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Railroads at historic tipping point

The Railroad Renaissance is here — will it last?

Capacity issues across all modes — or so we thought?
Volume increasing — right?

Share, rates, service levels (yes) — and returns increasing
But pushback (shipper/regulator/union) also increasing!
A secular, not a cyclical story — right?

Capacity and infrastructure — and competitor - issues remain

Fully reflected in the market? Or is this just another cyclical
slowdown?

e NET/NET-

e The industry is poised to go up — or down —
based on decisions made here & now
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Source: Railroad Facts, AAR (Based on a design by R. Gallamore)

Revenue

It is possible that the measure of Productivity,
ton-miles per constant dollar expense, is
distorted by the GDiPeflator inadequately
putting the expenses in constant dollars.
Transportation expenses are probably morge
affected by huge changes in fuel prices than
the overall domestic economy. Other
measures of productivity, such as-woiles
per employee, per gallon of fuel, and per mm
of roadway are all still increasing.
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Street influence on RRs — and Why

that affects ALL stakeholders

o Battle for cash
e Management’s reactions to pressures

¢ Investors, competitors, regulators, politicians,
labor — oh, yes, and customers

Short term decisions/long term consequences
Remember 2004! (?)
Which “bucket” will they place their chips?
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e Rates

e Returns

e Capital Expenditures

e Capacity

e Service

ARE ALL CONNECTED!

qn‘uous Circle ('03-07) or Disinvestment?
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