusel on board at this
decisive phase in the project is a strategic
move that will provide us with welcome
high-level leadership. His reputation in
the industry, his in-depth knowledge of
port operations, and his commitment to
the success of the container terminal are
all major assets that will help us get
Québec City’s deepwater container termi-
nal built,” said Mr. Girard, Port of
Quebec’s CEO.

Port of Québec has expansion plans
in the Beauport sector that would see 17
hectares of graded land added to adjacent
available lands, for an additional 610
meter wharf line with a depth of 16
meters, which is planned to be used to
build a new deepwater container terminal
to be a real alternative to the deepwater
ports of the Eastern Seaboard.

2018 may be a write-off as shocking H1 numbers 
all but sink the liner industry
BY MIKE WACKETT

Just halfway through the Q2 report-
ing period, some $650 million of red ink
has been reported by ocean carriers to add
to their  $1.2 billion deficit for  the first
three months of the year. To date, niche
operator Wan Hai is the only container line
to post a net profit for Q2, some  $9 mil-

lion, as other carriers face up to the nega-
tive revenue consequences of their market
share grab and inability to compensate for
fuel price hikes. But, according to Alpha-
liner, the root cause of the industry’s plight
can be traced back to the second half of
last year, with a rampant expansion of ton-

nage.
“The active fleet grew by 9 per cent in

the fourth quarter of 2017, and it swelled
by another 10.7 per cent in the first quar-
ter of this year,” said the consultant,
adding that this significantly above-
demand growth continued into the second
quarter, when  supply jumped another 8.2
per cent.

The impact of this flood of newbuild
tonnage on freight rates was considerable,
not only on spot rates, but also on contract
rates, while at the same time bunker prices
leaped by over 40 per cent. “Although
since June carriers have started to back-
track on their capacity expansion plans, at
the beginning of August overall active fleet
growth remained 7 per cent higher than a
year ago,” said Alphaliner. It noted that last
year, in an “unusual situation”, carriers did
not remove a single service in the tradi-
tional winter slack season, and
furthermore continued with their “aggres-
sive expansion” with the introduction of
new vessel capacity on east-west trade-
lanes, which combined with the injection
of “substantial capacity” on Asia to South
America and Asia to Middle East routes.

Of the carriers that have published

DON KRUSEL
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Full ships could lead to a more stable container
shipping market
BY MIKE WACKETT

Container spot rates on the major tradelanes were stable during
the last week of August, but with headhaul vessels running full and
cargo being rolled, rates are likely to spike soon. This week’s Shang-
hai Containerized Freight Index (SCFI) recorded a 3.3 per cent uplift
for rates to North Europe, to $959 per TEU, and a 0.7 per cent rise
for rates to Mediterranean ports, to $915 per TEU. One carrier
source told The Loadstar that all but a few of the weaker Asia to
Europe carriers were full, eastbound. “We are being selective on
what cargo we take,” he said, “at the moment we are not so much
interested in spot business as our contracts are keeping us busy.”

Indeed, this week a sailing from Asia to North Europe of
Maersk’s 2nd generation Triple-E, Mumbai Maersk, with a nominal
intake of 20,568 TEUs, claimed a world record for the most contain-

ers loaded onto a ship, with a cargo of 19,038 TEUs. The figure beat
the previous record of 18,215 TEUs held by the carrier’s 1st genera-
tion Triple-E, the Madison Maersk, in 2015. The achievement is all
the more remarkable as the Madison Maersk’s record came on the
backhaul voyage, thus the ship would have been topped up with
empty containers for repositioning in Asia.

Looking further forward, and designed to underpin rate levels
ahead of the winter slack season, this week saw THE Alliance
announce a number of blanked sailings from Asia to North Europe
and the Mediterranean, timed around the early October Golden
Week Chinese holiday period. Meanwhile, on the transpacific route,
shippers are seeing their containers rolled over – in some cases from
more than one sailing – as the peak season heats up, buoyed by U.S.

their Q2 and H1 results, South Korean container line HMM has
reported the biggest H1 loss, which, including its bulk shipping
sector, had hit  $371 million. Driven by national pride after the
bankruptcy of compatriot Hanjin Shipping in September 2016 and
an aspiration to regain its status as a global player, HMM’s carryings
surged by 17 per cent with the launch of new services, but this
came at the expense of its average freight rate, which plunged 8
per cent.

Indeed, according to a calculation by Lars Jensen, CEO and
partner at SeaIntelligence Consulting, HMM lost $167 on every
TEU shipped in the second quarter. After a disastrous half-year of

trading, carriers are now trying to appease concerned investors
with  a much more positive outlook for the third-quarter peak
season, as well as the slacker fourth-quarter.

Analysts tend to agree that the worst is now over for the liner
industry this year, as the spot rate market stabilises, providing a
sounder platform for new long-term contract negotiations. How-
ever, 2018 looks likely to be written off as another year when the
avarice of container carriers and a not unexpected rebound in oil
prices combined to destroy the industry’s P&L account.

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)
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retailers requesting orders to be brought for-
ward ahead of 1 September trade sanctions.

After a surge in spot rates in previous
weeks the Asia to U.S. components of the
SCFI paused for a breather before a likely
renewed spike in spot rates in the coming
weeks.

For Asia to the U.S. west coast, the
SCFI recorded a 1.9 per cent increase in
rates to $2,126 per 40ft, while for east coast
ports, rates edged up slightly by 0.4 per cent
to $3,329 per 40ft. Anecdotal reports sug-
gest that some shippers are being obliged to
pay a premium of $500-$600 per box to
guarantee shipment on nominated vessels.

Commenting on the current transpa-
cific capacity crunch on his LinkedIn blog,
Lars Jensen, CEO and partner at SeaIntelli-
gence Consulting, said containers being
shut out of sailings was, in the long-term, a
“positive development” for shippers. He
said the alternative of “continued excess
capacity, even in peak” had the conse-
quence of carriers blanking sailings “left,
right and centre”, and thus disrupting ship-
pers’ supply chains.  This he said was

“clearly not in the shippers’ interests”. He
added that although it was “early days”, the
current developments on the transpacific
could be seen as a precursor to a “more

stable market” on the route in the coming
years.

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

The worst is over claim box carriers that see signs of a
profit in Q3
BY MIKE WACKETT

After posting heavy losses for the first six months, ocean carri-
ers believe the worst is over and are optimistic of  profitability in
the  third quarter. Late August’s Shanghai Containerized Freight
Index (SCFI) reflects a generally positive message on spot freight
rates, particularly on the transpacific, which will add confidence to
the embattled liner industry.

At 891.83, the SCFI is up around 32 points on the same week
of 2017, with Asia to the U.S. the star performer among the routes
listed. Spot rates from Asia to the U.S. west coast were up another
$18 per 40ft to $2,096, and for U.S. east coast ports, there was a
jump of 6.9 per cent to $3,317 per 40ft. This compares with $1,659
and $2,592, respectively, a year ago.

Meanwhile, from Asia to North Europe spot rates ticked down
2.1 per cent on the week, to $928 per TEU, and for Mediterranean
ports, there was an increase of 1.6 per cent to $909 per TEU. Rates
for both routes are higher than 12 months ago, when North Europe
stood at $918 per TEU and the Mediterranean was $831 per TEU.
Moreover, there is some evidence that carriers are intent on tighten-
ing supply after the peak season by taking out capacity, a discipline
that was lacking last year, resulting in a collapse in rates and a weak
platform for carriers for the renegotiation of annual contracts.

Indeed, OOCL said that the Ocean Alliance intended to blank
two voyages to North Europe at the beginning of October to mitigate
the impact of weaker demand during the Chinese National Day hol-
iday, as well as two Asia-Mediterranean sailings. However, as well
as  tightening supply, carriers need to act responsibly on pricing in
order to halt their losses and put the liner industry on a sounder foot-
ing.  Freight rate benchmarking platform Xeneta has looked at the
“inefficient” attempts by  carriers serving Asia to North Europe to
implement FAK increases. It said the “almost monthly ritual” of rate
increases – at least six since the Chinese new year – only achieved
partial success in four instances, “reflecting their preference for
quantity over quality”, suggested Xeneta. Furthermore, it is not opti-
mistic about the carriers’ determination to hold firm on the latest raft
of FAK increases on the tradelane. It said the 1 August FAK hike had
already been partly eroded.

However, on the transpacific, Xeneta said carriers had been
“much more successful at lifting rates”, noting they had jumped by
27 per cent on the back of 1 August GRIs.

With around $700 million of losses reported so far in Q2, Asia-
Europe carriers will need to be as disciplined as they have been on
the transpacific if they want to salvage anything from 2018 trading.

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)
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Ripples from U.S.-China trade spat
begin to rock trade flows
BY IAN PUTZGER

The angry rhetoric between China and the U.S. and their tit-for-
tat imposition of tariffs on a rising number of goods are showing early
effects on trade flows. Project cargo and consumer items, led by perish-
ables, have been affected already and more will follow as companies
ramp up efforts to revamp their supply chains.

U.S. agriculture has been one of the first sectors to feel the impact.
Forwarders have reported a recent decline in charters and overall
cherry volumes to China after two rounds of tariff hikes (of 15 and 25
per cent) on imports of the stonefruit from the United States. Other
crops that have been hit include soybeans and sorghum.

U.S. pork exports to China suffered a double-digit slump in the
first half of this year – even before the full impact of the escalation in
tariffs. Beijing raised duties on U.S. pork to 37 per cent in April and
pushed them up to 62 per cent in July.

American seafood exporters are bracing themselves for pain after
China’s 25 per cent hike in tariffs on U.S. lobster, which raised them to
40 per cent overall. Last year over $142 million worth of U.S. lobster
was shipped to China.

Last month,  the U.S. administration announced $12 billion in
financial relief to farmers. Farmer associations welcomed the support
but stressed they wanted trade rather than aid that only provides short-
term relief. By some estimates, a comprehensive relief scheme for all
U.S. sectors hit by the tariffs would cost about $39 billion.

The tariffs also had an early impact on project cargo. Keith Settle,
CEO of Oregon-based Oxbo Mega Transport Solutions, reported a
slowdown in activity this year, which he attributes to tariffs as compa-
nies halt projects to see how the dispute unfolds. “It’s like somebody
hit a pause button,” he said.

Other project forwarders also report uncertainty and volatility.
Project owners and engineering companies are not sure where to
source equipment, hoping to avoid tariffs that would push up  their
costs significantly.

Supply chains for mass manufactured goods are not geared to
react immediately to tariffs, but this sector is beginning to show moves
to reduce the repercussions from them. “We’re starting to see some
impact, particularly with the next round of tariffs,” said  Neel Shah,
senior Vice-President, Global Air Freight of Flexport. “With a project, if

you have a chance to
delay the implementa-
tion or switch
supplier, you will do
it. It’s easier with
projects to shift. If
you procure a widget
for an ongoing produc-
tion, it’s a bit harder to
turn it off. Nothing hap-
pens overnight. Supply
chains take time to get in place.”

Reaction to the first round of tar-
iffs in April was minimal, he added. In part, this was because fewer
companies were affected, but also because most firms dealing with
China decided at the time to weather the storm and see if it would
blow over, he suggested. “With the next round to take effect, there’s a
bigger impact. I think in some sectors panic is beginning to set in,” Mr.
Shah said. This is most pronounced with companies that have little
pricing power or that operate with thin margins, he added.

The incipient moves will have some impact on the upcoming
peak season, but not a major one, he thinks. If executives feel a trade
war is the new normal, the industry will see a large shift in 2019, he
said.

If companies reconfigure their supply chains, countries like Viet-
nam, Malaysia and Thailand stand to benefit, Mr. Shah believes. And
some manufacturers are considering shifting production back to the
U.S., he noted.

For its part, China has also taken tentative steps to secure supplies
that have come from the U.S. to sources elsewhere. Edmonton Inter-
national Airport has seen some cherry charters to China this summer,
and the number of all-cargo charters from Halifax to China looks set to
go up in the coming months. China’s tariff on Canadian lobster dropped
to 7 per cent in July, just as the duty on U.S. lobster was nudged up to
40 per cent.

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)
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Worried business chiefs claim Trump trade tariffs 
are damaging the U.S. economy
BY IAN PUTZGER

American Airlines is scaling back its
China presence in a deteriorating market, the
latest sign of the clouds looming over U.S.-
China business. Worries are growing in the
U.S. business community about the escalating
trade conflict between Washington and Bei-
jing – almost 360 individuals are scheduled to
speak during six days of hearings in Washing-
ton on the next round of tariffs, with most
opposed to new levies.

The U.S. Chamber of Commerce has led
the charge with a sharp criticism of the
Trump Administration’s stance, stating that
“American businesses and consumers are
bearing the brunt of the emerging global trade
war”, and that the stand-off threatens to hurt
the U.S. economy. “By now it’s plain to see
that tariffs are inflicting harm on the Ameri-
can economy and will continue to do so
unless the Administration changes course,”
the organization declared on its website.
“The Administration is threatening to under-
mine the economic progress it worked so
hard to achieve,” commented the organiza-
tion’s President, Tom Donohue, in a
statement.

One U.S. sector that stands to be hurt by
the tariffs is the seafood and lobster business.
For some of the lobster fisheries, China
accounts for 20 per cent or more of their busi-
ness. As their Canadian competitors face far
lower tariffs, U.S. lobster fishermen expect to
lose out. This month, First Catch, a Chinese-
owned seafood forwarder based at Halifax
Stanfield Airport, mounted twice-weekly
B747-400 freighter flights from the Canadian
city to Changsha, in Hunan province.

International business leaders have also
warned about repercussions for the U.S.
economy as well as on global business.
Maersk CEO Soren Skou said tariffs would
hurt the U.S. more than the rest of the world.
Andrew Mackenzie, CEO of BHP Billiton,
added that other nations eager to trade with

China would fill the gap left by Washington,
while U.S. companies stand to lose out. He
also predicted that the rise of barriers against
trade would have a dampening effect on the
global economy. BHP has revised its own
near-term world growth forecast in light of
the anticipated negative impact of rising trade
protection. Instead of 3.5-4 per cent, it now
projects a rate of 3.25-3.75 per cent.

Even Norway is blaming the Trump
administration for a decline in visits by Chi-
nese tourists, which were down 15.2 per
cent in June. The country’s marketing
bureau, Innovation Norway, argues that this
is the result of extreme caution by Chinese
consumers in the face of the trade conflict
and the weakening of their currency. Negoti-
ations between U.S. and Chinese delegations
resumed in Washington yesterday,  after a
two-month gap, but nobody expects any sig-
nificant progress as no senior officials are
involved. Moreover, the U.S. government
seems emboldened by news of a weakening
Chinese economy.

One U.S. company less upbeat on China
is American Airlines. In a revamp of interna-
tional operations, the carrier is suspending
two China routes. American announced it
would suspend its Chicago-Shanghai flights in
late October. This follows the decision made
in May to stop flying Chicago-Beijing this
autumn. It is also scaling down frequency on
the Chicago-Tokyo sector. “These adjust-
ments to our Asia service are necessary in this
high fuel cost environment, said  Vasu Raja,
Vice-President of Network and Schedule
Planning.

Neel Shah, Senior Vice-President,
Global Airfreight at Flexport reckons the deci-
sion is due to lower passenger demand and
strong competition on the route. “As far as
cargo goes, it represents a very small sliver of
the total capacity between China and the U.S.
Midwest, so I would expect zero repercus-
sions, but it will remove one good express
option for smaller shipments,” he said.

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

Thai forwarders looking forward to a busy peak season
as ocean trade builds
BY SAM WHELAN

Freight forwarders in Thailand are preparing for a busy peak
season for ocean shipments. According to Sam Loke, Managing
Director of Pan Asia Logistics (Thailand), the market will soon start
ramping-up. “Late August onward you start to feel the crunch 

in terms of space constraints on certain lanes,” he told The

Loadstar.
“In Thailand, capacity is always short during the peak period.

With Christmas coming, certain lanes become full and this cycle
never changes, unfortunately, because buyers don’t want to stock up
earlier. It’s just something we have to manage.” As a result, he said,
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freight rates are “jacked up”, but he added
that, overall, market prices were “reason-
able”, even if a little higher than two years
ago. “That was really when sea freight
capacity was over-the-top and carriers were
slashing prices. The market is now trying to
recalibrate itself after all the consolidation,”
Mr. Loke said.

Founded in Singapore, Pan Asia Logis-
tics has deep roots in the automotive
industry, serving the big European car
brands and engineering firms. In January, its
forwarding and contract logistics units were
acquired by another Singapore-based logis-
tics player, TVS Asianics, which specializes
in auto, electronics and pharma  and  now
has 45 operating locations across 15 coun-
tries in Asia.

In Thailand, where a large majority of
Pan Asia’s business is ocean freight, Mr.
Loke said the company was diversifying
into the robust consumer goods market as
a buffer against the turbulent conditions in
automotive logistics. “The export market
is pretty rosy for Thailand right now,” he
explained.  “There are a lot of consumer
brands making drinks and packaged foods,
delivering mostly to Asia Pacific, and these
products nearly always tend to sell well,
whereas automotive exports can be up
and down, due to cyclical global
demand.”

Thailand’s buoyant export market is
reflected through the strong performance of
Laem Chabang port, which has seen
double-digit gains in recent years. In June,
terminal operator Hutchison Ports signifi-
cantly expanded port capacity with the

opening of Terminal D, which opens up the
possibility of  the first 14,000-TEU vessel
calls at Laem Chabang, a 40 per cent
increase on the previous limit. However, for
Mr. Loke, streamlining customs procedures
is just as important for improving container
supply chains. “You can bring in mega-con-
tainer ships, but the skill set of the people,
the administration and the time taken for
customs clearance are equally important,
otherwise there are bottlenecks in the over-
all turnaround time,” he said.

Meanwhile, Thailand’s ocean freight
market is yet to significantly benefit from
the country’s booming e-commerce sector,

ranked the highest in South-east Asia with a
market value of US$23.3 billion, according
to Mr. Loke. “E-commerce is unique, as cur-
rently you can see a huge influx of Chinese
goods being dumped into Asia and selling
very cheaply. But this is all coming in
by road and there’s very little ocean freight
at the moment.” One reason for this is the
greater customs scrutiny placed on both air
and sea freight, Mr. Loke said, which sellers
are keen to avoid since under-declaring
product value is commonplace.

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

A U-turn on scrubbers as Hapag-Lloyd rethinks its 2020
fuel strategy
BY MIKE WACKETT

Hapag-Lloyd has decided to trial scrubber technology on two
large container vessels early next year and says  the investment
“could be economically attractive”. Speaking during the carrier’s H1
earnings presentation, Chief Executive Rolf Habben Jansen said:
“We have decided to do a trial with scrubbers which will start in the
beginning of 2019 and depending on the results we may do more of
that.”

Hitherto, Hapag-Lloyd, together with Maersk Line, has made a
strong stand against scrubbers, which would enable vessels to con-
tinue to bunker with cheaper heavy fuel oil (HFO) after IMO’s 0.5
per cent global sulphur cap regulations comes into force on 1 Janu-
ary 2020. However, with several of the industry’s main players,
including MSC and Evergreen, now opting for scrubber technology,
Hapag-Lloyd is clearly concerned that it will become uncompetitive
unless it considers scrubbers, at least on some of its fleet.

“It looks like it is an investment that could be economically
attractive,” said Mr. Habben Jansen, but added that it was “physi-
cally impossible” to retrofit the global container fleet before the
IMO’s regulations start. He said  low-sulphur bunkering would,  in
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practice, need to start in the fourth quarter of next year, due to the
need to have compliant fuel in the tanks of vessels before the dead-
line.

Ships with scrubbers installed will potentially save some $200
per tonne on fuel and, with ultra-large container vessels burning
around 100 tonnes per day while at sea, the cost differential will be
significant. It has been calculated that the installation cost of  a
scrubber system – around $10 million for a large containership –
could be recovered within nine months, due to the significantly
lower cost of HFO.
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However, Mr. Habben Jansen said he did not expect to see a
“two-class society on Asia-Europe”. “Some scrubbers are being
ordered, but the vast majority of the vessels beginning 2020 will still
run without scrubbers, so the default scenario will be to run on com-
pliant fuel.” He added:  “I think we are going to see a quite long
transition period, while people try to find the right balance between
compliant fuel, scrubbers and LNG, where over time I think you will
see, especially on the newbuilds, that people will go more and more
towards LNG. “The older vessels will definitely run on compliant
fuel and then you have the newer vessels that could be converted,

but it will be a little bit depended on new regulations, as we still
think scrubbers is not a technology that is going to last.”

Mr. Habben Jansen said the carrier was “looking at the possibil-
ity” of converting at least one of its ships inherited from the merger
with UASC, by the retrofitting of LNG tanks, and if this was success-
ful, it could lead to the conversion of the other 16 vessels. He
also said it would be necessary to recover from shippers an additional
$100 per TEU to cover the higher costs and that this process needed
to start in Q4 of next year.

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

Rotterdam deal ensures low-sulphur fuel supply 
for Maersk box ships
BY MIKE WACKETT

Maersk Line has taken steps to ensure
its vessels are able to comply with the
IMO’s new low-sulphur regulations by
striking a deal for a dedicated 0.5 per cent
sulphur bunkering point at Rotterdam. The
long-term agreement with Dutch tank stor-
age operator Royal Vopak will, said
Maersk, prepare it for “the paradigm-shift”
of IMO rules on sulphur coming into force
in  January 2020, which will be “a game
changer for the industry”.

The facility, at Vopak Terminal
Europoort, wil enable Maersk to safely
blend, store and handle different fuel
types, “to ensure full compliance with the
0.5 per cent sulphur cap”, said the com-
pany. “We trust that this initiative will put
to rest some of the concerns the industry
has on fuel availability, as well as secure
our continued competitiveness in the
market,” said Niels Henrik Lindegaard,
head of Maersk Oil Trading.

IMO member states have raised con-
cerns that there could be insufficient
availability of LSFO (low-sulphur fuel oil)
by the switch over date and shipping lines
will need to have low-sulphur in the tanks
of their ships by  the fourth quarter next
year in order to be compliant by 1 January
2020.

Some of Maersk’s peers, including
2M partner MSC, have opted to  install
exhaust gas cleaning systems (scrubbers)
on new ships and MSC itself is engaged in
an $250 million scrubber retrofit pro-
gramme for its existing fleet. MSC’s Chief
Executive said the use of scrubbers was
“the right thing to do” and agrees  there
could be shortages of LSFO that could
impact the entire maritime supply chain.
Another factor influencing MSC and other
carriers opting to continue burning heavy
fuel oil (HFO), refined by scrubbers, is the

cost differential.
Currently, the price of LSFO is around

50 per cent higher than HFO, which will
give vessels with scrubbers a significant
unit cost advantage. Carriers that run their
fleets on LSFO  will be obliged to recover
the additional cost from customers, but –
as has been seen many times before – the
liner industry does not have a good record
in this area.

Attempts to recover extra costs associ-
ated with low-sulphur regulations in the
ECA regions of North Europe and the U.S.
were soon halted, and this year the so-
called EBS (emergency bunker surcharge)
initially rolled out across the board, was
soon nullified by rate discounting.

The container liner industry is divided
between carriers such as MSC, Evergreen

and HMM, which are opting for scrubber
technology, and Maersk and Hapag-Lloyd
which do not believe continuing to burn
HFO is the long-term answer. During
Maersk’s interim H1 earnings call, Chief
Executive Soren Skou said: “We don’t like
the solution [scrubbers].”

He added: “We think the sulphur
should be taken out of the fuel at the refin-
ery, where you have the big processing
plants. For us to build washing plants on
700 ships simply does not make any sense
to me.” Mr. Skou also advised that the
spike in the cost of fuel this year– blamed
for the industry’s disastrous H1 financial
results –  will cost Maersk Line “north of
one billion dollars” this year.

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



September 3, 2018 • Canadian Sailings • 49

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

Impact of IMO 2020 low-sulphur fuel rule will be 
“close to a perfect storm”, says Maersk
BY MIKE WACKETT

IMO’s 2020 0.5 per cent sulphur cap regulations could cost
shipping giant Maersk more than $2 billion a year. Simon Bergulf,
Director for Regulatory Affairs at AP Møller Maersk, recently  told
Bloomberg: “I wouldn’t call it a perfect storm, but it’s close.” Maersk
Line, along with a number of its peers have decided against retro-
fitting their ships with exhaust gas cleaning systems (scrubbers) that
would enable vessels to continue burning cheaper heavy fuel oil
(HFO) from the 1 January 2020 deadline. However, liner rivals, such
as Maersk’s 2M partner, MSC, and carriers HMM and Evergreen are
proceeding with a scrubber strategy for their fleets.

The carriers are attracted to the speedy return on the scrubber
investment and thereafter the unit cost advantage over fuel-compli-
ant rivals. Indeed, the around $10 million capital expenditure for
installing scrubber systems on an ultra-large container vessel could
be recovered in less than 12 months. This is based on Mr. Bergulf’s
estimate of a $700,000 cost difference per voyage, and using the cur-
rent spread differential between the fuels.

Maersk’s fuel bill last year was a staggering $3.4 billion and
speaking during the company’s Q2 earnings call on 17 August, Chief
Executive Soren Skou advised that the rise in the price of fuel this
year would cost “somewhere north of $1 billion extra”.

The carrier was unable to recover the full extent of the fuel cost
increase from shippers, despite announcing an emergency bunker
surcharge (EBS) in June, due to continued volatility in the container
market and the absence of surcharge clauses in some contracts. It
follows that analysts remain unconvinced that carriers will be disci-
plined enough to pass on the extra cost of low-sulphur fuel oil
(LSFO) to their shipper customers. Moreover, carriers that opt by
default to power their ships by low-sulphur fuel will need to start fill-
ing their tanks with compliant fuel well before the 1 January 2020
start date of the regulations.

Thus they will also look to recover this cost from shippers in
advance of IMO 2020. Recovery will prove more difficult if some
carriers, with scrubber technology installed on their ships, have no
need, or are unable to justify surcharging for the extra cost of com-
pliant fuel. Nevertheless, despite the growing interest in scrubbers
by some carriers, according to Alphaliner the percentage take up of

ships retrofitted with the systems will be low by the deadline.
According to the consultant there are currently only around 25 con-
tainerships fitted out with scrubbers and it estimates that the
number of vessels with scrubber technology installed by January
2020 will be “below 200 units” out of a global fleet of more than
5,300 vessels.

The jury is out on what the difference between HFO and LSFO
will be in 16 months’ time: the current price of a tonne of HFO is
around $425, compared to $645 for LSFO, with some predicting the
spread will increase while others that it could narrow given the shift
in requirement.

Another issue is the uncertain availability of the two fuel types
come January 2020 and MSC has flagged this up as one of the rea-
sons why it wants to pursue its scrubber strategy. Meanwhile, in
order to ensure availability of LSFO for its vessels Maersk has
recently inked a deal with Dutch refiner Vopak for a facility at Rot-
terdam that could cater for around 20 per cent of its global bunker
needs.

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)
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Drone Delivery Canada pilots the drive for more drone
delivery trials in Canada
BY IAN PUTZGER

Drone deliveries have taken a few
steps forward this summer in Canada. The
latest step came last week, when Transport
Canada gave the green light to Drone
Delivery Canada (DDC) test flights
“beyond visual line of sight” in the
province of Quebec.

The tests, which run for a week, con-
stitute the first phase of the Canadian
drone developer’s Remote Communities
Project, to be followed up by further test
flights over a two-week period next
month.

The company was selected by the
national regulator in early June for
the  pilot project that aims to bring new
delivery services to remote communities in
the north. This particular project will
involve test flights with drones carrying
letters, packages and medical deliveries to
the town of Moosonee in northern
Ontario.

Taking supplies to remote communi-
ties is a key element of the push for drone
deliveries in Canada. Many of these com-
munities currently receive supplies by
airfreight or via  winter roads. There are
about 1,000 such communities across the
Canadian North.

Initial trials for DDC involve the com-
pany’s Sparrow drone, which  can carry
payloads of 5kg. It was the first type of the
company’s line-up to obtain government
approval. In  December it was certified
compliant by Transport Canada with the
agency’s UAS standard. DDC has since
obtained approval to proceed with trials for
a larger model that has a range of up to 60
kms and can take payloads up to 11 kg.
The larger unit uses a system that allows
traditional loading as well as a ‘tethered’
deployment system designed with urban

settings in mind. The payload is lowered
by tether while the drone hovers about
100ft in the air, never touching the
ground.

The company’s drone park is about to
expand with the addition of a larger model
designed to carry pallet-sized shipments. In
March, DDC revealed that it was working
on a unit with a payload of up to 180
kg  with a range of 150 kms. Testing is
slated to commence late this year.

DDC has pursued a dual development
strategy to build drones as well as a propri-
etary software system for flight
management. The idea is to offer this logis-
tics platform as a service package to
government and corporations.

The medical field has provided much
impetus for trials with drone technology in
Canada. This month  the Public Health
Agency of Canada nominated DDC to con-
duct a pilot project to determine the
feasibility of drone delivery to improve

access to blood-borne infection-testing in
isolated communities. This would  involve
drones equipped with climate control tech-
nology to monitor temperature and
humidity as well as the creation of security
protocols to protect patient confidentiality.

While the domestic arena is
driving  DDC’s activities at this stage, the
company’s management has ambitions to
take the concept beyond Canada’s borders.
In May, it announced a partnership with
Toyota Tsusho America. Together the pair
wants to conduct flight testing and identify
international markets for DDC’s drone
delivery platform.

Earlier this year, DDC completed a
series of test flights at Griffiss International
Airport near Rome in New York state. The
U.S. airport is a designated test site for
“beyond visual line of sight” trials in non-
segregated, active airspace.

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

High-flying DHL Express boosts its freighter fleet with
five ex-Etihad A330Fs
BY ALEXANDER WHITEMAN

DHL Express has expanded its fleet with five new A330
freighters, aircraft let go by Etihad as the Middle East carrier
cuts  back its cargo-only operation. Etihad began grounding  its
A330-200s late last year, the final freighters being put into storage
in early January.

According to reports, DHL Express subsidiary EAT Leipzig
took delivery of one of the A330-200Fs in late August, which was

sporting DHL Express livery. A spokesperson for DHL Express con-
firmed to The Loadstar it had acquired five  aircraft and taken
delivery of one so far, adding: “The purchase of these aircraft is part
of our normal fleet replacement and capacity upgrade programme.
They will join the fleet of approximately 250 dedicated cargo air-
craft and fly various routes as business dictates.”

The Express unit remains the global integrator’s star performer,
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with revenue up 7.9 per cent in the second
quarter, on the back of what it described as
“sustained growth in volumes”. This in
turn pushed up operating profit by more
than 10 per cent for the three months to
June, which it put down to “strict yield
management” and “continuous” network
improvements.

The company added that  the strong
growth in earnings would “enable the divi-
sion to utilize its unique global express
network even more efficiently”. The  suc-
cess of  Express was dampened by higher
costs and investments in its Post-e-Com-
merce-Parcel division, which dragged
down overall first-half profits.

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

Intermodal wrangles just making the pain worse for
U.S. shippers using rail
BY IAN PUTZGER

For long-suffering rail customers in the U.S., further grief is on the
horizon. From September 17, those which have to move traffic across
Chicago on Union Pacific and CSX will face a costly slalom on nearly
200 routes. The two Class One rail companies are scrapping transfers
on 197 origin/destination pairs next month, after they failed to reach
an agreement how to handle changes brought about by the eastern car-
rier’s shift to precision railroading. As a result, shippers have to make
their own arrangements to move the boxes across the Chicago area in-
between the respective rail sections.

Not surprisingly, it is yet again the Chicago area that emerges as a
stumbling block for shippers using rail. To move through this notorious
bottleneck they face a choice of either longer transit times or paying
hefty fees: to the railroads for offloading and re-loading their cargo and
to truckers hauling it between the pair. Drayage rates range from $80
to $300.

Most shippers will have to grit their teeth and bear the misery, as
alternatives are few and far between in an exceedingly tight market. In
July, drayage capacity utilization was at twice the normal level for this
time of the year, and it is expected to get even tighter into the peak
season. Using alternative rail carriers – where possible – is equally chal-

lenging, given strong loads in this mode. Moreover, the rail companies
have struggled with performance.

A year ago service complaints filed with the Surface Transporta-
tion Board doubled. Average train speeds have deteriorated steadily and
are down 5 per cent from the beginning of the year. According to the
American Trucking Association, truck tonnage was up 8.6 per cent in
July. The CASS Truckload Linehaul Index for the month is up 10.2 per
cent, and has now risen year on year for 16 consecutive months.

The U.S. trucking sector is squeezed by a combination of strong
demand, driver shortages and the impact of the electronic logging man-
date that has stretched transit times and made truckers reluctant to
take on shipments that might push the envelope.

Above all, however, the U.S. economy has kept chugging along.
July marked the 23rdconsecutive month of growth in the Purchasing
Managers Index, with 17 out of 18 manufacturing sectors in expansion
mode.

Intermodal numbers also reflect a robust market, although they
lag trucking growth. The Intermodal Association of North America has
reported a 6.8 per cent rise in traffic for the first seven months of this
year, with marine container volumes up 6 per cent and domestics inter-
modal containers 6.2 per cent higher than a year ago. Six major
intermodal lanes registered double-digit growth in the first half of the
year, according to the organization.

The CASS Intermodal Price Index for July was up 12 per cent,
having registered increases for 21 consecutive months. In light of the
current trends, this upward trajectory is likely to continue in the
coming months.

In an earnings call following the release of its second-quarter
results, the management of Hub Group expressed expectations of a
very strong peak season. For the intermodal services firm, the market
has been good. Revenue in the second quarter rose 28 per cent and
operating income soared 93 per cent, while the gross margin was up
34 per cent.

For shippers, the peak season is more likely to be a nail-biter, with
painful logistics cost increases.

Reprinted courtesy of The Loadstar (www.theloadstar.co.uk)
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DP World posts a strong first half as its customers
wallow in an ocean of red ink
BY MIKE WACKETT

DP World saw revenue jump 14.4 per
cent, year on year, in the first six months to
$2.6 billion, as the company’s core con-
tainer terminal business benefited from the
upswing in global trade. Net profit for the
period was $593 million, 2.1 per cent down
on the year before, which it attributed to
the “illegal” seizure of its Doraleh terminal
by the Djiboutian government, and the con-
solidation into the accounts of its Santos
facility, previously treated as an equity-
accounted investee.

DP World’s strong performance is
a  contrast to its shipping line customers
which are reporting substantial losses for
the period. Moreover, its consistently robust
performance has found favour with the
credit ratings agencies, Moody’s and Fitch,
which have both upgraded DP World by
two notches in the past two years. Volumes
handled across its portfolio of terminals
increased 4.8 per cent to 35.6 million
TEUs – 6 per cent on a like-for-like basis.

DP World Group chairman and CEO
Sultan Ahmed Bin Sulayem said: “Our bal-
ance sheet remains strong and we continue
to generate high levels of cash flow, which
gives us the ability to invest in the future
growth of our current portfolio and the flex-
ibility to make new investments should the
right opportunity arise.” He added that
although the near-term outlook “remains
uncertain”, due to the escalation of tit-for-
tat trade wars and “geopolitical headwinds
in some regions continuing to pose uncer-
tainty to the container market”, its half-year
performance had left DP World “well
placed”. He added he also expected to see
increased contributions from recent invest-
ments.

The Dubai-based company surprised
the industry last week with  a deal worth
around $760 million to acquire leading
European feeder specialist Unifeeder from
its private equity owners. This followed
other “strategic acquisitions in complemen-
tary and port-related businesses” this year
by DP World, which claims  “global trade
enabler” ambitions.

Sector by sector, DP World said, its
Middle East, Europe and Africa region expe-
rienced “mixed” market conditions,
revenue up 15.5 per cent, with Europe
“strong” but volumes in the UAE were
“flat”. Asia Pacific and Indian sub-continent
market conditions were “stable”, with
volume growth of just 1per cent and a rev-
enue improvement of 4.6 per cent.

Although  Australia and Americas
throughput grew 18.2 per cent on a like-for-
like basis, the region was described as “flat”
after discounting the consolidation of DP
World Santos.  Revenue was up 18.7 per
cent, but by just 2.9 per cent on direct com-
parison with the previous year.

The price being paid by DP World for
Unifeeder is several times higher than the
usual eight-to-ten-times-EBITDA  rule of
thumb for acquisitions, but it sees the move
to the other side of the fence, albeit that it
already had a small involvement in the mar-
itime container transport sector through its
ownership of P&O Ferries, as a key part in
its growth aspirations.

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

COSCO’s ‘hard-won’ slim profit in H1 boosted by its
terminal business
BY MIKE WACKETT

COSCO Shipping Holdings has reported a net profit of
Rmb40.8 million ($6 million) for the first six months of 2018, but
the result was skewed by the contribution from terminal business.
Chinese state-owned carrier COSCO saw liftings soar by 12.4 per
cent in the first half of this year, compared with 2017, to 11.2 mil-
lion TEUs, but revenue from liner services increased by only 1.3 per
cent to Rmb42.4 billion.

COSCO said that the slim profit was “hard won” from an above-

industry par performance and a contribution from the terminal busi-
ness. Cosco mainly blamed  the rush in the delivery of newbuild
ultra-large container vessels and added that its results had been neg-
atively impacted by “surging bunker prices”. It said: “Due to the
concentrated delivery of large container vessels during the period, the
growth in global capacity exceeded the growth in demand.”

COSCO’s $6.3 billion majority stake acquisition of Hong Kong-
based Orient Overseas International (OOIL), the parent of carrier
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OOCL, was completed in mid-July. The
combined Cosco and OOCL fleet, with a
capacity of 2.8 million TEUs, propelled the
merged entity ahead of CMA CGM in the
carrier rankings to third place, behind
Maersk and MSC.

Cosco has also now become the de
facto lead line of the Ocean Alliance, which
also comprises CMA CGM and Evergreen
as vessel-sharing members. Cosco has
pledged to keep OOCL as a separate brand
and that the sales and customer services for
the two carriers would “remain
unchanged”.  But it has clarified that back
office functions would be “gradually opti-
mized”, which it said would include “route
networks, information systems, container
fleets and supplier procurement”. 

OOIL reported a net loss of $73 mil-
lion for OOCL in the first six months, which
it attributed to higher fuel costs. However,
in a similar fashion to its new parent, it was
aggressive in its sales, recording volume
growth of 11 per cent and 17 per cent,
respectively, on the transpacific and Asia-

Europe tradelanes, but not matching that
with sufficient growth in turnover to miti-
gate the impact of soaring fuel bills.

Referring  to the OOIL interims, new
Chairman Captain Xu Lirong said he

believed that with the acquisition of OOCL,
the new entity would “exert great influence
in the market”.

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

HMM stays bullish as it sinks deeper into the red, and
vows it can cut costs
BY MIKE WACKETT

HMM recorded a net loss of $215 mil-
lion in the second quarter, taking the South
Korean ocean carrier’s deficit to a massive
$371 million at the half-year stage. The
restructured container line increased liftings
by 17 per cent, year on year, in Q2, to 1.15
million TEUs, which it attributed to its
“sales expansion efforts” including the
launch of its standalone Asia-North Europe
loop and larger tonnage on the Asia-South
America tradelane. HMM also improved its
load factor across its network to 79 per
cent, up from 75 per cent the year before,
but lower freight rates caused  revenue to
fall by 8 per cent in the first six months,
compared with  the previous year, to $2.1
billion.

Like many of its peers, the carrier was
hit hard by the rising cost of fuel and was
unable to recover sufficient bunker sur-
charges to mitigate the impact of a 27 per
cent hike in bunker prices.

HMM said it “expected higher freight
rates” through the peak season and aimed
to improve profitability by “rationalizing
service routes” and reducing bunker costs
through slow-steaming. And, it said,  it
would “continue its efforts to secure addi-
tional cargo volume before taking over the

newly-ordered eco-friendly mega-container-
ships”. HMM has placed an order with
South Korean yards for twelve 23,000-TEU
and eight 14,000 TEU vessels for delivery
in 2020, which will be fitted with scrubbers
to burn lower-priced heavy fuel oil. 

The carrier said it would “do its
utmost to attain competiveness as one of
the top global carriers by improving its cost
structure and reducing operating costs

through fleet expansion and securing termi-
nal assets”. It added a  cautionary note
however: “Cargo volume is likely to fluctu-
ate due to changes in the international
situation.” Presumably a  reference to the
escalating tit-for-tat trade war between the
U.S. and China.

Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)
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Zim follows Q2 loss-making trend,
embarks on new strategy
BY MIKE WACKETT

Zim is the latest box line  unable to
buck the industry trend of red ink in the
second quarter, recording a net loss of $33
million. The Israeli ocean carrier blamed
“instability and volatility” in the container
market – specifically, lower freight rates and
increases in bunker and charter costs.

President and CEO Eli Glickman said:
“Q2 18 was characterized by the continued
rise in fuel prices and chartering rates, as
well as low freight rates, all with a negative
impact on the results of carriers, including
Zim.” Zim  opted for market share growth
over revenue, increasing liftings to 772,000
TEUs, up 17 per cent on the same period of
2017, but turnover only grew 7.7 per cent,
to $803 million, due to a 10 per cent
decline in average rates to $907 per TEU.

After recording a net loss of $67 mil-
lion in the first six months, Zim is focusing
on slashing costs by collaboration with com-
petitors  and  hiking average revenue per
slot.

It hopes to achieve the latter by the
launch of more premium services. In addi-
tion, the Israeli ocean carrier’s strategic
cooperation with its 2M partners, Maersk
Line and MSC, on the Asia-US east coast
tradelane, will see six loops consolidated
into five from 12 September.

Under the four-year deal with the 2M
alliance, Zim will drop one of its strings and
purchase around 3,000 slots each  week
from Maersk and MSC. As a result, on the
expiry of time charters, Zim will be able to
hand back six panamax ships to owners,
saving some $22 million a year in charter
hire, besides substantial fuel and port costs. 

Zim’s President and CEO, Eli Glick-
man, said: “This agreement is expected to
bring considerable efficiencies and savings,
along with a far improved service portfolio,
supporting Zim’s strategy, going forward.”

On August 29  Zim announced an
upgrade in its own India Med Express Line
(IMX) service, also starting  next month.

Maersk ‘back in control of costs’ after poor first half
By Mike Wackett

Maersk said that in the second quarter it had “taken back control
of its unit costs” after a poor Q1 and now it “had to improve results”
in the second half. Chief Executive Soren Skou said the third quarter
had “started strongly” and ships were running with good load factors.
“We know freight rates will be higher,” he added.

The Danish transport and logistics group recorded a net loss of
$85 million in Q2, excluding its discontinued energy business, taking
the deficit to $305 million for the half year.

Maersk saw its consolidated turnover jump by 24 per cent in the
second quarter, compared with the same period of 2017, to $9.5 bil-
lion, and by 5.7 per cent, excluding the effect of Hamburg Süd, but its
earnings were dragged down by a 28 per cent hike in fuel costs and a
1.2 per cent decline in average freight rates.

Revenue from its ocean sector, which includes Maersk Line and
its subsidiaries but excludes terminals, logistics and towage, came in
at $6.95 billion, up from $5.5 billion the year before, for an
EBITDA (Earnings before Interest, Taxes, Depreciation and Amortiza-
tion) of $674 million ($876 million). The carrier also included $783
million of “other revenue” related to demurrage and detention
charges, but mainly from the slot charter agreement with HMM on
Asia-Europe.

The increased price of bunkers, at an average of $401 per tonne
in the quarter, added $260 million to Maersk Line’s costs, said Mr.
Skou, who estimated that the carrier’s extra fuel bill would be “north
of $1 billion” this year.

He  said the integration of Hamburg Süd was “very much on
track” and had already resulted in around $140 million of synergies

savings.  He added that estimated  yearly  synergy savings from the
acquisition had been upgraded to between $350 and $400 million.

Vincent Clerc, Chief Commercial Officer, said customer reten-
tion for Hamburg Süd was “better than we expected”, endorsing
Maersk’s “soft touch” in the takeover of the Latin America specialist
carrier.

Maersk Line’s capacity at the end of Q2 of 4 million TEUs con-
sisted of 2.5 million TEUs of owned vessels and 1.5 million of
chartered-in ships, which is down from around 4.1 million TEUs oper-
ated at the end of 2017.

Soren Toft, Chief Operating Officer, explained that chartered
ships had been off-hired to reach the optimum 4 million TEU level,
adding that further cuts could follow “on services that we don’t
believe are making a contribution”.

APM Terminals, now included in the Towage & Terminals unit,
saw throughput increase by an above-industry par 7.6 per cent to 4.2
million moves during the quarter. This was due to new Hamburg Süd
business and collaboration synergies with Maersk Line. The unit won
nine new contracts in Q2, while four were terminated – a positive net
impact of 300,000 moves on an annual basis. 

Meanwhile, 3PL Damco, now included in Logistics & Services,
saw its profitability “negatively impacted by higher IT costs”.

Commenting on Maersk’s Q2 result, Lars Jensen, CEO and part-
ner at SeaIntelligence Consulting, said: “In the industry context of an
overall depressed loss-making market – where rate increases do not
match fuel cost increases – they have performed well.”

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

The carrier is claiming its  “fastest-on-the-
trade” rotation, between Sri Lanka, India
and East Mediterranean ports, will reduce
“significantly” headhaul transit times at
some ports “by a week to 10 days”. Zim’s
Executive for the sector, Rani Ben-Yehuda,
claimed: “Zim now offers the fastest and
most reliable service between the India sub-
continent and the Eastern Mediterranean.
We continue to upgrade and improve our
services, as part of the Zim vision and our
customer oriented approach.”

Zim transported 1.47 million TEUs up
to the end of June, representing a 17 per
cent increase on the same period of
2017.  However, its volume growth was
achieved at the expense of revenue, which
improved by only 11 per cent to $1.55 bil-
lion, achieved from a 6 per cent decline in
its average rate to $922 per TEU. With fuel
prices up by around 40 per cent, together
with the jump in charter costs, Zim’s
growth strategy for 2018 proved to be a
recipe for a trading deficit – similar to most
of its liner peers. However, with the 2M
deal and its new premium focus, it would
appear now that the carrier has decided on
a more judicious growth policy.

Reprinted courtesy of The Loadstar
(www.theloadstar.co.uk)
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At CN we’re investing in all aspects of our business - from  
infrastructure to innovation - to give you the supply chain  
advantage you need to stay competitive in the global marketplace.
Reach out to us and reach farther than you thought possible. 


