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Garments & apparel
Year end analYsis

Trump presidency viewed as plus 
as ports seek infrastructure gains

By Paul Scott Abbott, AJOT

Having Donald Trump in the 
White House is apt to help advance 
infrastructure improvements at ports 
and throughout the U.S. 
supply chain, according to the 
head of the American Asso-
ciation of Port Authorities.

“We do fully expect that 
it’s going to take a combination 
of sources and resources at the 
local, state and federal levels, as 
well as private sector,” AAPA 
President and CEO Kurt Nagle 
said Dec. 6 in response to a question 
from the American Journal of Transpor-
tation. “Certainly, President-elect Trump 
has talked very vocally about desire to 
rebuild America’s infrastructure, talking 
about up to $1 trillion 
of an infrastructure 
package in the new 
Congress.”

Nagle noted that, 
at a Dec. 1 rally in Cin-
cinnati, Trump explic-
itly talked about the 
need to deepen U.S. 
harbors to accommo-
date larger vessels.

“So we think 
there is a recognition 
by the new adminis-
tration and certainly in 
Congress, by what we 
saw from the FAST 
Act and hopefully a 
water resources bill 
this week, that we 
need to invest in not 
just our overall infra-
structure but certainly 
our transportation 
infrastructure and 
specifically our freight transportation 
infrastructure if we’re going to be able 
to compete internationally,” Nagle 
continued. “It’s obviously a priority 
that the president-elect has stated.”

Nagle said he is “extremely 
encouraged” by Trump’s expressed 
commitment to freight infrastructure, 

including through anticipated 
introduction early in his admin-
istration of a freight infrastruc-
ture funding package.

Nagle made the comments 
in a teleconference linked to 
release of a report from the 
American Association of Port 
Authorities and the American 
Association of State Highway 

and Transportation Officials. 
Interestingly, the other AAPA par-

ticipant in the teleconference, M. Kath-
leen Broadwater, deputy executive 
director of the Maryland Port Admin-

istration and 2015-
16 chairwoman of 
AAPA’s Legislative 
Policy Council and 
Freight Task Force, 
refused to comment 
on the impact of a 
Trump presidency, 
firmly stating, “I 
have no opinion on 
that topic.”

The newly released 
report, “The State of 
Freight II: Implement-
ing the FAST Act 
and Beyond,” says 
“freight took a major 
step forward” with 
the December 2015 
signing into law of the 
Fixing America’s Sur-
face Transportation 
Act. But, the report 
says, “the promise of 
a 21st century freight 

network has yet to be fulfilled.”
“Just six months after passage of 

the FAST Act, with over $258 billion in 
identified freight projects from just 18 

Kurt Nagle, president and CEO 
of American Association of 

Port Authorities, sees a Trump 
presidency as favorable for port 

infrastructure. 
(Photo by Paul Scott Abbott, AJOT)

(PLUS – continued on page 13)

2016 - a year in review: 
“For the first time ever all 
shipping sectors went bad”

By George Lauriat, AJOT

Everything old is new again. 
Liner shipping, like all other sec-

tors, suffered a bad year in 2016 and 
prospects for 2017 are just as dim. 
It’s curious that it was the first 
year in living memory that every 
shipping sector was simultane-
ously depressed and there was 
no in-house innovation around 
the corner – like a switch 
from sail to steam or (later) 
steam to oil power or, more 
recently, the introduc-
tion of containerisation – to provide 
future relief. It simply was a bad year 
all around.

The title and the words above, 
sans 2016 and 2017, were the opening 
paragraph of a 1982 year-end wrap up 
on shipping published in the February 
10, 1983 edition of the Hong Kong-
based Far Eastern Economic Review. 
It was a depressing article about poor 
returns, shifting alliances [liner con-
ferences], excess capacity, mergers 
and bankruptcies. 

But the story serves as a reminder 
that we’ve sailed these seas before 
and the author was wrong in 1982 and 
would be wrong again today, despite 
the temptation to write, “For the first 
time ever all shipping sectors went 
bad.”  In reality 1982 wasn’t the first 
time nor will 2016 be the last time, 
but understanding underlying causes 
could prove useful in making the dips 
a little more palatable.  

The year 2016 was indeed a very 
bad year for liner shipping and the 
prospects for year 2017 seem dim 
albeit with numerous caveats that 
could alter any prognostication. 

Like the year 1982, container-
ship operators are not alone in their 

distress as virtually every sector from 
tankers to bulk and break bulk carri-
ers are all bumping along the bottom. 

Mitsui OSK Lines’ CEO Junichiro 
Ikeda, who was around a half-
year at the helm, pretty much 
summed up the sorry situation, 
when in January 2016 he wrote 
in the New Year Message, “Our 

business climate remains 
severe. Fleet oversupply is 
still an issue, and we see few 
prospects for recovery with 

the Chinese economy slowing down 
and markets stuck at historically low 
levels for both containerships and dry 
bulkers. The drop in crude oil prices 
does provide a tailwind with the twin 
benefits of reducing bunker costs and 
spurring the tanker market. However, 
low crude prices also raise concerns…
we cannot realistically expect favor-
able conditions will go on forever in 
the tanker market.”

Ocean shipping has with annoy-
ing regularity pitched into depression 
and risen again from the depths, only 
to repeat the pattern all over. Admit-
tedly, with each gut wrenching, nause-
ating cycle there have been structural 
changes to the industry and that’s hap-
pening today. However, thus far, those 
structural changes have done little to 
smooth out financial turmoil. 

The Makings Of a Very Bad year

There are many factors that con-
tributed to making 2016 a bad year 
for container ship operators starting 
with the ROI (return on investment) 
and container freight rates. Like most 
things, the seeds of the problem were 
sowed several years back (it takes 

(BAD – continued on page 10)
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Stretching garment sourcing
The shift in garment production to “frontier” manufactur-
ing is stretching garment sourcing in ways few would have 
imagined a decade ago. China is being forced to move up 
the value chain, under siege from garment apparel manu-
facturers in countries like Burma, Cambodia, Vietnam and 
Bangladesh. For logistic providers, this requires a global re-
stitching of supply chains. 

By Matt Miller, AJOT

For years, garment retailers have 
been juggling productions costs and 
quality with the time it takes to get 
their finished products to market. It’s 
a perpetual balancing act, and one that 
has become ever more complicated as 
labor costs in China have spiked and 
consumer demands for near immedi-
ate gratification of trendy, fashionable 
clothes at everyday prices – so-called 
fast fashion – have grown.

This has led to both a diversifica-
tion of sources and a partitioning of 
production. Greater automation, tech-
nology and robotics play a growing 
role as well, all working to shrink the 
actual labor component. On the hori-
zon is widespread use of 3D printing, 
now the exclusive domain of high 
fashion, which will allow the produc-
tion of a piece of clothing at home 
with the exact specifications of the 
person wearing it.

new sOurces

Everyone is scrambling, includ-
ing the logistics providers who are 
under constant pressure to get the 
goods from factories to stores faster 
and cheaper. Add to all this grow-
ing demands for social compliance, 
including worker pay, factory con-
ditions and human rights. The big-
gest concerns are aimed at many of 
the fast-growing producing coun-
tries, notably Bangladesh and, most 
recently, Myanmar.

There are several trends coursing 
through the trade at the same time. 
None of these are new or revolu-
tionary, but are working to gradually 
transform the garment industry into a 
truly global undertaking. 

“It’s an ongoing process we’ve 
seen over the past several years,” said 
Vinod Rangarajan, with the fashion 
and apparel consultancy 703 Advisors.

China remains by far the world’s 
largest garments producer. Last year, 
it exported some $175 billion worth 
of clothing, 50% more than the Euro-
pean Union, and 39% of global totals. 

So saying, many labels continue 
to gradually shift production espe-
cially of lower cost apparel to frontier 
markets, most notably Cambodia and 
Vietnam in Southeast Asia and Ban-

gladesh and Sri Lanka in South Asia. 
China’s efforts to move production 
inland to cut costs hasn’t proved a 
suitable antidote either, as it adds to 
transport time and expense.

In 2015, according to the WTO 
(World Trade Organization), cloth-
ing exports from China declined 6%, 
while Vietnam’s increased by 10% 
and Cambodia by 6%. 

With labor costs one-third that of 
China, Myanmar is coming on strong. 
Its exports grew by almost 50% in 
2015, but from a much smaller base. 
Myanmar’s garment exports last year 
totaled a tad shy of $1.5 billion, while 
Vietnam’s hit $28 billion and are 
expected to touch $30 billion in 2016. 
Bangladesh appears to have recov-
ered from the disastrous factory fire 
three years back and exported $26 bil-
lion last year, a 6% gain. Cambodia 
exported almost $6 billion in 2015.

China has honed its garments-
related shipping as well as production, 
with everything from expedited cus-
toms and efficient freight forwarding 
to onsite distribution facilities. Vietnam 
has poured huge sums into port and con-
tainer terminal building and moderniza-
tion, although it continues to suffer from 
poor roads and feeder infrastructure.

It’s a far different story in Myan-
mar’s major port of Yangon, where 
growing trade has overwhelmed the 
strapped and inefficient facility. Ear-
lier this year, shipping companies 
reported loading and unloading delays 
of anywhere from five to 10 days. 
The port struggles with dilapidated 
equipment, inadequate terminals and 
low worker productivity. Because the 
country imports – mostly from China 
- pretty much everything necessary 
for garments production, the supply 
chain can get hung up at many differ-
ent junctures. Complicating the pro-
cess even more, containers exported 
from Myanmar to Europe and the US, 
tend to get transshipped from Singa-
pore, Malaysia or Sri Lanka.

So, shippers must factor in even 
longer transportation lead-times than 
usual to make sure they get their prod-
ucts into stores on time. If a producer 

Garments, apparel 
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Never heard of Tianyuan garments? 
They’re moving to Arkansas

By Matt Miller, AJOT

In October, Chinese apparel 
maker Suzhou Tianyuan Garments Co. 
announced it would invest $20 million 
in an old, Arkansas metals fabrication 
plant and convert the facility into a state-
of-the-art garments factory. Tianyuan 
said it would begin to make clothes in 
the plant in late 2017, marking the first 
time a Chinese garments manufacturer 
would be producing its wares in the US.

The announcement was met with 
great fanfare, especially as Tianyuan, 
which produces primarily for Adidas, 
said it would be hiring 400 textile 
workers. However, don’t expect this 
to signal an onslaught of foreign pro-
ducers to American shores.

“Some textile manufacturers have 
moved back to the US. There’s some 
resurgence there,” said Vinod Ran-
garajan, with the fashion and apparel 
consultancy 703 Advisors. But [labor 
rates] are still “not that competitive.”

Reshoring, or on-shoring, is a 
hot button issue these days, with 
the Trump election and pressure the 
president-elect has put on individual 
manufacturers such as Carrier to keep 
workers in the US. 

The textiles and garments indus-
try itself has managed to hold its own 
and even expand production modestly 
since the Great Recession. However, 
the labor force remains a fraction of 
what it was in years past, a combina-
tion of both outsourcing and increased 

automation. According to the National 
Council of Textile Organizations, 
which represents the industry, Ameri-
can-made textile products totaled some 
$76 billion in 2015, a 14% increase 
over 2009. Yet, the number of work-
ers last year stood at 390,000. That’s 
barely half the number of textile work-
ers employed a decade before and just 
16% the total textile-related American 
workforce in 1973.

How much of the recent gains 
can be attributed to reshoring? The 
answer: Not much at all.

Consultancy A.T. Kearney inves-
tigates the reshoring of manufacturing 
in general and publishes an annual 
reshoring index. Its latest study, based 
on 2015 data, makes two points: The 
first is that for every one dollar of 
American manufacturing that left 
American shores last year, just 12 
cents worth of offshore production 
came back. That’s by far the biggest 
gap since 2004, the year the consul-
tancy began to tally results.

The second takeaway is that 
apparel reshoring in particular 
amounts to just 12% of all pub-
lished cases of manufacturing-related 
reshoring over a five-year period. 
From 2011 to 2015, that equals just 
77 cases. To make matters worse, 2015 
represented a huge drop in the total 
number of manufacturing-related on-

(STRETCHING – continued on 
page 4)

(MOVING – continued on page 6)
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can’t make up that difference 
somewhere else in the supply 
chain, it means decision-
making must be made earlier, 
which further increases the 
risk of guessing wrong on 
trends or missing out on them 
altogether. 

fasT fashiOn and The 
race TO The BOTTOM

Of course, moving the 
lower end garment produc-
tion to the lowest cost pro-
ducers is nothing new. Critics 
call it a race to the bottom. 
Some predict Africa will be 
the next destination of choice 
for cost-sensitive producers. 
A study a decade ago by the 
United Nations Industrial 
Development Organization 
called this “global apparel 
value chain.” 

However, that chain is 
becoming more complex 
as time and not just qual-

ity becomes increasingly 
important.

Fast fashion is the antith-
esis of the way the modern-
day apparel trade developed. 
Pioneered and still dominated 
by the Spanish retailer Zara, 
fast fashion strives to place 
a piece of clothing on retail 
shelves in as little as two 
weeks after its design, with 
the ability to change patterns 
or colors pretty much on the 
fly, depending on demand. 
Lines can be tinkered with, 
changed or dropped entirely. 
Almost real-time data analyt-
ics can drive changes.

That’s in stark contrast to 
the six months’ advance apparel 
retailers usually commit to for 
about half of a typical seasonal 
line, according to Columbia 
Business School professors 
Nelson Fraiman and Medini 
Singh, who published a study 
on Zara several years back.

They called the goal 
of fast fashion “high-con-
cept fashion at mainstream 
prices.” The goal is to sell at 
affordable prices, but not be 
forced to discount heavily on 
what doesn’t sell, by produc-
ing smaller batches.

Zara succeeds by sourcing 
half of all its factories within 
easy striking distance of its 
headquarters in the Galicia 
area of Spain and clustering 
them together, trading much 
higher wages for proximity to 
design and distribution. Other 
retailers are being pressured 
by customers and competi-
tion to offer the same kind 
of quick-change artistry. But 
they don’t have the luxury of 
a group of factories within a 
short drive of their operations. 

For fast fashion, said 
Rangarajan, one key is to 
have the basic fabrics in place 
at the factories, even before 
designs are ready. By prepo-
sitioning supplies, apparel 
companies can save the four 
to six weeks it would take 
to manufacture and ship the 
fabric to a factory, he said.

(STRETCHING – continued 
from page 2)

Clothes exports to US fuel 
Kenya plans for cotton revival

Kenya plans to revive its cotton industry, a 
major foreign-exchange earner until the 1980s, 
amid strong demand for lint from domestic 
mills and the potential to supply manufactur-
ers exporting clothing and textiles to the U.S. 
under a preferential trade deal.

The government is planning training and 
credit facilities for farmers as part of a bid to 
restore production that peaked at 38,000 metric 
tons of seed cotton in 1984-85. Kenya currently 
produces 15,700 tons of seed cotton, creating 
about 5,240 tons of lint. Demand for the latter 
is about 37,000 tons, with the shortfall imported 
from neighboring countries, according to 
Fanuel Lubanga, a development manager at the 
state-run Agriculture and Food Authority.

The initiative comes as manufacturers in 
East Africa’s biggest economy are counting 
on apparel exports to the U.S. growing 5 per-
cent this year after the U.S. extended its Afri-
can Growth and Opportunity Act, or AGOA, 
by a decade.

“The potential that we have for our cotton 
through the AGOA exports is a strong moti-
vation to grow the industry,” Lubanga said in 
an interview in the capital, Nairobi. He said 
national output is expected to double during 
the 2017 harvest because farmers are now 
using seeds bought from Israel instead of recy-
cling seeds, previously a common practice.

East Africa could potentially export garments 
valued at as much as $3 billion annually by 2025, 
according to a 2015 McKinsey report. Afford-
able electricity and cheap labor—with monthly 
salaries as low as $60—make producers such as 
Kenya and Ethiopia attractive to investors, the 
study shows.Export ZonesKenya exported cloth-
ing valued at $380 million in 2015, with compa-

nies including Puma SE, Wal-Mart Stores Inc., 
JC Penny Co. and Hennes & Mauritz AB among 
those who source garments from Kenyan Export 
Processing Zones, which employ more than 
66,000 people. While EPZ manufacturers cur-
rently use no domestically grown cotton, instead 
importing Asian fabrics, the Industry Ministry is 
working on ways for Kenyan farmers to secure 
contracts to sell to them, Lubanga said.

The six-member East African Community, 
which includes Kenya, is working to revamp 
the domestic garment market by banning sec-
ondhand clothes imports at the end of 2018, the 
Kenya Association of Manufacturers said in 
April. Rwanda has already banned imports of 
leather, secondhand clothes and shoes, the gov-
ernor of that country’s central bank said earlier 
in November. Kenya imported used clothing 
worth $243 million and weighing more than 
100,000 tons in 2013, according to data by the 
United Nations agency Comtrade.Kenya’s tex-
tile industry declined in the 1980s after market 
liberalization policies demanded by multilat-
eral lenders exposed the market to secondhand 
imports. The country now has six cotton mills 
compared to 52 in 1991, while there are four 
ginneries, compared with 24 that year.

“Turkish investors have shown interest to 
grow cotton on a large scale in Siaya,” Lubanga 
said, referring to a county in southwestern 
Kenya, without giving more information.U.S. 
grown cotton, which closed trade at 73.08 
cents per pound on the ICE Futures U.S. on 
Nov. 23, has gained 13 percent this year.

Demand for lint “is still high, both locally 
and internationally,” Lubanga said. “The 
prices have been high in the past few years, 
which we hope will remain at similar levels.”

China transforms frontier neighbors 
with railways to power

China’s investment is transforming its 
smaller Southeast Asian neighbors like never 
before while helping turn Cambodia, Laos 
and Myanmar into bigger destinations for its 
exports.That’s driving some of the world’s fast-
est economic growth rates and providing Chi-
nese companies with low-cost alternatives as 
they seek to move capacity out of the country. 

It’s also helping Asia’s largest economy and 
nations in its orbit adapt to what looks more and 
more like a new era of waning U.S. commit-
ment to the region from a more inward-look-
ing administration of President-elect Donald 
Trump.“China’s definitely looking at these 
countries in general as an area where it can sell 

(TRANSFORMS – continued on page 6)
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shoring compared to 2013 
and 2014, according to A.T. 
Kearney.

A private organization 
called Reshoring Initiative 
published a different set of fig-
ures. It puts the total number 
of apparel-related reshoring at 
102 companies totaling 6,700 
jobs during the period 2007 
to 2015, although 30 of these 
cases came in 2015 alone.

Quality control, time 
and proximity to market 
are the most obvious rea-
sons for American domestic 
production. But almost by 
definition, that lends itself to 
higher-quality, higher-margin 
items, which in turn translate 
into smaller production runs. 
So, for example, the designer 
Todd Shelton relocated his 
production from China to 
New Jersey, opening a small 
factory in East Rutherford in 
2015. It was a move that gar-

nered extensive publicity. But 
the company employs just 
nine individuals and charges 
at least $200 for pair of jeans 
and at least $180 for a shirt, 
not exactly mass market.

Of greater promise is 
Under Armour, which  inau-
gurated a new Baltimore man-
ufacturing and design facility 
in June. The sports apparel 
maker trumpeted the center as 
state-of-the-art, with 3D print-
ers, full-body scanners and 
robotics. But while the com-
pany promises the facility will 
help “reinvent” the apparel 
manufacturing process, no 
one anticipates Under Armour 
will move production whole-
sale to the US.

Two management pro-
fessors who have studied 
the issue – Morris Cohen 
at Wharton and Hau Lee at 
Stanford – came to this con-
clusion: Reshoring is not a 
myth, they said, but it’s not a 
phenomenon, either. 

(MOVING – continued from 
page 2)

products and get good return 
for its investments,” said 
Edward Lee, an economist 
with Standard Chartered Plc 
in Singapore. “China itself 
is getting more expensive for 
its companies, and that’s rein-
forcing this trend.”

China is investing in 
everything from railroads 
to real estate in Cambodia, 
Laos and Myanmar—the 
frontier-market economies of 
the Association of Southeast 
Asian Nations.

China Minsheng Invest-
ment Group and LYP Group, 
headed by Senator Ly Yong 
Phat, signed a $1.5 billion deal 
last week to build a 2,000-hect-
are city near Cambodia’s 
capital, Phnom Penh, with a 
convention center, hotels, golf 
course, and amusement parks, 
the official Xinhua News 
Agency reported. The spend-
ing equals roughly one-tenth 
of the country’s $15.9 billion 
gross domestic product.

BelT, rOad

In landlocked Laos, work 
started last year on the China-
Laos railway, which will 
stretch 414 kilometers (257 
miles) from the border to the 
capital, Vientiane. The proj-
ect, part of Chinese President 
Xi Jinping’s One Belt, One 
Road initiative, will cost $5.4 
billion, according to Xinhua. 
Xi met last week with Lao 
Prime Minister Thongloun 
Sisoulith in Beijing, where he 
pledged stronger ties.

Myanmar, which is lib-
eralizing its economy and 
adopting market reforms after 
a transition to democracy, is 
forecast by the International 
Monetary Fund to expand 8.1 
percent this year, the fastest in 
the world after Iraq. De-facto 
leader Aung San Suu Kyi has 
been quick to engage China 
since taking office this year, 
including visiting Xi in Bei-
jing. China is its largest trading 
partner, accounting for about 
40 percent of Myanmar’s total 
last year, and is building a 
special economic zone, power 
plant and deep-water seaport 
on the west coast.

Cambodia’s economy is 
projected to grow 7 percent 
this year, while Laos is set for 
7.5 percent expansion. Myan-
mar’s currency, the kyat, was 
Asia’s top performer in the 
first five months of the year, 
but has weakened about 10 
percent against the dollar 
since June as the U.S. cur-
rency strengthened

garMenTs, shOes

Cambodia, Laos and 
Myanmar are becoming more 
incorporated with China’s 
supply chains, buying inter-
mediate goods from its fac-
tories and selling consumer 
items such as garments and 
shoes that are often made by 
companies owned or funded 
by China. Its imports from 
the three Southeast Asian 
economies more than dou-

bled in the past five years, 
IMF data show.

Such dependence on 
China isn’t without risks. Bei-
jing accounts for the largest 
chunk of foreign investment 
in Cambodia and also about 
43 percent of the country’s 
total debt stock, mostly in 
loans from Chinese develop-
ment banks to Cambodia’s 
government, according to the 
IMF. Similarly, China’s rail-
road in Laos equals about half 
of its $10.5 billion 2015 GDP.

“This reliance on a narrow 
production and export base has 
many downsides,” the IMF said 
in a recent report. “A majority 
of Cambodian garment facto-
ries concentrate on cut-make-
trim processes, which are at 
the bottom of value chain and 
also small part of the overall 
production. As a result, firms in 
Cambodia have limited lever-
age and autonomy.”

Cambodia has gained 
particular appeal for Chinese 

manufacturers seeking to 
relocate, which aligns with 
China’s strategy to export 
industrial capacity through 
initiatives such as One Belt, 
One Road. Cambodia’s $121 
average monthly wage is 
just a fifth of China’s $613 
average, according to the 
International Labour Organi-
zation in Geneva.

The biggest risk for fron-
tier Asean economies is that 
Chinese inflows create “extrac-
tive” elites who entrench them-
selves in power, said Song Seng 
Wun, an economist at CIMB 
Private Banking in Singapore.

“These economies are 
getting a lot of money and 
opportunity from China,” 
he said. “If wealth is con-
centrated in the hands of a 
few, that may lead to prob-
lems and instability. The key 
here is developing a middle 
income group that Chinese 
companies will be targeting 
as a consumer.”

(TRANSFORMS – contin-
ued from page 4)
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Viau Container Terminal will boost Montreal’s handling capacity to 2.1 million TEU. (Photo: Port of Montreal)

Port of Montreal targets 
significant growth
The Port of Montreal’s plans for growth are out-
lined in an interview with Sylvie Vachon, president 
and CEO of the Montreal Port Authority (MPA), 
and Tony Boemi, VP growth and development. 

By Leo Ryan, AJOT

The past few years have 
seen the Port of Montreal post 
healthy gains in total and con-
tainer traffic while pursuing 
infrastructure and capac-
ity expansion projects. 
A force to reckon with in 
North Atlantic container 
business in close 
competition espe-
cially with the Port of 
NY/NJ, latest statis-
tics indicate Montreal 
is well on track to achieving 
another overall cargo record in 
2016 thanks to a comparable 
box throughput to 2015 and 
robust increases in grain and 
liquid bulk volumes.

Clearly, Montreal has the 
wind in its sails, underscored 
by the recent addition of a 
new container facility aimed 
at helping the port to better 
respond to present and future 
demand, including the arrival 
of larger ships.

Last year, Canada’s second 
biggest port after Vancouver 
handled 32 million metric tons 
of cargo. The container com-
ponent translated into a record 
high of nearly 1.5 million TEU.

Interviewed by the Amer-
ican Journal of Transporta-
tion, Sylvie Vachon, president 
and CEO of the Montreal 
Port Authority (MPA), and 
Tony Boemi, VP growth and 
development, shared their 
views on the potential of this 
key Canadian gateway on the 
eastern seaboard. 

AJOT: What are the stra-
tegic advantages of Montreal 
as a North American multi-
modal gateway? And can it 
continue to compete effec-
tively with Halifax and U.S. 
East Coast ports enhancing 
their capabilities to handle 
larger containerships?

Vachon: Ranked the larg-
est container port in Eastern 
Canada and the second largest 
in the country, one of our main 
advantages continues to be our 
strategic location. Our position, 
1,000 miles inland from the 
Atlantic coast, places us at the 
centre of Eastern Canada and 

within proximity of the U.S. 
Midwest and U.S. Northeast 
consumer markets and distri-
bution centers. In effect, we 

provide access to 40 mil-
lion consumers within one 
trucking day and to 70 
million consumers within 

two rail days. 
Being the only 

port of call on the 
North American loop 
(for a number of 

carrier services), the Port of 
Montreal is a unique model 

Sylvie Vachon, Port of Montreal 
President and CEO

(TARGETS – continued on 
page 12)
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China exerts influence Asia wide on trade 
and investment
Although the growth of China’s economy is slowing, Beijing’s influence 
in Asia and beyond is growing. But China is facing challenges both inter-
nally and externally, that could make it difficult to leverage the Middle 
Kingdom’s rising influence. 

By Robert L. Wallack, AJOT

The Middle Kingdom’s 
economy is faltering after 
decades of solid 
d o u b l e - d i g i t 
growth. Trade 
logistics policies 
and regional initia-
tives are attempts 
by the central gov-
ernment to attract 
more investments, 
boost exports and 
take Asia region 
leadership. In 
August, the Min-
istry of Commerce of the 
People’s Republic of China 
(PRC) announced setting up 
seven new free trade zones 
(FTZ) after Shanghai and 
three other pilot FTZs started 
in 2013 and 2015, respec-
tively.  There is also more 
focus on reducing logistics 
costs for enterprise competi-
tiveness.  Regional initiatives 
are based on the Asia Infra-
structure Investment Bank 
(AIIB) and the Regional 
Comprehensive Economic 
Partnership (RCEP) for trade.

The Magic nuMBer 
The PRC’s economy is 

expanding in the 6% range as 
measured by gross domestic 
product (GDP) for this year 
and forecasted for next year, 
which is the slowest rate in 25 
years. This rate needs to stay 
at 6.5% in order to reach the 
goal of doubling per capita 
income by 2020, avoid social 
unrest from layoffs and create 
jobs. However, as a nation of 
savers, Chinese total house-
hold wealth rose $6.3 trillion 
to $23 trillion over the past 
15 years, a gain of 265%, and 
on an average 9.4% annual 
rate over the next five years 
will reach $40 trillion by 
2020.  But the United States 
still remains the world leader 
at $86 trillion in total house-
hold wealth.  

The economy managed 
to sidestep the 2008 global 
financial crisis brought on by 
the United States’ mortgage 
crisis by adding its own mas-
sive debt and real-estate spec-
ulation.  At present, China 
has $30 trillion of debt for a 
$10 trillion economy, which 
grew from 150% of GDP in 
2008 to almost 300%, a Bar-
ron’s report stated in Novem-
ber. Economists indicate 
that this debt could lead to 
another global financial and 
economic crisis.  

In addition, the Chinese 
economy is faced with U.S. 
trade protection by higher tar-
iffs considered during the cam-
paign by now president-elect 
Donald J. Trump.   Voters in 
the U.S.A. expressed their fear 

of more job losses from glo-
balization and Chinese dump-

ing of low cost 
goods. After the 
November elec-
tion, the currency 
markets are show-
ing a stronger 
U.S. dollar and a 
weaker Chinese 
yuan currency of 
6.88 to the dollar, 
which could cause 
more Chinese 
exports or possible 

trade wars.  In fact, globaliza-
tion of merchandise goods, 

services and people that began 
in the 1980s during the Reagan 
administration may be at a 
pause or in a long-term down-
ward trend. The World Trade 
Organization (WTO) recent 
report stated average global 
trade flows grew 10% a year 
from 1949 to 2008, but dropped 
to 1.3% from 2009-2015.  

fTZs and a serVice led 
ecOnOMy

Amid this global eco-
nomic and trade uncertainty, 

(INFLUENCE – continued 
on page 11)
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ICL operates on the Trans-Atlantic with direct ports of call in:  
Antwerp, BE    |    Liverpool, UK    |    Chester, PA    |    Wilmington, NC 

 Full Container Load                 Less than Container Load    Supply Chain Services 

   1-800-525-4499    www.icl-ltd.com 

Independent Container Line 

CLOSER 5,000 miles and 20 days closer to Asia than gulf coast ports; 
5 miles to Interstate-5; located at Columbia River Mile 66

FASTER Liebherr Mobile Harbor Cranes; 45 MTs Reach Stackers; 
multiple heavy-lift forklifts and trailer options                                                               

SMARTER 70 acres of open storage adjacent to berths; 25 acres 
of FTZ; long-term storage options and  superior labor 

BETTER Served by U.P. and B.N.S.F.; Industrial Rail Corridor for direct 
access off mainline and 1,500 contiguous feet of on-dock rail                                                              

THE PORT OF LONGVIEW’S WORKING ADVANTAGES:

LEARN MORE AT PORTOFLONGVIEW.COM

AJOT Quarter 2016.indd   1 1/13/2016   11:58:27 AM

approximately three years to build a 
containership) and the industry is now 
reaping the rewards (or lack thereof) 
from their endeavors. In a nutshell, 
there are too many large container-
ships chasing too little freight. 

How bad is bad? Since 2015 CCI 
(Containerized Freight Index) com-
posite index has steadily plunged 
from around 1160 (see graph) to a low 
of under 650 and even with the recent 
modest recovery is only around 800. 
After the 2009 global, financial melt-
down, which saw ocean freight rates 
effectively plunge 0 return on voy-
ages, there was a rapid bounce back 
in 2010. Following an age-old pattern, 
ship owners went into a building spree 
and from 2010 to 2015 added 311 ves-
sels and 5.7 million TEU of capacity. 
Although vessel layups and scrapping 
have accelerated in 2016 and slow-
steaming is de-rigueur, these solu-
tions failed to redress the supply and 
demand imbalance. In turn, with slots 
out running demand, ocean freight 
rates plunged. 

Again the $0 freight rate voyage 
has impaled any run at rate recovery. 
For example, in March it cost around 
US$400 to ship a forty-footer between 
China and Europe, a freight rate that 
would barely cover basic overheads 
– in essence a $0 freight rate. Rolf 
Habben Jansen, CEO of Hamburg-
based Hapag-Lloyd noted at the time, 
“Rates must go up. We have too many 
trades where we are moving cargo 
below operating cost.”

For containership operators the 

mantra is “rate restoration” – a goal 
easier said than done.

For the most part improving rev-
enue in the cash starved system meant 
adding a menu of surcharges and fees, 
such as the Peak Season, Bunker, 
Currency Adjustment, Equipment 
Imbalance, Port Congestion, Inland 
Service, or Container Sealing fee, and 
Administrative just to mention a few.

shippers’ reMOrse

These serendipitous charges are 
vexing to shippers. BIFA (British Inter-
national Freight Association) Direc-
tor General Robert Keen revealed a 
level of frustration when he wrote, 
“Forwarders do not like shipping line 
surcharges and we have been challeng-
ing their legitimacy…Our members 
[BIFA] have become used to shipping 
lines adding peak season, fuel and cur-
rency surcharges, but the number of 
surcharges and fees continues to grow 
– often with no real explanation or jus-
tification. For instance, what does an 
extra ‘administration fee’ or ‘container 
sealing fee’ cover that is not in the stan-
dard service [contract] offered?”

But it is undeniable that shippers 
have largely benefited from this wind 
fall of surplus capacity and depressed 
freight rates. The ocean portion of the 
supply chain represents pennies when 
compared to total cost of items to con-
sumers. For example, on $100 plus 
athletic shoe the freight charges are 
less than a dollar and the entire supply 
chain might account for only $5. 

Still there are major concerns 
among retailers with the new road 

(BAD – continued on page 16)

map for the containership industry. 
Alliances, slot charter agreements and 
mergers are occurring at a dizzying 
rate as liner competition gives way 
to cooperation. For shippers the once 
wide highway of global trade seems 
to be more a narrow lane leading to 
a cul-de-sac of fewer options and 
higher costs.

Recently the EC (European Com-
mission) approved the take over of 
Emirates-based UASC (United Arab 

Shipping Corp) by Hapag-Lloyd. EC 
Commissioner Margrethe Vestager in 
charge of competition policy noted, 
“European companies rely on con-
tainer liner shipping services for their 
transatlantic shipments. It’s very 
important that the markets remain 
open. The commitments offered by 
Hapag-Lloyd ensure that the takeover 
will not lead to price increases on the 
routes between Northern Europe and 
North America.” 

For the moment, “price increases” 
are modest in respect to historical 
rates, but BCOs are nervous about the 
long-term impact of industry consoli-
dation on rate-making.

indusTry cOnsOlidaTiOn

Surcharges aside and with the low 
freight rates, containership operators 
are hemorrhaging cash.  For many 
the losses have and will be fatal. The 
London-based shipping consultant 
Drewry’s estimates that the container-
ships’ operators will collectively lose 
$5 billion in 2016. While there has 
been a modest increase in revenue, 
and Drewry’s is forecasting revenues 
of $143 billion for this year, this pales 
in comparison to $218 billion the 
carriers notched back 2012. What is 
particularly chilling is the low freight 
rates are occurring during a period 
of exceptionally low bunker prices 
(Over $700 per ton 2012 to less than 
$300 per ton 2016), which are likely 
to rise in the near future. 

The containership industry has few 
answers to the dismal returns. Ships 
are now larger and more efficient. 

(BAD – continued from page 1)
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The Port of Wilmington  
welcomes Maersk and MSC.
Looks like Asia just got a lot closer.

Our recent expansion efforts have led to a new partnership with Maersk Line and 
Mediterranean Shipping Company (MSC) with the addition of the TP10/Amberjack 
all-water Asia-U.S. East Coast container service. This weekly service will provide 
greater convenience and enhanced transit times for shippers doing business with 
markets in Asia. Port calls include Qingdao, Xingang, Ningbo, Shanghai and Busan. 
When combining this enhanced service with the Port of Wilmington’s outstanding 
logistical capabilities, staying on schedule while reducing costs just got easier.

1.800.213.4430  /  NCPorts.com

P O R T  O F  P R O G R E S S

a PRC consumption and services led 
economy is slowly emerging. In the 
meantime, government leaders are 
initiating international trade and ser-
vices arrangements to spur growth in 
the trade component of GDP (exports 
minus imports) similar to those that 
began in special economic zones in 
the 1980s and before China joined 
the WTO in 2001.  A recent report 
in the Wall Street Journal shows that 
China’s original export growth were 
from strategically situated special 
economic zones (SEZ) and free trade 
zones along the coast “when exports 
rose 14.2% a year from 1994-1999.”

In August, the Ministry of Com-
merce announced the arrangement of 
seven new free trade zones that will 
be in various parts of the country. The 
plan is for the following provinces:  
Liaoning in the northeast, Zhejiang 
near Shanghai, Henan, Hubei, Sich-
uan and Shaanxi and in Chongqing 
municipality. The Shanghai pilot FTZ 
began in 2013 followed by Guang-
dong, Tianjin (near Beijing) and 
Fujian (across from Taiwan) in 2015. 
These pilot FTZs are to test economic 
reforms of more openness to foreign 
investment, international trade and 
easier flow of capital.  Most com-
ments requested for this report from 
various business sources in the PRC 
were not answered. However, the US-
China Business Council (USCBC) 
referred to their recent survey report 
of September 2015.

The USCBC has 220 US compa-
nies as members of which 40 com-
panies are registered in the Shanghai 
pilot FTZ.  As of June 2016, 5,984 For-
eign Invested Enterprises established 
in this Zone, according to the Hong 
Kong Trade Development Council.  
A few U.S. companies invested in the 
Tianjin, Fujian and Guangdong FTZs 
as of the end of 2015. Boeing, Hon-
eywell and GE already have factories 
in Tianjin since the 1990s and have 
a presence in the Tianjin FTZ.  The 
Shanghai FTZ is a three-year test lab 
for reform and subject to revision to 
be implemented nationwide, eventu-
ally. The report stated, “the Shanghai 
FTZ as having limited to moderate 
impact on improving access to the 
China market and certain sectors are 
still closed to investment or listed on 
the negative list to foreign investors. 
Some companies operating in the FTZ 
have benefited from expedited licens-
ing approvals, importation, access to 
e-commerce, Renminbi (RMB) remit-
tance and exchange.”  

Each of the eleven FTZ has invest-
ment and trade objectives based on 
their geographic location. Shanghai 
Zone is to support the goal of becoming 
a global financial center; Guangdong 
is to attract services such as shipping 
and trading for access to Hong Kong, 
Macao and Southeast Asia; Tianjin is 
to attract capital-intensive and tech-
nologically advanced manufacturing 
oriented toward north and east Asia; 
and Fujian FTZ is designed for finan-
cial leasing, e-commerce and logistics 
focused on Taiwan.

MagnificenT seVen?
The seven new pilot FTZs 

announced in August also have spe-
cific characteristics to deepen eco-
nomic reforms and are aligned with 
the national strategies like the belt and 
road initiatives.  Liaoning’s goal is to 
transform the northeast old industrial 
base into a more competitive area; 

Zhejiang is to focus on commod-
ity trade liberalization; Henan is to 
build a modern transport and logistics 
system to link the east with the west 
and north with the south; Hubei in 
central China will focus on emerging 
industries and build high-tech indus-
trial bases; Chongqing is to open up 
western gateway cities; Sichuan is to 
open up western gateway cities for 
inland and along the sea, border and 
rivers, and Shaanxi is to facilitate the 
Belt and Road initiative to drive west-
ern development, according to the 
latest Hong Kong Trade Development 
Council report of September 2016.

The Negative List is a sticking 
point for foreign investors trying to 
enter the Chinese markets through 
these new pilot FTZs. The FTZs share 
the same list of investment restrictions, 
“The Notice of the Special Manage-
ment (Negative List) of China Pilot 
Free Trade Zone on the Approval of 
Foreign Investments,” issued by the 
State Council in April 2015. In 2015, 
an annual survey of 370 members of 
the American Chamber of Commerce 
in Shanghai “found that almost three-
quarters believed the Shanghai FTZ 
offered no tangible benefits for their 
business.” Chinese authorities claim 

that the negative list was cut twice 
down from 190 categories in 2014 to 
122 categories closed to foreign inves-
tors.  However, the European Cham-
ber of Commerce noted that many 
“industries and sectors have merely 
regrouped” in the negative list.  In 
addition, financial services and tele-
communications are key sectors domi-
nated by the state-owned companies. 

DHL Global Forwarding (China) 
Ltd. has regional integrated ware-
house services operating in the 
Shanghai pilot FTZ.  Their business is 
spread out across all areas in the Wai 
Gao Qiao and Yang Shan Port FTZs 
and covers most sectors except per-
ishables and dangerous goods.  They 
found “no big difference for a logistics 
company including Customs process-
ing before or after the so called China 
(Shanghai) Pilot Free Trade Zone.” 
Since opening, the Shanghai FTZ 
expanded an additional area of 91.94 
square kilometers (35.5 sq. miles) by 
including:  Lujiazui Financial Dis-
trict, Jinqiao Development Zone and 
Zhongjiang Hi-Tech Park to reach 
120.7 square kilometers (46.6 sq. 
miles).  Despite lukewarm business 
sentiment, Shanghai Customs statis-
tics show import and export volume 

reached $113 billion through August 
2016, grew 6.5% over last year and 
Customs clearance time dropped by 
3.68 and 2.17 hours, respectively for 
imports and exports from 2015.  

Deeper reforms at the operating 
level are proposed by the State Council 
in August by a six-year plan to reduce 
logistics costs as a percentage of GDP 
for higher economic growth and enter-
prise profitability. The PRC has higher 
logistics costs as a percentage of GDP 
of 18% than India whereas the U.S. is 
7.8%.  Their goal is 16% by 2020 and 
they believe that by reducing the ratio 
of logistics costs to GDP by one per-
cent can help industries save over $135 
billion. This savings will be accom-
plished by cutting highway tolls and 
removing illegal fees charged by air-
ports, ports and railways. The imple-
mentation and enforcement will be a 
challenge to the sprawling and frag-
mented logistics sector.  

dueling pacTs: Tpp and rcep

The demise of the United States 
led Trans-Pacific Partnership (TPP) 
trade pact of 12 Pacific Rim countries 
after the election of Donald J. Trump 

(INFLUENCE – continued on 
page 15)

(INFLUENCE – continued from 
page 9)
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benefiting from the fully load-
ing and unloading of container 
vessels. As a dedicated port of 
call, carriers recognize the effi-
ciencies of our multimodal plat-
form. Our proven on-dock rail 
known as The Montreal Model 
enables us to provide reliable 
and fluid services, valued by 
our supply chain partners.

AJOT: For the moment, 
vessels with nominal capaci-
ties of 4,400 TEUs are calling 
at Montreal within its draft 
limitations of 11.3 metres (37 
feet). But will more dredging 
need to be carried out on the 
St. Lawrence River to protect 
Montreal’s competitiveness if 
current carriers want in the 
near future to deploy post-
Panamax “workhorses” of 
7,000 to 8,000 TEU?

Vachon: Here, it should 
be recalled that the Port of 
Montreal has been open to 
post-Panamax ships follow-
ing a Canadian Coast Guard 
(CCG) decision in 2013 
authorizing the passage of 
vessels up to 44 metres wide 
(144 feet) in the Quebec-
Montreal section of the St. 
Lawrence navigation chan-
nel. The Port adapts to needs 
by closely monitoring the 
status of water levels and 
sharing this information with 
port users; by carrying out 
maintenance dredging; and 
by supporting the develop-
ment and use of tools that 
enable ever more efficient 
management of the available 
water column.

AJOT: How would you 
describe the importance of 
the U.S. market as a whole 
for the port.

Boemi: In 2015, 20% of 
the Port of Montreal’s total 
containerized cargo was to/
from the United States. His-
torically, the Port of Montreal 
has always been a leading 
player on the East Coast for 
Midwest containerized cargo. 

Our fluidity, low dwell times 
and connections to two Class 
1 railways are some of the 
factors driving the success of 
the Port of Montreal with the 
Midwest Beneficial Cargo 
Owners and shippers.

AJOT: Is present capacity, 
including the Viau expansion 
inaugurated this past Novem-
ber, sufficient to meet antici-
pated container demand over 
the  next few years?

Boemi: With the construc-
tion of our new Viau container 
terminal, the port’s capacity 
will increase by 600.000 TEU - 
from 1.5m TEU to 2.1m TEU. 
The first of two phases of con-
struction is now completed, 
adding 350.000 TEU to the 
port’s actual capacity. 

Over the next few years, 
Termont and the MPA will 
establish a second berth and 
develop another container 
reception area, thus complet-
ing the second phase of this 
major infrastructure project. 
The terminal is operated by 
Termont Montreal Inc, which 
has been operating the port’s 
Maisonneuve terminal since 
1987. Mediterranean Ship-
ping Company (MSC) is 
also a major partner in the 
project. Based on our current 
container growth projections, 
Viau terminal would allow us 
to sustain this sector’s growth 
until the beginning of the 
next decade.

AJOT: When will the 
process be launched for a 
proposed big new container 
terminal at Contrecoeur 25 
miles east of Montreal on the 
St. Lawrence River as part of 
a long-term blueprint?

Vachon:: In December 
2015, the Contrecoeur Port 
Terminal Expansion Project 
reached a new stage when 
the Montreal Port Author-
ity submitted its project 
description to the Canadian 
Environmental Assessment 

(TARGETS – continued 
from page 8)

Montreal: North American gateway 
of choice for Hapag-Lloyd

By Leo Ryan, AJOT

Wolfgang Schoch, man-
aging director of Hapag-Lloyd 
(Canada) Inc., is not shy about 
extolling the strategic hub role 
the Port of Montreal plays in 
the transatlantic trade of the 
German shipping line.

Interviewed in his Mon-
treal office, he declared: 
“Montreal, in fact, is our 
most important port in North 
America, with more con-
tainer throughput in 2015 
than Los Angeles and Long 
Beach combined.”

For Hapag-Lloyd, the 
transatlantic trade via Mon-
treal and Halifax accounts 
for one fifth of its global 
container volume of 7.5 mil-
lion TEU. And significantly 

enough, this Hamburg-based 
carrier utilizes Montreal as its 
main gateway not only for the 
Canadian market but also for 
the U.S. market.

important when comparing to 
the US east and west coasts. 
Waterfront labor relations are 
stable, and price-wise Montreal 
is competitive with US ports.”

Wolfgang Schoch, managing director of Hapag-Lloyd (Canada) Inc.

“Nearly 50% of our export 
cargo via Montreal comes 
from the United States,” he 
said, pointing to such shippers 
as Ford, GM and John Deere.

One third of the import 
cargo transported by Hapag-
Lloyd via Montreal has 
a final destination in the 
United States.

“In Montreal, we have 
a market share of 38%, and 
in Halifax it’s 24%,” said 
Schoch. “We became very 
strong in Canada after merg-
ing with CP Ships in 2005. 
Our first liner services to 
Canada go back to 1892.”

Hapag-Lloyd offers three 
services in Montreal as well 
as three services in Halifax.

Commenting on Mon-
treal’s advantages, Schoch 
noted: “Montreal is a very fluid 
port. Dwell times in terminals 
are low. Between one and two 
days. This is competitively 

Schoch affirms “Montreal 
is unique (among world ports) 
in that you are loading and 
discharging the whole vessel. 
The cargo comes in and goes 
out very rapidly and fluidly. 
That is what the importers and 
exporters want.”

But Schoch also consid-
ers that further deepening of 
the St. Lawrence channels, 
beyond the current maxi-
mum draft of 11.3 metres 
(37 feet), should eventually 
be undertaken so that larger, 
post-Panamax vessels can 
call at Montreal fully loaded 
in order to reduce slot costs.

(Since May 2013, the 
Canadian Coast Guard has 
authorized post-Panamax 
type ships to sail in the 
Quebec-Montreal section of 
the St. Lawrence navigation 
channel. This would include 

(TARGETS – continued on 
page 16)

(CHOICE – continued on 
page 22)
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Mongolia adjusting to lower economic growth
Mongolia’s economic prospects are brightening despite the difficult con-
ditions in global markets.

By Robert L. Wallack, AJOT

Mongolia’s economic 
growth prospects are bright-
ening by the recent Oyu Tolgoi 
$5.3 billion underground 
copper mine investment and 
from more diversification to 
the agriculture sector. Despite 
the grim macroeconomic envi-
ronment, numerous infrastruc-
ture projects in transportation 
and cross-border trade logistics 
will spur future investments. 
These projects include a new 
international airport, a north-
ern rail connecting China to 
Europe and a cross-border eco-
nomic zone with China.

In 2011, Mongolia was 
on top of the world benefit-
ing from its abundant natu-
ral resources. Higher prices 
of copper, gold and iron ore 
along with bond investor 
enthusiasm helped boost its 
gross domestic product (GDP) 
to 17%.  Since the drop in 
commodity prices worldwide 
and slower China demand, 
Mongolia is paying for the 
debt incurred during the 
boom years by a severe drop 
in foreign exchange reserves 
and a depreciating Mongolian 
Tugrik by 17% to 2,452 to the 
United States dollar.  There is 
also investor abandonment of 
this once high flying frontier 
economy. As a result, govern-
ment leaders are inviting the 
International Monetary Fund 
(IMF) for debt relief plans 
and to repay over $1 billion 
by January 2018 and securing 
currency swap programs from 
its southern border neigh-
bor, the Peoples Republic of 
China (PRC). According to 
reports, Mongolia’s debt is 
78% of GDP and total debt 
owed to foreign creditors at 
$22.6 billion is nearly twice 
the size of the economy itself 
($11.8 billion).  

Even though Mongolia 
trades with 155 countries, 
this massive, fiercely inde-
pendent central Asian coun-
try with a sparse population 
of 3 million depends on 
China and to a lesser extent 
Russia on the northern border 
for a vast majority of its trade 
and investment. Through 
September 2016, Mongolia’s 
total trade turnover was $5.78 
billion which shows a drop of 
9.6% or $616.9 million over-
all, or a 5.9% drop in exports 
by $208 million of which 
copper concentrates are a 
large factor and a drop in 
imports by 14.3% by $408.8 
million from 2015, according 
to Mongolia news reports. 
“Economic fundamentals 
remain weak and unlikely to 
improve this year. I am not 
expecting any real upturn 
until 2017,” commented 
S.J. Potter, Managing Direc-
tor, Wagner Asia Equipment 
LLC, a Caterpillar (CAT) 
mining equipment distributor 

in Ulaanbaatar, Mongolia in a 
recent e-mail to this reporter.  

Mining OTher OppOrTuniTies

A major support to the 
landlocked economy is an 
underground mine located in 
the South Gobi desert near 
the China border named Oyu 
Tolgoi with copper, gold and 
silver deposits forecasted to 
produce by 2020 and reach 
500,000 metric tons of copper 
a year by 2027.  In May, Rio 
Tinto PLC, a major mining 
company, approved a $5.3 
million expansion in a phase 
two of an underground copper 
mine.  Phase one, the above 
ground mine, began produc-
ing in Oyu Tolgoi in 2013 
and now output is 175,000 to 

200,000 tons a year.  
To offset the reliance on 

mining, the Ministry of Food 
and Agriculture is making 
policies to diversify away 
from mining of which copper 
was almost half of Mongo-
lia’s exports in 2015.  At 
present, mining is 17.6% of 
GDP dropping from 21.8% 
in 2011 whereas agriculture 
grew from 2011-2015 from 
10.2% to 13.3% of GDP.  
Target areas are approvals by 
China in 2015 for Mongolia 
meat exports and for Mongo-
lia exports of meat to global 
markets as well as global 
exports of wool and cashmere 
from the nearly 60 million 

(ADJUSTING – continued 
on page 14)

states, 36 percent of the coun-
try reported seeing vast invest-
ment needs,” according to the 
report’s conclusion. “Similarly, 
with 29 states, representing 56 
percent of the country, report-
ing 6,202 projects, there is a 
significant potential backlog 
in investment.”

The report also cites the 
importance of greater fund-
ing eligibility for nonhighway 
projects and calls for greater 
coordination related to port 
channel endeavors between 
the U.S. Department of Trans-
portation and the U.S. Army 
Corps of Engineers.

Suggestions offered by 
AAPA and AASHTO include:
• Continuing to provide High-
way Trust Fund apportion-
ments to states for highway 
freight projects through the 
National Highway Freight pro-
gram while encouraging coor-
dination with the U.S. DOT’s 

Build America Bureau and 
national and state freight advi-
sory committees to better lever-
age private-sector investment;
•  Providing additional and 
ongoing funding resources for 
the overall multimodal freight 
network to supplement high-
way formula dollars while 
also funding discretionary 
grant programs;
•  Re-establishing a properly 
funded and staffed Office of 
Multimodal Freight Transpor-
tation within the U.S. DOT 
Office of the Secretary to 
address multimodal domestic 
and international freight plan-
ning needs across DOT’s vari-
ous modal administrations; and
•  Moving the harbor mainte-
nance tax from discretionary to 
mandatory spending, enabling 
full tax revenues to be used for 
the intended purpose of navi-
gational channel maintenance. 
Go to http://aapa.files.cms-
plus.com/PDFs/SOF-2.pdf to 
view the complete report.

(PLUS – continued from 
page 1)
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livestock or 18.6 head per 
each Mongolian. Parliament 
Resolution 75 was issued to 
create the “Khalkh Gol” Free 
Trade Zone (FTZ) in eastern 
Mongolia Dornod province. 
The FTZ covers 500,000 
hectares (1.235 million acres) 
for 2,200 jobs in addition to 
farming, agriculture, logisti-
cal and tourist activities to 
yield about 141 billion Mon-
golian Tugrik ($58,045,470) 
per year for organic plant-and 
meat-based food production, 
according to the Ministry of 

Foreign Affairs, Mongolica 
in the Summer of 2016.  

In order to reach glob-
ally, a countdown is begin-
ning of days remaining for 
the grand opening of the new 
international passenger and 
cargo airport 52 km south 
of capital city Ulaanbaatar. 
The Khoshig Valley Airport 
scheduled to open this year 
will be an airline hub con-
necting Europe, East Asia, 
North America and Southeast 
Asia through the Polar Route. 
The $385 million project 
is a 40-year soft loan from 
Japan Bank for International 
Cooperation that started con-

struction in April 2012 by 
a Mitsubishi-Choyoda joint 
venture. Major features are 
two runways, road and rail 
terminals, three million pas-
sengers per year capacity 
and tenfold increase in cargo 
capacity over the old Chingis 
Khan international airport.  

aspiring rail links

North of Ulaanbaatar, 
bulk, agriculture and general 
container traffic will be well 
served by a rail project pro-
posed by Northern Railways 
LLC, a subsidiary of Aspire 
Mining Ltd.  Mongolia will 

become a vital rail link for 
China-Europe trade and 
Russia-China trade as part 
of the China One Belt One 
Road and Silk Road poli-
cies.  This three-phased rail 
project begins with a 547 
kilometers (32.3 miles) line 
from Erdenet to Ovoot serv-
ing many area mines. The 
efficiencies in time and cost 
savings are well documented 
for this transcontinental rail 
corridor.  

TransCare GmbH, a 
global rail logistics consul-
tant, did a study to prove 
the competitiveness of the 
rail link through Mongolia 

between Northeast China and 
Europe.  The TransCare study 
indicated 1,881 cargo trains 
annually in service between 
China and Europe for bilat-
eral trade worth $17 billion 
in the context of total trade 
of $3.5 trillion. This volume 
will rise to 5,000 cargo trains 
by 2020, according to the 
report in the ASIA Miner 
News. The TransCare study 
used entry point at Tianjin, 
south of Beijing and exit 
point at Slawkow, Poland. 
The Northern Rail Corridor 
with the Mongolian Erdenet-
Ovoot link will be shorter 

than existing routes 
and better costs with 
fewer bottlenecks 
along the Trans-

Siberian Railway directly 
north of Mongolia.

Although rail is no sub-
stitute for sea freight, this rail 
link will move China’s current 
rail freight to Europe from 1 
percent to 5-7% by 2020, 
according to a recent Aspire 
Mining Ltd presentation doc-
ument. This rail corridor is the 
shortest distance for Chinese 
goods to reach Europe mar-
kets from northeast China. 
The other rail land routes are:  
China-Kazakhstan-Europe 
and China-Russia-Europe (via 
Manzhouli crossing in Inner 
Mongolia).  

The Mongolian Cabinet 

approved a concession to 
Northern Railways in August 
2015 supported by a consor-
tium consisting of Aspire, 
China Railways 20 Bureau 
Group and China Railways 
First Design Survey and 
Design Institute. The $1.2 
billion capital expenditures 
will move 30 million metric 
tons per year of freight.  
Aspire expects most fund-
ing to come from China as 
conveyed to this reporter by 
e-mail from their Managing 
Director on his recent visit 
to the United States seeking 
investors. Aspire documents 
indicate that financing can be 
drawn from the $40 billion 
Silk Road Fund, the $100 bil-
lion Asia Infrastructure Bank 

with mandates to facilitate 
international trade as well 
as from a $110 billion Japa-
nese Infrastructure Fund, the 
European Bank for Recon-
struction and Development 
(EBRD) and from the Asian 
Development Bank (ADB).  

The second and third 
phases of the rail line are 
Ovoot to Arts Suuri at the 
Russian border of 230-250 
km (143-155 miles) for $450-
550 million and Arts Suuri to 
Kyzyl, Russia of 300-330 km 
(186-205 miles) for $675-
$775 million.  Northern Rail-
ways completed the scoping 
study on these two sections.  
There will be a five-year 

“I am not expecting any real upturn until 2017.”

(ADJUSTING – continued 
on page 15)

(ADJUSTING – continued 
from page 13)
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as president will cede Asia 
trade leadership to the China 
led Regional Comprehen-
sive Economic Partnership 
(RCEP) excluding the U.S.A. 
in a 16 country trade liberal-
ization pact. This will bolster 
China’s global and regional 
cooperation and integration 
already underway from sev-
eral strategic initiatives. These 
include the Belt and Road Ini-
tiative for construction con-
tracts worth over $84 billion 
directed toward 65 countries 
and regions in 3 continents 
with a total population of 4.4 
billion; the Silk Road Eco-
nomic Belt; the 21st Century 
Maritime Silk Road started in 
2013 by President Xi Jinping; 
and the 57 member nations’ 
Asia Infrastructure Invest-
ment Bank (AIIB) funded 
with $100 billion that the U.S. 
has not joined. 

in a Beijing APEC meeting. 
A divergence of views 

on globalization clouds the 
prospects for trade agree-
ments. The 24th APEC meet-
ing concluded on November 
20th in Lima, Peru (attended 
by President Obama) and 
touted the benefits of coop-
eration. IMF (International 
Monetary Fund) Managing 
Director, Christine Lagarde 
commenting on the APEC 
meeting said, “globalization 
is here to stay.” 

But there is a real push-
back against globalization as 
the Brexit, the Trump elec-
tion in the US (it is also worth 
noting that Hillary Clinton 
was also opposed to the TPP) 
and dozens of other incidents 
large and small from all cor-
ners of the globe illustrate. 
China’s leadership is betting 
on regionalization over glo-
balization and that all the Silk 
Road’s highways and byways 
lead to Beijing.

China President Xi Jinping

The TPP has roots in the 
Bush administration to coun-
ter China’s growing influ-
ence in Asia and the RCEP 
began meetings among the 
10 ASEAN countries and 
Japan, South Korea, Austra-
lia, New Zealand and India 
in 2011. The TPP sought to 
reduce or eliminate tariffs on 
18,000 categories of goods, 
but also bring developing 
countries into better labor 
and environmental standards 
and to cut nontariff barriers 
to trade such as enterprise 
subsidies and theft of intel-
lectual property. The RCEP 
is planning to only reduce 
tariffs and not involve trade 
in services and investment 
or nontariff issues. There is 
much at stake since the Asia-
Pacific accounts for 40% of 
the world’s population, 48% 
of world trade and 57% of 
global output and set to grow 
as multinational manufactur-
ers seek lower labor costs and 
China imports less materials 
for manufacturing.  

Moreover, there are 
already more than 200 free 
trade agreements (FTAs) in 
the region with conflicting 
policies on rules of origin of 
which the Free Trade Area 
of the Asia-Pacific (FTAAP) 
is addressing for better har-
monization among FTAs.  
The FTAAP concept has 
roots in the 21-member Asia 
Pacific Economic Coopera-
tion (APEC) in 2006. In 2014 
the APEC Connectivity Blue-
print 2015-2025 was written 

(INFLUENCE – continued 
from page 11)

construction period and a 
30-year operational conces-
sion before vested to Mongo-
lia at the end of the 30 years.  

MOngOlia feZ

After years of discussions 
and planning, Mongolia com-
pleted construction of a Free 
Economic Zone (FEZ) in 
the southern border town of 
Zamyn Uud with light indus-
try producing and exporting.  
The FEZ is expected to inte-
grate with the Chinese border 
town of Erlian, Inner Mon-
golia for a fully functional 
cross-border economic and 
cooperation zone.  All the 
infrastructure is completed 
and a 100 percent Mongolian 
invested business is produc-
ing from iron metal raw mate-
rials imported into the Zone 
from China and transform-
ing the metal into building 
materials sold to Mongolian 

construction companies with 
potential export markets.  

In September 2016, the 
Chinese began construc-
tion across from Zamyn Uud 
in Erlian, Inner Mongolia 
Autonomous Region that will 
connect the two border towns 
across 18 square kilometer 
(7 square mile) zone. This 
Zone will integrate interna-
tional trade processing of 
import and export commodi-
ties, facilitate e-commerce, 
entertainment and financing.  
The cost will be $135 mil-
lion for 33 kilometers (20.5 
miles) of roads, drains, heat-
ing and telecommunication 
and expected to be com-
pleted in 2018 according to 
Xinhua reports. This cross 
border connectivity with 
China could help to improve 
corridor performance from 
the seaport in Tianjin, PRC 
where Mongolian shipping 
containers have difficulties.  

Mongolia’s logistics costs 

as a percentage of GDP are 
still quite high at 28% and 
ranked an improving score 
of 108 out of 160 countries 
in 2016 by the World Bank’s 
Logistics Performance Index. 
The Index measures customs 
clearance, quality of infra-
structure, track and trace, and 
timeliness by on time deliv-
eries.  By comparison, China 
ranked 27 and Russia was 99.

Another project is 
the implementation of the 
National Electronic Single 
Window.  The Asian Devel-
opment Bank (ADB) and 
the government of Mongolia 
agreed to a $29 million loan 
project this year:  Regional 
Improvement of Border 
Services. This project will 
improve facilities and equip-
ment at the border towns of 
the following:  Altanbulag 
(near Russia), Bichigt, and 
Zamyn Uud (near China); 

(ADJUSTING – continued 
from page 14)

(ADJUSTING – continued 
on page 22)
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How much larger and more efficient 
can they be? Slow-steaming is already 
in play and layups, once an extreme 
answer, are as much a part of the oper-
ating routine as the endless surcharges. 
Ship scrapping has increased but has 
yet to yield a significant impact on 
over-tonnaging. The containership 
industry long ago squeezed out the 
inefficiencies of the back office - there 
is little more to pull out.

The only answer for container-
ship operators is consolidation either 
through alliances, agreemeents or out-
right acquisition. But will any of this 
be enough to stop the bleeding?

The Hanjin bankrutpcy more than 
any other event has shaken the indus-
try. Perhaps industry consolidation 
would have occured on its own accord 
but few can doubt that Hanjin slipping 
under a sea of red ink had an impact.

Take for example the forming of 
“The Alliance”. “The Alliance” was 
formed by Hapag Lloyd (and UASC), 
the Japanese carriers MOL, K-Line 
and NYK (who have said they will 
form a single entity from their con-
tainership divsions) and the Taiwan-
ese carrier Yang Ming. Hanjin was to 
be a part of the new alliance prior to 
the bankruptcy which unsettled the 
entire industry.

FMC Commissioner William P. 
Doyle at the NAPA (North Atlantic 
Ports Association) meeting in Decem-
ber when speaking about the ocean 
carrier alliances said, “It is notewor-
thy to point out that THE Alliance 
was filed in the wake of the Hanjin 
bankruptcy. Hanjin’s bankruptcy has 
disrupted the entire international mar-
itime supply chain. I am an advocate 
(and have advocated) of the alliance 
members providing safeguards in the 
event of future liner bankruptcies. 
Having said that, for the first time 
we are seeing an alliance agreement 
attempt to make forward projections 
on ways in which to deal with a failed 
carrier in an Alliance – or – more 
importantly, how the non-failing car-
riers can help the failed carrier’s ship-
pers and other customers.”

Once approved by regulatory 
authorities the three main ocean car-
rier alliances in 2017 will clearly 
dominate the trade lanes. For exam-
ple, on the Asia-Europe routes the 
Ocean Alliance, 2M and The Alli-
ance will account for 95% of the slot 
capacity. On the Trans-Pacific, the 
tally is over 93%. 

Recently, it was announced that 
Maersk would acquire Hamburg Sud 
Line, which follows the announce-
ment of a merger of containership 
divisions for the three main Japanese 
containership carriers (see above), 
Hanjin’s demise, NOL’s (APL) sale 
to CMA CGM, the merger of Cosco 
and China Ship, and Hapag Lloyd’s 
merger with UASC - which follows 
the takeover of CSVA.

The consolidation along with the 
new alliances dramatically alters the 
competitive picture.

Agency. Guidelines were issued and 
the MPA is proceeding with environ-
mental impact studies. It is estimated 
that a first new container terminal on 
site could be operational in the next 
decade, conditional upon obtaining 
the required regulatory approvals and 
continued market growth. This ter-
minal would add 1.15m TEU to the 
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(TARGETS – continued from page 12)

Port’s capacity.  The site is situated 
near rail and road links and an indus-
trial neighborhood.

AJOT: The port recently announced 
a project that will reduce GHG emis-
sions by optimizing truck routes and 
reduce dwell times at terminals. When 
will practical application begin of this 
important new initiative?

Boemi: MPA announced last Octo-
ber 3rd the implementation of a project 
that will reduce greenhouse gas (GHG) 
emissions by optimizing truck routes to 
and from terminals located on Port of 
Montreal territory. The advanced new 
Trucking PORTal Web-based applica-
tion will be a key tool to reach the goal of 
reducing wait times at port container ter-
minals. A data retrieving system makes 
it possible to measure truck trip transits 
from entering to leaving the Port, and 
to relay this information in real time to 
drivers and dispatchers. 

To achieve this, we rely on a com-
bination of Bluetooth and RFID (Radio-
Frequency Identification) technologies 
and license plate readers. Specifically, 
truck trips are captured at several points 
on Port territory, tracking their move-

ment. This results in a comprehensive 
view of the traffic, bottlenecks and wait 
times at the various terminals. This 
information is sent to drivers in real time 
by means of a mobile application that 
they download on their mobile device 
(from the Apple App Store and Google 
Play Store), or directly on their com-
puter (from www.portmtltrucks.com). 

They use this information to plan 
their route to get to the Port and, while 
on Port territory, optimize the time it 
takes them to deliver or pick up cargo. 
The 53,000 web hits we saw during 
the first 3 weeks suggest that dis-
patchers and truckers are consulting 
the Trucking PORTal quite heavily!

AJOT: Has the special relationship 
going back several years with the Port 
of Antwerp lived up to expectations?

Vachon: The Port of Antwerp has 
been our leading partner in container-
ized trade for many years. Our annual 
meetings with the Port of Antwerp 
allow us to strengthen our partnership 
through exchanges of best practices 
and identifying new market opportu-
nities. In April 2016, we renewed our 
Memorandum of Understanding for 

an additional 3 years. With 1 out of 5 
containers of our total volumes being 
exchanged with Antwerp in 2015, this 
port remains our largest trading part-
ner. These strong ties have allowed us 
to increase our presence in emerging 
markets such as Africa, Middle East, 
India and Asian countries.

AJOT: Have you estimated the 
potential benefits for the Port of 
Montreal, in volume terms, of the 
Canada-European Union free trade 
agreement (CETA) that could be 
implemented in substantial part by 
the end of 2017 if the ratification 
procedures proceed as hoped? 

Boemi: First of all, it should be 
noted that Northern Europe and the 
Mediterranean markets represented 64% 
of our container traffic in 2015. In fact, 
the Port of Montreal alone accounts for 
one third of the Canada-EU trade in ton-
nage terms. Generally speaking, CETA 
offers a great opportunity for increasing 
trade between Europe Canada. We esti-
mate that CETA could bring an increase 
in the order of 4% of the port’s European 
business by 2020 through the proposed 
phased elimination of tariffs.
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American Airlines Cargo to benefit from use 
of 787-9 on international routes

This month, American Airlines launched its 
international Boeing 787-9 service between Dallas/
Fort Worth (DFW) and Madrid Barajas (MAD) in 
Spain, offering cargo customers up to 36 LD3 posi-
tions, or 12 pallets, depending on the market.

The 787-9 is also currently operating from DFW 
to Sao Paulo (GRU) and, in January, will be added to 
the DFW-Paris (CDG) route. Similarly, in February of 
2017, Cargo customers will also benefit from the use 
of the new 787-9 between DFW and Incheon (ICN).

“The introduction of the 787-9 brings another 
more fuel efficient aircraft type with even greater 

cargo capacity into the American Airlines fleet,” 
states David Vance, American’s vice president of 
Cargo Operations. “On routes where we operate 
the aircraft, our cargo customers will see notable 
capacity improvements. We are especially pleased 
that DFW to MAD is one of the first routes to ben-
efit from the use of this aircraft, as there has been 
long-term demand for increased space.”

Although the exact aircraft equipment for each 
route is subject to change, American plans to have 
four of the new 787-9s flying within its network by 
the end of 2017.

AeroUnion launches service at MIA
Mexican freighter airline AeroUnion began 

service at Miami International Airport on December 
2 with two weekly roundtrip freighter flights that 
will serve a triangular route between Mexico City, 
Mérida and Miami. AeroUnion departs Miami at 
8:00 a.m. and arrives in Mexico City at 10:00 a.m. 
every Tuesday and Friday. AeroUnion will utilize 
Airbus A300F or Boeing 767-200F aircraft for the 
new service. “We proudly welcome AeroUnion and 
its new cargo service to Miami-Dade County,” said 
Miami-Dade County Mayor Carlos A. Gimenez. 
“MIA is to be commended for continually attract-
ing a steady stream of passenger and cargo airlines 
to our community from around the world.”

AeroUnion is the fourth all-cargo carrier 
to begin service at MIA this year. Most recently, 
U.S. freighter airline Northern Air Cargo launched 
four weekly charter flights on November 1, which 
include: two weekly roundtrip freighter flights on a 
triangular route between MIA, San Juan and Saint 
Martin; one weekly flight that will operate between 
MIA and Santo Domingo; and one weekly flight 
that will serve a triangular route between MIA, Port-

au-Prince and Santo Domingo. Also in November, 
U.S. carrier 21 Air began six weekly frequencies 
between MIA and Bogotá, and two weekly flights 
on a triangular route between MIA, Panama City 
and Guatemala City. In April, Canadian airline KF 
Cargo launched charter freight service between 
MIA and multiple points in South America.

“Congratulations to AeroUnion on their suc-
cessful launch into the Miami market, and we look 
forward to seeing them increase our trade volume 
with Mexico,” said Miami-Dade Aviation Director 
Emilio T. González. “AeroUnion joins our roster of 
what currently includes 43 all-cargo carriers and 109 
total airlines, which is the most at any U.S. airport.”

To modernize its cargo operations and attract 
additional freighter airlines, the Miami-Dade Avia-
tion Department is spearheading numerous short- 
and long-term improvement projects. The N.W. 25th 
Street overpass, completed by the Florida Depart-
ment of Transportation in July 2016, has reduced 
congestion and travel time for cargo truckers who 
can now travel above busy local streets between 
MIA, State Road 826, and west Miami-Dade. 

Amazon delivery pilots ordered 
to end strike for retail peak

Pilots for the Air Transport 
Services Group Inc. unit that 
hauls packages for Amazon.
com Inc. and DHL Worldwide 
Express were ordered back to 
work by a federal judge, halting 
a strike that threatened to disrupt 
holiday deliveries.

U.S. District Judge Timothy 
Black in Cincinnati gave a nod 
to the holiday shopping rush in 
granting ABX Air’s request for 
a temporary restraining order for 
pilots to return to the cockpit.

“The public expects that 
purchases and shipments will be 
delivered in a timely fashion,” 
Black said in his ruling. “Absent 
an injunction, ABX, its customers 
and the public will suffer imme-
diate, irreparable harm. Imagine 
Christmas without Amazon!”

Julie Ford, a lawyer for the 
pilots union, said the union has 
withdrew picket lines to comply 
with the order, which is effective 
for five days under federal law.

“The union is obviously 
disappointed,” Ford said in a 
phone interview.

The ruling cleared a major 
obstacle for Amazon headed into 
its first holiday shopping season 
since contracting with ATSG and 
another carrier to operate a fleet 
of cargo planes to shuttle inven-
tory around the country. Those 
contracts reduced the company’s 
reliance on FedEx Corp. and 
United Parcel Service Inc.

cyBer MOnday

The pilots returned to work 
in time for the online shopping 
peak between Thanksgiving and 
the following Monday. Online 
spending in the U.S. on Thanks-
giving, Black Friday and Cyber 
Monday is expected to reach 

$8.4 billion, or 9.2 percent of 
all online spending in Novem-
ber and December, according to 
Adobe Systems Inc.

“We re-balanced capac-
ity across our network of carrier 
partners to ensure there are no dis-
ruptions through the busy holiday 
weekend, and plan to leave these 
adjustments in place,” Kelly Chee-
seman, an Amazon spokeswoman.

DHL said its hub at Cincin-
nati/Northern Kentucky Interna-
tional Airport resumed operations 
and all delayed shipments were 
delivered.

About 250 ABX Air pilots 
walked off the job to protest the 
cargo carrier’s alleged staffing 
shortages. ABX Air operates 35 
flights a day for Amazon and 45 
for DHL, according to the Air-
line Professionals Association, 
Teamsters Local 1224, which 
represents the pilots. 

arBiTraTiOn required

In issuing his order, the 
judge said the dispute qualifies 
as minor because it involves only 
the interpretation of an existing 
union contract. That means that 
it must be submitted to binding 
arbitration, rather than be brought 
to a federal court, Black said.

“ABX and the other airlines 
that service DHL and Amazon 
are facing a staffing crisis, in large 
part because they cannot attract 
and retain talented pilots with the 
sub-standard pay and benefits they 
provide,” Dan Wells, president of 
Teamsters Local 1224, said in a 
statement. “Pilots should not have 
to go on strike to get back provi-
sions of a contract that was taken 
away from them just to ensure 
they have adequate rest and time 
with their families.”

IAG Cargo launches new Paris to New York route 
through OpenSkies 

IAG Cargo has launched 
the start of a new Paris Orly 
to Newark New Jersey route, 
its first ever direct cargo route 
between France and the US.  
The service is expected to appeal 
to French forwarders looking to 
access the US market through a 
more local hub. The route will be 
served by a wide bodied Open 
Skies B767-200 aircraft and 
will operate four times a week. 
It is anticipated that fashion and 
textiles, perishables and spare 
machinery parts will make up 
a significant proportion of the 
commodity mix.  Express prod-
ucts will be shipped under IAG 
Cargo’s Prioritise offering while 
must travel emergency shipments 
will travel under the carrier’s 
newly launched Critical product.

David Shepherd, Commer-
cial Director at IAG Cargo com-
mented: “This new development 
presents an exciting new oppor-
tunity that allows us to better 
serve our European custom-
ers. Our new route opens direct 
access from mainland Europe to 
the North-East of the USA max-
imising efficiencies and mini-
mising security and handling 
costs for European forward-
ers.  This launch demonstrates 
our commitment to investing in 
and delivering against market 

demand to meet the needs of 
global businesses, while our 
network and product portfolio 

is ideally suited to help support 
to the key commodity flows we 
expect on this route.”
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Single Source Solutions “S3”

One Kellaway Drive 
Randolph, MA 02368 

855-4ROADONE 
(855-476-2366)
www.roadone.com

LET’S CONNECT.

Learn how our S3 can empower your intermodal 
transportation program. It’s the Single Source 
Solution that will pay dividends for you from 
ports and rails to warehouse and distribution 
solutions nationwide.

Solutions That Connect
•  Domestic Intermodal Trucking Solutions
•  International Intermodal Trucking Solutions
•  Container Terminal Solutions
•  Regional Dedicated Truckload Solutions
•  National Transloading, Warehousing and Distribution Solutions

Former Labor Secretary Chao said to lead 
transportation agency

President-elect Donald Trump has picked 
Elaine Chao, a former U.S. labor secretary, to lead 
the government’s transportation policy and his 
plans to rebuild infrastructure in a 
program valued at as much as $1 tril-
lion, according to a person familiar 
with transition planning.

Chao, 63, a former banker who 
served all eight years of President 
George W. Bush’s administration, 
would become secretary of the Trans-
portation Department in Trump’s 
Cabinet if confirmed by the Senate.
Trump’s economic advisers released 
a plan advocating the provision of as 
much as $140 billion in tax credits to 
support $1 trillion in infrastructure 
investment. The credits would be offset through tax 
revenue from the projects’ labor wages and busi-
ness profits.

The president-elect’s transition website says 
the new administration seeks “to invest $550 bil-
lion to ensure we can export our goods and move 
our people faster and safer.” The details on the 
structure of the plan are still to come.

hOw TruMp MighT Try TO fix Bridges 
and highways

Trump pledged in his victory speech to “rebuild 
our highways, bridges, tunnels, airports, schools, 
hospitals,” an effort that “will put millions of our 
people to work.” Power plants, ports, water pipes, 
sewage treatment plans, electrical grids, even parks 

and schools, can also fit under the expansive defi-
nition of infrastructure.

The Transportation Department has been the 
conduit for U.S. funding of highways, 
bridges and airports. It regulates air-
lines, automobiles, railroads, trucking 
and busing. The agency has a budget 
of about $95 billion and a total of 
more than 57,000 employees within 
the agency and others it oversees, 
according to recent budgets.Among its 
operating units are the Federal High-
way Administration, Federal Avia-
tion Administration, Federal Railroad 
Administration and the National High-
way Traffic Safety Administration.

Chao in June joined the Hudson 
Institute, a Washington-based policy group, as a 
distinguished fellow focusing on topics including 
employment, labor mobility and trade.

Chao didn’t speak English when she arrived 
with her family in the U.S. at age 8 from Taiwan, 
according to a biography on her website. She grad-
uated from Harvard Business School and was vice 
president of syndications at BankAmerica Capital 
Markets Group and a banker with Citicorp in New 
York before entering public service that included 
leading the Peace Corps.

Chao sits on boards of News Corp., Wells Fargo 
& Co., Vulcan Materials Co. and Ingersoll-Rand 
PLC, according to data gathered by Bloomberg.

She is married to Senate Majority Leader 
Mitch McConnell, a Kentucky Republican.

Elaine Chao, a former 
US labor secretary

Shuster selected to return as Transportation 
and Infrastructure Committee Chairman

U.S. Rep. Bill Shuster (R-PA) statement 
regarding his selection by the House Republican 
Conference to continue serving as Chairman of the 
Committee on Transportation and Infrastructure:

“It is an honor to be selected again by my col-
leagues to serve as Chairman of the Transportation 
and Infrastructure Committee in the next Con-
gress.  I am extremely proud of the achievements 
of our Committee over the last four years.  Working 

across the aisle, we have worked hard to improve 
our infrastructure through legislation like the FAST 
Act for our Nation’s roads, bridges, and rail sys-
tems, multiple water resources bills to improve our 
ports and waterways, important authorizations of 
the U.S. Coast Guard, pipeline safety legislation, 
bills to improve disaster management and shrink 
the federal government’s real estate footprint, and 
other measures.

JAXPORT’s new rail terminal 
is open for business

JAXPORT’s new $30 mil-
lion Intermodal Container Trans-
fer Facility is now officially open 
for business. 

The ICTF provides on-
dock rail service to JAXPORT’s 
North Jacksonville seaport ter-
minals: the Blount Island Marine 
Terminal and the TraPac Con-
tainer Terminal at Dames Point. 
The direct transfer of contain-
ers between vessels and trains 
speeds up the shipment process, 
offering shippers greater options 
and efficiencies.

The facility was constructed 
with $20 million in funding from 

the state of Florida and $10 mil-
lion in federal TIGER-grant funds.

Rail that connects to CSX 
Transportation’s main line 
allows for two unit trains each 
day. Ceres Rail Services is 
responsible for managing the 
day-to-day operations.

Along with the deepening 
of Jacksonville’s harbor to 47 
feet, the ICTF is one of several 
major capital projects at JAX-
PORT aimed at serving global 
cargo customers, increasing 
efficiency and contributing to 
the economic vitality of North-
east Florida. 

Wabash National’s all-composite 
refrigerated trailer moves closer 
to production

Wabash National Corpo-
ration announces commitment 
from a fourth fleet to join the 
company’s launch program for 
its Cold Chain Series refrig-
erated van trailer made with 
molded structural composites—
the first trailer of its kind.

Leonard’s Express joins 
Werner Enterprises, K&B Trans-
portation and Combined Trans-
port—with dealers Regional 
International, TEC Equipment 
and Wick’s Truck Trailers—to 
bring the company’s innovative 
refrigerated trailer to the North 
American market.

“The launch program for 
our Cold Chain Series com-
posite reefer continues to 
move forward as planned,” 
said Brent Yeagy, president 
and chief operating officer. 
“Refrigerated carriers see the 
superior performance benefits 
in our new molded structural 
composite technology. Many 
carriers have been very inter-
ested in participating in the 
launch program so they can 
better understand the value of 
the performance benefits on 
their operations.”  

“We’re excited to show the 
progress we’ve made since we 
introduced our prototype trailer 
in February,” added Robert 
Lane, director of business devel-
opment for Wabash National’s 
Commercial Trailer Products. 
“We’ve spent the past eight 
months in R&D undergoing fur-
ther testing and qualifications 
and finalizing repair procedures. 
This reefer is unlike anything on 
the market today.”

Wabash National’s Cold 
Chain Series refrigerated van is 
made out of the company’s pro-
prietary molded structural com-
posite with thermal technology 
(MSCT), which improves ther-
mal performance by up to 25% 
and is up to 20% lighter, while 
significantly improving punc-
ture and damage resistance. In 
addition, the molded structural 
composite floor system prom-

ises higher floor ratings—up to 
24,000 pounds. 

“What this means for our 
customers is improved thermal 
efficiency, reduced fuel costs, 
increased payload and cargo 
capacity, optimized utilization 
and enhanced durability,” Yeagy 
explained. 

Molded structural compos-
ites are used in a wide range 
of applications, including aero-
space, automotive, marine and 
commercial construction. This 
is the first time the technology is 
being used in the trailer industry. 
Wabash National also utilizes 
this technology in its previously 
commercialized refrigerated 
truck body.

Production and field test-
ing for the initial launch trailers 
will begin in the first quarter of 
2017. 
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Joint venture of DP World and 
Quebec pension fund to invest in ports 

By Leo Ryan, AJOT

Canada’s second largest pension fund and 
DP World have announced a C$5 billion (US$3.8 
billion) joint venture that will invest in ports and 
terminals around the world, including Asia and 
Latin America. It’s another illustration of Canadian 
pension funds increasingly targeting investments 
in ports and terminals as reliable, steady sources 
of cash flow and with financial returns potentially 
exceeding publicly-traded stocks and bonds.

Dubai-based DP World, which operates some 
77 marine and inland terminals and handles more 
than 170,000 TEU per day, will own 55% of the 
yet-unnamed investment platform, and the Caisse 
de depot et placement du Quebec (CDPQ) will 
control the remainder, according to a statement 
released on Dec. 2.

As a first step, the Caisse will acquire for 
C$865 million a 45% stake in two of DP World’s 
Canadian container terminals in the ports of Prince 
Rupert and Vancouver, where capacity expansion 
is underway. DP World will also be taking over a 
container terminal at the Port of Saint John, New 
Brunswick in January.

DP World and the Caisse have also structured 
their agreement to allow up to one quarter of new 
investments to be allocated to greenfield projects 
- meaning they would not shy away from building 
something new from scratch as opposed to invest-

ing in an existing facility.
Michel Sabia, chief executive of the Montreal-

based CDPQ, said the partnership will give the 
Caisse “access to high-quality transactions and the 
opportunity to invest in the best port infrastructure 
worldwide.”

Sultan Ahmed Bin Sulayem, chief executive of 
DP World, said that opportunities in the global port 
and terminal sectors are “significant.”

He said the partnership with the Caisse “offers 
us greater flexibility to capitalize on these oppor-
tunities while maintaining a strong balance sheet 
and retaining control. By combining our in-depth 
knowledge of container handling and CDPQ’s 
expertise in infrastructure investing and long-term 
horizon, we can continue to develop the port and 
terminal sector globally.”

The Caisse, which has about C$255 billion in 
net assets under management, has a 27% interest in 
Australia’s Port of Brisbane as part of its infrastruc-
ture portfolio.

Earlier this year, the Canada Pension Plan 
Investment Board was part of a group that pur-
chased Australian port and rail operator Asciano 
Ltd. for A$9 billion. And the Ontario Municipal 
Employees Retirement System agreed, with part-
ners, to buy a 50-year lease to operate the Port of 
Melbourne in Australia for A$9.7 billion.

Triple Indemnity sought 
under the Shipping Act 

By Matt Guasco, AJOT

In September of 2012 the 
Department of Justice found evi-
dence among eleven Roll-
On/Roll-Off carriers of 
misconduct under mar-
itime regulations. The 
FMC (Federal Mari-
time Commission) 
allows carriers to 
jointly set pricing and 
make adjustments to 
combined capacity, if 
these events are filed 
in advance. Undocu-
mented action is subject to fines 
and compensation to injured 
parties up to twice the value of 
assessable damage.

shippers file fOr anTi-
TrusT cOMpensaTiOn

Subsequent to the investi-
gation, the FMC began a series 
of reviews and penalties levied 
against participants in the 
above investigation. In separate 
actions, shippers began to come 
forward seeking compensation 
from the federal courts under 
the Clayton Anti-Trust Act. In 
June 2013 a consolidated law-
suit was filed in the U.S. Dis-
trict Court for New Jersey. The 
suit alleged anti-trust immunity 
had been violated and requested 
three times the compensation 
for damages.

clayTOn Verses The 
shipping acT

In 1890 Congress passed 
the Sherman Act as a means of 
preserving free and competitive 
trade. It was designed to prohibit 
collusion among business inter-
ests at the expense of the con-

sumer. The Clayton Act passed 
in 1914 refined the definition of 
unfair competition and further 
prohibited the creation of busi-
ness trusts. It also allowed 
injured parties to collect three 
times the value of damages 

in cases of proven 
wrong doing. In 1984 
the Shipping Act out-
lined procedures for 
collective activity 
among ocean carriers 
including rate agree-

ments filed with the FMC. It 
further defined exemptions from 
antitrust legislation.

Section 40307 outlines 
these to include “an agreement 
or activity relating to transporta-
tion services within or between 
foreign countries, whether or not 
via the United States ….” It fur-
ther stated under subsection (d) 
that “A person may not recover 
damages under section 4 of the 
Clayton Act (15 U.S.C. 15), or 
obtain injunctive relief under 
section 16 of that Act (15 U.S.C. 
26), for conduct prohibited by 
this part (i.e. the Shipping Act 
as outlined above). So, the civil 
case against the carriers was dis-
missed on August 28, 2015 find-
ing on behalf of the defendants. 
The Plaintiffs retain their right 
to request damages at twice the 
value from any review and judg-
ment filed with the FMC.

The case gOes TO appeal

Last month the U.S. Court 
of Appeals heard the opening 
arguments on the civil antitrust 

(INDEMNITY – continued on 
page 21)

Carrier conundrums: HMM, the 2M Alliance 
and Korea Line

By George Lauriat, AJOT

The 2M Alliance, composed 
of the two largest containership 
operators, Maersk and MSC 
(Mediterranean Shipping Cor-
poration) reportedly announced 
it will not admit Hyundai Mer-
chant Marine (HMM) as a full 
partner in the agreement but will 
explore other options such as slot 
exchange or purchase agreement. 

Lloyds List reported Maersk 
as saying, “The parties are there-
fore discussing the possibility of 
HMM partnering with the 2M 
network through a slot exchange 
and purchase agreement. The 
partnership discussions are ongo-
ing and include the possibility of 
Maersk Line taking over charters 
and operations of vessels cur-
rently chartered to HMM with 
the aim of deploying them in the 
2M networks. The discussions 
include how we can improve our 
products on the Pacific trade.”

Since cutting a deal in 
March and avoiding bank-
ruptcy, South Korea’s Hyundai 
Merchant Marine (HMM) has 
anticipated joining the largest 
of all shipping agreements, the 
2M Alliance, composed of the 
two largest containership opera-
tors, Maersk and MSC (Mediter-
ranean Shipping Corporation). 
While HMM is a fraction of the 
size of the two giants, it never-
theless appears a good fit. HMM 
has maintained the position that 
in either late November or early 
December a “formal agreement” 
would be inked in respect to the 
VSA (vessel sharing agreement). 

However, last week, Maersk 
threw a spanner into the formali-
ties. The Danish mega-carrier, 
in a widely reported statement 
on the agreement talks, noted, 
“Since July 2016, 2M has been 
in discussions with the Korean 
container shipping line, Hyun-
dai Merchant Marine (HMM), 

on HMM joining the 2M vessel 
sharing agreement (2M VSA). 
The parties have discussed the 
possibility of HMM joining 2M 
as an operating partner and now 
decided to look at other coop-
eration possibilities… The parties 

(CONUNDRUMS – continued 
on page 22)
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A SERVICE B SERVICE J SERVICE
Cutoff Friday Cutoff Thursday Cutoff Friday

FROM NEW YORK LOLO RORO LOLO LOLO
TO Transit Time Transit Time Transit Time Transit Time

ANTWERP 12 16 10 –
BREMERHAVEN – – 12 –
GÖTEBORG 15 19 – –
HAMBURG 14 18 – 23
LE HAVRE – – – 19
LIVERPOOL 10 14 – –
ROTTERDAM – – 14 20
SOUTHAMPTON – – 9 26

ACL’S LOLO & RORO SERVICES

RORO Customer Service 877-918-7676

Export Customer Service 800-225-1235

Export Documentation 888-802-0401

Import Customer Service 888-802-0403

Logistics 866-821-7449

Credit & Collections 888-225-7747

(L to R) Sam LaMacchia – Ogdensburg NY Port Authority, 
Helen Jenkins – Advisian Ontario, Janenne Pung – Great Lakes/

Seaway Review, Clayton Harris III – Illinois International Port District

(L to R) Gerd Warkus – Hansa Heavy Lift, Julia Fields – Chamber of 
Marine Commerce, Ottawa, Peter Eisenhardt – Spliethoff

(L to R) Bruce Hodgson – St. Lawrence Seaway Management Corp., 
Patricia Byrne – CSX, Zelko Kirincich – Port of Oswego NY

(L to R) Alan Taylor – Highway H2O, 
Martha Hammill,Terrence Hammill – Port of Oswego NY

(L to R) Frank Robertson –
Oshawa Stevedoring, 

Aron Gampel – Scotiabank

(L to R) Jim Athanasiou – 
St. Lawrence Seaway Mgt 

Corp., Danny Vancoppenolle – 
Port of Ghent

Daily Service Port of Boston
Serving: Conn., Maine, Mass., N.H., 

Rhode Island, Vermont
Also Serving Logan International Airport

M & S  EXPRESS
200 MYSTIC AVENUE
MEDFORD, MA 02155 

 (781) 395-8772/87
Fax (781) 395-7319

Bonded U.S. Customs Carrier

Radio Dispatched

Bonded Container Freight Station

Overwidth/Overheight Loads

Container-LTL
Piggyback Coverage

Consolidation-Distribution
Private Chassis Fleet

Fully Insured

Looking at AAPA’s infrastructure wish list 

The American Associa-
tion of Port Authorities (AAPA) 
recently released a statement 
echoing President-Elect Trump’s 
pledge to “Make America Great 
Again.” In a letter to the transi-
tion team, the association out-
lined several areas for investing 
the $1trillion pledged by the 
GOP for rebuilding America.

upgrading The lasT Mile

In 2015 President Obama 
signed the current FAST ACT 
into law. FAST (Fixing Amer-
ica’s Surface Transportation) 
provides a long-term plan for 
rehabilitating our nation’s roads 
and bridges. In addition the bill 
allocates money under the D.O.T 
to address intermodal projects, 
allowing ports to better con-
nect the berth to the beltway. It 
looks at alternative ways to move 
freight. Moving containers and 
trailers by water under Short Sea 
Shipping is also being studied 
under FAST. The AAPA is asking 
that $1.25 billion be earmarked 
under the D.O.T’s Offices of 
Multimodal Freight Transporta-
tion and the Maritime Adminis-
tration to study new projects.

MainTaining Our pOrTs 
and waTer ways

The association is asking for 
a definitive budget and increased 
funding under the Harbor Main-
tenance Tax (HMT). The HMT 
in the past hasn’t always been 
fully spent, nor has it been 
granted to ports based on cargo 
volume. The AAPA would like 
part of the money to be set aside 
for dredging and maintaining 
with additional funds given to 
ports for discretionary spending. 

HMT dollars could be used 
in part for waterborne projects 
to ease the flow of cargo across 
the quay. 

securing Our pOrTs and 
Marine BOrders

Increases to the Port Security 
Grant Program of at least $100 
million have been requested by 
the AAPA. Funding should be 
directed to our nation’s ports and 

By Matt Guasco, AJOT

prioritized by their threat potential.
Additional money could be 

used to hire more Customs and 
Border Protection agents beef-
ing up the maritime staff at major 
gateways. More Radiation Portal 
Monitors could be purchased 
adding an additional layer of 
security at U.S. Seaports. 

enVirOnMenTal 
sTewardship

The EPA’s Diesel Emis-
sions Reduction program should 
also receive increased funding. 
Ports would be able to partner 
with the Department of Energy 
and private enterprise to create 
new technologies for reducing 
airborne emissions. Further sup-
port for Clean Air Action Plans 
adopted by ports and terminals 
would allow the marine industry 
to move forward in their effort 
toward cleaner air. Programs to 
address coastal erosion and nat-
ural disaster would allow ports 
to plan mitigation strategies. 

inVesTing in aMerica’s 
MariTiMe fuTure

AAPA’s President and CEO 
Kurt Nagle said, “it is vital that the 

United States invest significantly 
in its ports and freight network…” 
Our seaports are truly a National 
Treasure. They account for over a 
quarter of our economy and sup-
port 23 million jobs according to 
the AAPA. Ports and the private 
sector plan to spend around $155 
billion on infrastructure over the 
next five years. 

case against the Ro/Ro Carriers. 
Shippers in the collective lawsuit 
are still vying for triple damages. 
So far initial reaction by the three-
judge panel appears to support the 
District Court’s dismissal. This 
would return the matter to the 
FMC for disposition. Plaintiffs 
who pursue it further would only 
be entitled to compensation under 
the current regulations. If however 
the judges overturn the ruling! 
The implications of this action 
are mindboggling. For one thing 
it would set a new precedence for 
further lawsuits. Not only that, but 
it creates a major riff in the Ship-
ping Act which clearly defines 
antitrust exemptions. 

(INDEMNITY – continued 
from page 20)

12th Annual Hwy H2O Conference
The 12th Annual Hwy H2O Conference was held at the Hilton Toronto 

Airport Hotel, Canada on November 16-17, 2016. The highly successful 
conference explored the issues and potentialities of the marine industry of 
the Great Lakes and the Saint Lawrence Seaway system. 
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are therefore discussing the possibility of 
HMM partnering with the 2M network 
through a slot exchange and purchase 
agreement.”

The hanjin experience

What happened to change the nature 
of the talks? In a nutshell Hanjin hap-

Times, the SM Group offered a price of 
Won 225 billion (US$190,179 million), 
including a Won 165-billion (US$139 
million) capital increase and a 60-Won 
billion (US$51 million) debt assumption 
for Hanjin. The assets include offices and 
networks, five 6,500 TEU vessels and a 
54% stake in Total Terminals Interna-
tional (TTI) in Long Beach terminal with 
the remainder of the terminal owned by 
MSC. Interestingly, in late August the 
SM Group also assumed controlling 
interest in another bulk ocean carrier, 
Samsun Logix, buying the shares from 
Hong Kong based debt trader SC Lowy. 
These moves beg the question, with an 
aggressive parent in the SM Group look-
ing for fire sales, is Korea Line poised to 
become a genuine player in the future? 
Early returns would say no, but there are 
reasons not to dismiss the possibility.

fuTure deplOyMenT 
Even with the 2M announcement, 

it’s unclear as to exactly how the deploy-
ment would work – Maersk taking over 
the vessels and operating them within the 
2M network or some slot exchange on a 
mutually agreed services and routes. 

And it is never easy, even in stellar 
market conditions, for the mouse to nego-
tiate with two elephants, as is the case 
with HMM and the 2M Alliance.

Still HMM has already weathered the 
worst of the storm and with larger con-
tainerships on the way could find the elu-
sive, right alliance fit. 

And from another perspective, much 
of what has transpired (including the 
Hanjin bankruptcy) happened under the 
aegis of a South Korean Government, 
which acted uncharacteristically against 
the tradition of support for the industry – 
a situation that could very well change. If 
it does, Korea Line’s prospects might look 
very different. And the ultimate cure all for 
carrier conundrums is an upturn in 2017.

(CONUNDRUMS – continued from 
page 20)

ZIM to enhance its Atlantic network
ZIM has announced a significant 

upgrading of its Atlantic network, offer-
ing improved connections between US, 
Canada and the Mediterranean, starting 
April 2017, subject to FMC approval. 

ZIM Container Service Italy (ZCI) - 
A new premium string, offering improved 
service to the Italian and French markets, 
connecting with Canada and the US East 
Coast, with faster transit time, additional 
ports of call in Italy and a direct call in 
Fos, France. This service will operate  5 
vessels on the following rotation: Salerno 
- Livorno – La Spezia – Genoa – Fos Sur 
Mer – Halifax- New York - Norfolk – 
Savannah – Salerno   

ZIM’s flagship service, ZIM Container 
Service Atlantic (ZCA), operating 7 ves-
sels, will focus on the East Med and Spain, 
with a new call in Algeciras, serving the 
South Spain market and adding new direct 
calls in two major Turkish ports- Izmir and 

Mersin. • ZCA upgraded rotation: Ashdod 
- Haifa - Izmir - Piraeus - Barcelona - Tar-
ragona - Valencia – Algeciras - Halifax - 
New York - Norfolk - Savannah - Valencia 
- Tarragona – Mersin – Ashdod

The two current well-established ded-
icated services, MGX and MPS, will con-
tinue to operate as follows: 
• Mediterranean Gulf Express (MGX) 
providing a fast, direct service between 
Mexico, US Gulf and the Mediterranean, 
with connections to the Caribbean and Cen-
tral America: Cagliari - Livorno - Genoa 
- Barcelona - Valencia - Port Everglades - 
Kingston - Veracruz - Altamira - Houston 
- New Orleans - Tangier – Cagliari
• Mediterranean Pacific Service (MPS) – a 
direct service between US West Coast and 
the Mediterranean:  Cagliari - Livorno - 
Genoa - Fos Sur Mer - Barcelona - Valen-
cia - Tangier - Los Angeles -  Oakland 
- Caucedo - Lisbon - Valencia – Cagliari

6,000 TEU container vessels, but none of 
this size has yet called at Montreal.)

According to Schoch, the current 
market does not justify introducing 
larger vessels than the Toronto Express 
and Montreal Express with nominal 
capacities of 4,400 TEUs. “But in the 
medium and long term, we want to grow 
as the market grows.”

(CHOICE – continued from page 12)

improve the Customs information sys-
tems to become single window ready and 
begin preparations for the single window 
to include all trade related agencies and 
private sector entities involved in the 
supply chain for imports and exports.  
ADB also began constructing a new 
logistics center in Zamyn Uud to further 
modernize and improve the road and rail 
transshipments at the border crossing, 
especially for rail where the Mongolians 
and Russians have different rail gauge 
than the Chinese, which causes delays.

Opening The lOgisTics windOw 
The Single Window project will 

have immediate impact on Mongolia 
international trade for companies such 
as Wagner Asia global imports of heavy 
equipment, vehicles and emergency 
parts for remote mining sites.  The coun-
try of origin (CoO) document is required 
to clear goods into the country. The CoO 
process for emergency parts is cum-
bersome without the electronic single 

(ADJUSTING – continued from page 15) window and can cause millions of dol-
lars in lost production at the mines. “For 
example, when an Oyu Tolgoi shovel 
costing $25 million and is supported by 
7 to 8 moving trucks at $5 million each 
has an emergency part malfunction. The 
CoO document is processed by the CAT 
supplier in 3-5 days, electronically.  The 
emergency case will require delivery in 
48 hours,” said Potter in a recent inter-
view in Ulaanbaatar. The Single Window 
would expedite this process to meet the 
emergency at the mining site.

Mongolia’s economy is making prog-
ress on numerous transportation and trade 
logistics infrastructure projects and opera-
tional improvements that began planning 
many years ago.  The new airport, the 
northern rail link, and the Single Elec-
tronic Window and the cross border zone 
with China will bring new market oppor-
tunities across many industries. These 
adjustments together with implementa-
tion of agriculture policies will diversify 
from mining to sustainable long-term eco-
nomic growth.  

pened, or more correctly, the South 
Korean court’s decision to award the 
assets of the bankrupt Hanjin to a com-
parative unknown Korea Line.

Ironically Korea Line, South Korea’s 
second largest bulk-shipping operator, 
itself filed for bankruptcy protection 
back in 2011. In 2013, the 29-ship Korea 
Line was bought by the Samra Midas 
Group (SM Group), a Korean construc-
tion and manufacturing company. While 
most shipping analysts expected Hanjin’s 
assets to be absorbed by HMM, Korea 
Line reportedly simply offered a better 
bid. According to a report in the Korea 
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(L to R) Jim Togneri – APL, Brandon O’Meara – Port of San Franscisco, 
Peter Dailey – Port of San Franscisco, Greg Teshara – Hutchison Equipment Services

(L to R) T.F. Hau – OOCL, Jean Banker – Port of Oakland, 
Laura Williams – Pacific Merchant Shipping Association, Scott Taylor – GSC Logistics

(L to R) Jack Carbone – Pasha Group, John Walter – Hutchinson Equipment Services, 
Susan Duran – Flexi-Van, Greg Bostwick – SeaCube

(L to R) Marisa Good – Cost Plus, Rachel Valiejo – Cost Plus, Tina Valdez – Cost Plus, 
Sara Tenorio – ClearPoint

(L to R) Tony Brower – Brower & Co., 
Carlos Navarro – Sun Valley Rice, Julie Nemes

(L to R) Ethan Guiles – TSC Container, 
Andy Hemp – Maersk, Marina Bazana – TSC Container

(L to R) Joe Ritzman – SSA Marine, Susan Ransom – 
SSA International, Mike Polich – Tesla Motors

(L to R) Heejoo Ramsey – Hyundai, Tom Binger – 
GlobeRunners, Joerg Zimmerman – Hamburg Sud

(L to R) Jahan Byrne – Pasha Hawaii & PTA Chairman, 
Jean Banker – Port of Oakland, Ricky Sun – Port of Oakland

(L to R) Hina Parikh – Pasha Hawaii, 
Marisa Good – Cost Plus, Rachel Vallejo – Cost Plus

(L to R) Thompson – BNSF Railway, 
Kyra Kindon – COSCO Shipping

(L to R) Michael Nerney – Port of San Franscisco, 
Jane Wisdom – Hyundai

(L to R) Sandra Nguyen Thanh – Karl Gross Logistics, 
Eric Teegelaar – Interocean Steamship

PTA hosts 37th Annual Steamship Night
The Pacific Transportation Association hosted its 37th Annual Steamship Night in San Franscisco, CA on October 13th. More than 500 people attended.
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