
The Panama Canal Expansion was designed 
with the following objectives in mind: 
to maintain the competitiveness of the 
interoceanic waterway and preserve 
the value of the route; to increase Canal 
capacity, allowing for the transits of larger 
ships; to reduce the consumption of water 
during each lockage; to improve its safety 
and efficiency; and to sustain tonnage and 
profitability growth.  

On June 26, 2016, the Panama 
Canal opened its new set of locks, thus 
guaranteeing the transits of Neopanamax-
size vessels. After more than one year of 
operations, we have witnessed more than 
1,700 transits of these larger ships, which are 
distributed among several market segments. 
The containerships account for 52% of the 
aforementioned transits, followed by LPG 
(Liquefied Petroleum Gas) vessels with 31%, 
and LNG (Liquefied Natural Gas) ships with 
9%. The rest include dry bulkers, car carriers 
and passenger vessels.

Very large ships carrying coal from Puerto 
Nuevo, Colombia are already transiting 
through the Panama Canal with raw materials 

destined for Lazaro Cardenas, Mexico, taking 
advantage of the lower per-unit costs. The 
LPG and LNG vessels are departing East 
Coast and Gulf ports of the United States 
and/or Trinidad & Tobago, destined for 
Mexico and Asia. Their deployment through 
the Panama route saves them hundreds of 
sea miles. These two segments hold a very 
important share of the total Canal market, 
while generating huge trade potential for 
the route. 

EXPANDED FOR HIGHER  VOLUMES
With the opening of the new locks, the 
containership segment has observed a 
fast deployment of Neopanamax Liner 
Services through the waterway, with 
vessels of up to 13,500 TEU. This segment 
has experienced the fastest growth rate in 
volume and traffic over the past ten years, 
and it is expected to remain the leader in 
the years ahead. 

For ocean carriers, a fast deployment of 
Neopanamax liner services has meant an 
advantage in routing, and the attainment 
of a cost value proposition. The benefits 

obtained from the economies of scale 
offered by these vessels reduce the total 
cost per TEU for the ocean carrier, therefore 
making the use of Neopanamax-size vessels 
more advantageous. Currently, almost 97% 
of the world containership fleet can transit 
through the new locks.  Therefore, operators 
have more opportunities to maximize the 
use of their fleet through the waterway. 

With the introduction of bigger 
containerships, cargo volumes  through 
the Panama Canal have grown nearly 20%, 
from 12.4 million TEU to 14.8 million TEU, 
and vessel utilization levels have increased 
more than 5% overall. Volumes on the Asia  
– East Coast of the United States route have 
grown 7% from previous year´s figures. 
Neopanamax-size vessels are more efficient 
and productive in the longest routes, such 
as the Northeast Asia – US East Coast route 
through the expanded waterway. 

LINER SERVICES
At present, there are 28 liner services 
deployed through the Panama Canal; 14 of 
these serve the Asia-East Coast of the United 
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States, which is the principal trade route for 
moving cargo through the waterway. Of these 
28 liner services, 15 are Neopanamax and 13 
are Panamax.  

With the Neopanamax locks, the Panama 
Canal brought back several liner services from 
the Northeast Asia route that were deployed 
through the Suez Canal before the expansion. 
Currently, the reconfiguration of the ocean 
carriers and the upgraded networks have led 
them to resume transits through Panama 
with new fully Neopanamax-size vessels.  

ECONOMIES OF SCALE
The Expanded Panama Canal is providing 
more flexibility and economies of scale to 
carriers. It has contributed to a consolidation 
effect on the industry’s liner services, 
allowing Neopanamax-size container vessels 
to carry more cargoes and to concentrate 
higher volumes of containers onboard. At 
the same time, shipping lines have been 
seeking new ways to reduce operational 
costs by partnering and working together 
with other operators in the form of alliances: 
a way to share vessels, networks and ports 
of call. Even more so now, new alliances are 
consolidating the market into three powerful 
players. By combining their volumes, 
alliances gain greater negotiating power over 
container terminals, obtaining more favorable 
conditions and improved services; on the 
other hand, smaller and independent lines 
end up having to pay higher fees.

The number of services currently handled 
has exceeded short term expectations. What 
was expected was the gradual deployment of 
Neopanamax services through the Panama 
Canal, but the reality has been quite the 
opposite, with the immediate deployment 
of Neopanamax services in the Far East-USEC 
and in the West Coast of South America to 
Europe routes. Also, within those services, 
carriers are consolidating their cargoes in 
larger vessels, thus upgrading the capacity 
of the services deployed via the Expanded 
Canal. The fast deployment of Neopanamax 
liner services has also captured additional 
volumes which have been distributed among 
the services departing Northeast Asia and 
destined for US East Coast ports. This is a 
result of the shift of cargo volumes that 
migrated from the West Coast to the major 
cities and population regions located along 
the East Coast seaboard. Previous to the 
opening of the new locks, we anticipated 
that the Panama Canal would be capturing 
approximately 5% to 8% of additional loaded 
container cargo originating from West 
Coast ports.  Ocean carriers are looking for 
diversification, however, there are other 
aspects that could explain this situation, 
such as: labor problems at West Coast Ports 
and ILWU negotiations, port congestion, 
and productivity issues, among others.  The 
Panama Canal has a positive impact on 

international trade. The safety and reliability 
of the service offered gives shippers and 
retailers the confidence of on-time cargo 
delivery and supply chain management. 

Ports on the United States East and 
Gulf Coasts, some of which serve vessels 
of up to 13,500 TEU, are upgrading their 
infrastructure to allow even larger ships to 
come ashore.  Similarly, East and West Coast 
Central and South American ports have been 
preparing to maintain or increase their share 
of commercial trade, taking advantage of the 
widening of the Panama Canal.  

TRANSSHIPMENT OPPORTUNITIES
Containerships still represent the 

most important market segment for the 
Panama Canal, not only because of their 
traffic numbers, but also because of the 
transshipment business and logistic activities 
that they generate for the Republic of Panama. 
Our trade route offers an unparalleled 
connectivity and a strategic location, as well 
as time-savings and cost reductions in the 
supply chain. Ocean carriers and shippers 
benefit from the value-added services that 
are provided by our logistics platform. The 
Panamanian container terminals are the 
second in the region, and registered 6.3 
million TEU movements last year. The new 
locks increased the possibility for additional 
local transshipment services. Panamanian 
terminals have made all the necessary 
investments in infrastructure and equipment 
to accommodate the latest and larger 
generation of containerships. These container 
terminals are strategically located at both 
entrances of the Canal, with the required 
infrastructures to serve the transshipment 
market.

Progress with the logistics platform is 
moving ahead. The Panama Canal has 
produced a master plan for the development 
of the Pacific West Bank of the waterway. This 
development will help maximize the value 
of the Canal´s core business and contribute 
to the sustainable economic development 
for the Republic of Panama’s logistics cluster. 
The project under evaluation includes: 
construction of the Corozal Container 
Terminal in the Pacific side for transshipment 
activities, a Roll-On/Roll-Off Terminal, the 
development of 1,200 hectares for the 
creation of logistic parks, food processing 
zones, refrigerated cargo storage, agribulk 
and biofuel storage, among others. 

The Panama Canal has categorized as 
next priority the Roll-On/Roll-Off Terminal 
project. This project seeks to address the 
industry's need for a dedicated terminal 
for vehicles and heavy equipment in 
Panama, which will offer a better service 
to customers without having to compete 
with containerized cargo within the 
same terminal. The feasibility study has 
been completed and further technical 
studies are being developed. Regarding 
the development of a LNG Terminal, 
the Panama Canal recently completed a 
feasibility study to determine the potential 
for this project. 

As a logistics cluster, Panama offers a 
complete package that includes not only 
the Canal, but also container terminals, 
an international Free Zone, logistic parks, 
distribution centers, air facilities, ship 
chandler, and bunker services, among 
others. For the all of the aforementioned 
elements, Panama is called the logistics 
hub of the Americas.
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