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“This is a blatant inflationary rotation, weighted in energy. The oil market won’t stop right now 
with spreads tightening up in WTI crude. We've got natural gas now bouncing off of 200-day 
moving average support, where it's sat and rotated and consolidated for a couple of weeks, and 
now we've got a big 12 percent liftoff in natural gas fueling the energy fire.” — Tony Greer, 
macro-market trader, on Real Vision, October 25 

“Railroads are the safest way to transport hazardous materials and are essential for moving the 
chemicals that produce fertilizers. Railroads move large amounts of anhydrous ammonia, 
potassium compounds, and urea. They also carry millions of tons of raw materials used to 
produce fertilizer each year, including phosphate rock, crude potash, and sulfur. In 2020, U.S. 
Class I railroads moved 2.1 million carloads of plastics, fertilizers and other chemicals.” — AAR 

“Our mobile train reporting app enables our train crews to quickly report completed work and 
to receive updated customer work requests while en route. This takes a lot of hands out of the 
process including significant re-typing and delay and enables our crews to be more productive.” 
— Cindy Sanborn, COO, Norfolk Southern 

On Wednesday Norfolk Southern wrapped up the railroad earnings call season for 3Q2021. 
Total revenue increased 14 percent to $2.9 billion, including higher revenue from storage 
services, increased fuel surcharge revenue, and price strength. Revenue units were unchanged at 
1.8 million. Merchandise carload revenue increased ten percent to $1.7 billion on a five percent 
gain in carloads, 580,300. 

The NS chemicals franchise was the standout as revenue increased 18 percent on a 24 percent 
volume gain. Recovering energy demand drove higher shipments of crude oil and natural gas 
liquids. Also contributing to merchandise growth was sustained strength of steel markets due to 
record high commodity prices and growth in manufacturing activity. Steel shipments were up an 
impressive 34 percent from the same period a year ago. Ongoing demand for steel will also be a 
growth driver with forecast for industrial production up more than five percent year-over-year in 
the fourth quarter, and steel prices  above $1,900 a ton.  

Coal revenue increased 32 percent in the third quarter as both domestic and global economies 
continued to recover from the pandemic and drive demand for electric power. Export coal 
shipments increased 58 percent on strong demand and record high seaborne prices; utility 
volumes declined 17 percent, though as natural gas prices keep going up and utility stock piles 
decline leading into the winter months, we could see more utility coal demand. 

Looking ahead, the strengths of Q3 are expected to hold in Q4 and beyond. Strong consumer 
demand will continue while pressures from material shortages and labor issues remain, 
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challenging global supply chains. Inventory levels remain at historic lows despite the continued 
push to replenish stock, providing a boost to transportation demand. 

A pervading theme throughout is running a smarter, faster, more disciplined railroad that can 
command higher prices. Cindy’s slide 10 nails it, especially the bottom half on mobile train 
reporting. Let me suggest you keep close tabs on interchanges to make sure this stuff is 
happening.  

I think we can safely expect to see crude oil prices continue their upward trend. This screen 
grab from a week ago shows WTI breaking $80; as of noon Wednesday, heating oil — an oft-
used proxy for diesel fuel — broke $2.60 a gallon. Putting that into perspective, CSX Q3 
averaged $2.34 a gallon, up from $1.32 a year ago; UP paid $2.37, up a whopping 77 percent. 
NS fared better than most at $2.03, up 54 
percent.  

Still, all the rails saw healthy double-digit 
jumps in fuel prices. The Canadians did not 
do any better. CN averaged $3.33 US and 
CP was $2.70 US. Even KCS, which shows 
a blended US-Mex fuel price, paid $2.52. 

One reason cited for the price increase is 
demand running ahead of supply. As 
governments and companies have been  
touting their reductions in fossil fuel burns, 
alternative fuels remain hard-pressed to supply what’s still needed for electricity, heating and 
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transportation. And because of these cutbacks, oil producers have been loath to spend the capex 
needed to meet increased demand.  

This week’s Oil Services note from Stifel Research offers some hope on the capex side. Their 
takeaways from the first week of 3Q21 Oil Service earnings season include noting that 
“commentary appears to be settling around a 20 percent U.S. upstream spending growth in 2022. 
U.S. pressure pumping pricing seems to be gaining momentum, and another announced merger 
can only help.” 

Stifel writes that the shrinkage of capex budgets coupled with rising oil demand are “key reasons 
to be bullish on a multiyear recovery.” Furthermore, “We have been hearing anecdotal evidence 
of tightness in frac supply and demand, and we expect commentary from frac providers to 
support robust 2022 profitability growth.” Looks like a validation of some Class I comments on 
frac sand futures on the recent earrings calls.  

Coal is another commodity that could return some significant railroad volumes. Nat gas is edging 
north of five dollars per million BTUs and three bucks is often cited as the break-even point 
between coal and gas. The AAR says year-to-date coal carloads increased twelve percent through 
October and the rate of increase does not appear to be slowing.  

Then there’s fertilizer. Nat gas is used to produce two nitrogen-based fertilizers — ammonium 
nitrate and urea. But high prices and shortages of nat gas have caused a drastic curtailment of 
supply, even as some producers have had to shut down. Add to that the fact that the nitrogen 
nutrients are usually applied in early spring and an unseasonable cold-snap hasn’t helped. So 
here’s yet another heavy railroad commodity being affected by $80 crude. Will plastics be next? 

Anacostia Rail Holdings, the Chicago-based shortline operator, with six railroads in seven 
states, has created an Advisory Board made up of individuals with extensive leadership 
experience in the railroad industry. Anacostia Chairman Peter Gilbertson sees the creation of the 
Advisory Board as an important tool in fulfilling Anacostia’s corporate strategy. 

The members of the Advisory Board are Ron Batory, Rodney Case, Andrew Fox, and Dean 
Wise. Batory bings more than 45 years of railroad leadership, from the BRC to Conrail Shared 
Assets, and as FRA Administrator. Case has railroaded for 30 years with experience at CP, the 
French National Railway SNCF, and as Oliver Wyman Partner. Fox is a former Anacostia 
Managing Director, having run both the South Shore and PHL following 23 years with the SP. 
Wise is a former BNSF VP and a well-known industry consultant for some 30 years running.  
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