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Reaching the U.S. Midwest : An alternate trade route

with Canadian shippers
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Gabriel Lagunes, General Manager, Asia of
Canadian National Railway notes that CN
has had offices in the Asia Pacific region
since 2004. They wish to let shippers know
there is a consistent reliable option in CN
and the Canadian gateways to reach North

America’s heartland.
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While challenging trade conditions continue, North
American freight railway giant CN suggests North
American shippers, in the process of re-engineering
their supply chains, to look for alternate trade routes
to North America to maximise operational efficiency.

“Looking north”

Increasing trade tensions has been a threat to the global supply
chain. Undoubtedly, the trade dispute has led to a relocation of
production lines, in particular from the Mainland China to
developing countries like Vietnam and Cambodia. “The production
output that has been migrated to other Southeast Asian countries,
away from the mainland, is indeed having an impact on container
shipping and trade routes,” says Gabriel Lagunes, General Manager,
Asia, CN.

He continues, "We are hearing that more of Southeast Asia’s cargo
is being routed to the U.S. East Coast, which is resulting in
congestion at those ports. We hear that on average the dwell time
for cargo (the amount of time that cargo is detained) at some ports
is an average of 6 days, with some shipments remaining as long as
10 to 14 days. We also hear that customers are having a hard time
getting space on vessels for these strings (the ordered set of ports at

which a container vessel will call).”

CN, along with its railway subsidiaries, offer unique access to three

coasts, serving seven major ports, five logistics parks, more than 30
transloading and distribution facilities, and 23 intermodal terminals
in Canada and the U.S., including quick and easy access in and

around Chicago.

For North American companies relying directly or indirectly on Asian
supply chains to meet customer demand in the U.S., CN's advice is
“to look north”. For example, Mr Lagunes confirms that
Midwestern destinations such as Chicago are roughly equidistant in
terms of total transit time whether they use Canadian West Coast or
Canadian East Coast, when they originate from manufacturing

centres in Southeast Asia.

PSA International Pty Ltd (PSA), a leading global port terminal
operator, recently acquired the Halterm Container Terminal in the
Port of Halifax, and CN has the capacity to attract more business to

serve key markets in the U.S. Midwest.

“The Port of Halifax is a diversification strategy in terms of serving
the U.S. East Coast, just as the ports of Rupert and Vancouver are an
alternate way to serve the U.S. West Coast,” says Mr Lagunes. “The
total transit time when going to Chicago for instance, through the
Port of Halifax from ports in Cai Mep in Vietnam, is roughly 31 to 32
days. This beats East Coast ports in the U.S. by about 2 to 4 days.
Our port partners offer consistent port dwell times in the range of 2
to 3 days, and our service to the U.S. Midwest is in line with other

U.S. railroads.”

Re-engineering supply chain solutions

A vyear into the challenging trade conditions, not only global
companies including Apple and Nintendo have announced plans to
move their production out of the mainland, but also smaller and
medium-scale manufacturers. Mr Lagunes asserts that the relocation
process could present an opportunity for manufacturers to
re-engineer their supply chains and optimise their operational

efficiency.

Mr Lagunes continues, “Some production migration had already
been happening and the trade dispute only accelerated this process.

However, with the influx of migration, some receiving countries



experienced bottlenecks, congestion and slowdowns.” Due to the
sheer output size of the Mainland China, a small decrease in
manufacturing of the mainland could result in a leap of 40 to 60

percent in the output of the receiving country.

While mainland manufacturers have an ecosystem of suppliers built
around industrial sites, the relocation of production facilities
involves the feedstock (raw material used to fuel the industrial
processs) for the whole manufacturer process. “We encourage any
shipper who is contemplating migrating to look at their supply
chains, and consider using CN and its Canadian gateways.” Mr

Lagunes advises.

Eyeing acquisition opportunities

In response to the growing consumer economy requiring more
sophisticated transportation solutions, CN’'s strategy is to offer
more end-to-end rail supply chain solutions to a wider range of
customers. Strategic acquisitions of intermodal divisions help the
company to expand its North American rail intermodal supply chain

services, and to continue to achieve sustainable business growth.

The March 2019 acquisition of TransX, one of Canada’s leading
intermodal and logistics companies with 55 years of experience, is
allowing CN to deepen its supply chain focus and strengthen its
exceptional franchise, including expanding its intermodal and
temperature-controlled supply chains. In addition, the acquisition
creates a solid framework to serve a growing consumer economy
with transportation options that bring more supply chain flexibility

to its customers.

Mr Lagunes emphasises that, as part of the Company strategy, CN
is keeping a close eye out for additional acquisition opportunities.
“This type of transaction will allow us to extend our reach, feed our
network, and be a true supply chain enabler by continuing to offer
the best services to our customers, from the first to the last mile,”

he says.

The company is investing in expanding its intermodal and
automotive terminals as well as improving the velocity and fluidity
of its networks to handle growing volumes. CN has expanded its
fleet in 2019 by acquiring 140 high-tech locomotives, 1,400
100 CargoCool®
containers. “With over C$22 billion of capital investments in the

intermodal  containers and refrigerated
last 10 years, we continue to invest back into the business in order
to deliver on our organic growth plans and help our customers win

in their markets,” Mr Lagunes says.

I

This is the fourth year that CN will attend the Asian Logistics and
Maritime Conference (ALMC) to be held on 19-20 November. “CN
has had offices in the Asia-Pacific region since 2004,” Mr Lagunes
says, “and much earlier than that in terms of our agency
representations. We want to have ‘boots on the ground’ to let
shippers know they have a consistent and reliable option in CN and
the Canadian gateway in order to reach North America’s
heartland.” He confirms that the ALMC provides an excellent
platform to convey CN's message given the quality and diverse

range of attendees at the conference.
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North American outlook:
What changing trade policies,

regulations and sourcing
shifts mean for supply chains

Date: 20 November
Time: 11:30am-12:45pm
Venue: Room A



