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Summary of Findings 

 There is no expected oversupply of tank cars for at least the next 

five years, according to 16 of 18 sources, as demand for hauling 

crude continues to rise. 

 Orders for tank cars remain robust, with sources expecting new 

orders of up to 35,000 or more per year. Estimates for delivery of 

current orders run between late 2015 and mid-2016, revealing 

continued lengthy backlogs. 

 New regulations on carriage of flammable liquids are expected 

this year, which may take as many as 35,000 tank cars for crude 

off the market completely. Many other tank cars will need to be 

retrofitted, keeping repair and maintenance shops at or beyond 

capacity for the foreseeable future. New safety standards have 

raised the cost of a new tank car by around 80% in three years. 

 There is pent-up demand for non-crude railcars, including 

covered hoppers which haul sand for fracking, and cars designed 

to carry plastic pellets and grain. Slower rail speeds also 

increases the need for additional railcars of all kinds. 

 As a result of the railcar shortage and continued demand for 

cars, lease rates have increased 30% to 70%, and lessors are 

extending leases from three-year minimums to a standard five 

years, and in some cases ten years. 

 Sources acknowledged that any oil pipeline is a major threat to 

tank cars, but pipeline approval and building will take many 

years. Sources noted that rail has distinct advantages over 

pipelines, including transporting to any destination and the 

ability for refineries to choose the quality and grade of its oil. 

 Four of the five legacy tank car manufacturers in North America—

Trinity Industries Inc. (TRN), American Railcar Industries Inc. 

(ARII), The Greenbrier Companies (GBX), and Union Tank Car 

Co.—are positioned to benefit from the current order boom. 

Trinity and Greenbrier were noted for their large production 

capacities and ability to switch production lines to meet changing 

demand. The fifth, National Steel Car Ltd., struggles with 

customer trust issues following its CEO’s well-publicized legal 

troubles. 

 Large leasing companies, including GATX Corp. (GMT) and Union 

Tank Car, likely will suffer when new regulations on flammable 

liquids are posted and cars are retrofitted. Pending regulations 

may take smaller companies out of the leasing market 

altogether. 

Research Question: 

Are current railcar order trends sustainable, or will a drop in demand result in an 

oversupply? 

Silo Summaries 

1) Railcar Manufacturers 
One source predicts demand will be strong for 15 years, 

given the current backlogs and expected regulations 

that will keep new tank cars in high demand. One 

source manufactures 3,500 tank cars annually, and is 

considering building covered hoppers for sand to meet 

the demands of the fracking industry.  

 

2) Rail Supply Chain 
Three sources expect current railcar orders to be 

sustainable because demand continues to rise for the 

majority of railcars and will stay high for the next three 

to five years in most cases. A railcar storage source said 

its fleet has been cut in half because of increased 

utilization of coal cars due to the harsh winter, though 

this is a short term bump that will stabilize by Sept.  

 

3) Railcar-Leasing Businesses 
Al four sources said there will not be an oversupply of 

tank cars for at least five years. Pending regulations will 

mitigate any surplus as 35,000 cars, according to one 

source, will be taken out of service or retrofitted. 

Retrofitting will be laborious as there is limited shop 

capacity, which could push completion to 10 years. One 

source said leases are now in the seven-to-10 year 

range. Slower speed limits are affecting the rail industry 

collectively by driving up the need for more cars of all 

disciplines. 

 

4) Oil Shippers 
Both sources said the strong demand for tank cars will 

continue, and there is no risk of oversupply for the 

foreseeable future as oil production appears robust for 

the next five years. Regulation will add to the demand 

for tank cars, given the replacement cycle and required 

retrofits, and will drive up price and length of leases.  

 

5) Farmers/Dry Goods Shippers 
One source said overbuilding is not on the horizon and 

that those in line for tank car deliveries will not receive 

them until late 2015 at the earliest. One source said 

rates are up 60% to 70% and terms are growing from a 

minimum of three to five years and longer at the higher 

prices. 

 

6) Industry Specialists 
Four of five sources do not expect an oversupply as 

demand for tank cars is on the rise and will continue for 

the next couple of years. Three noted backlogs of tank 

car orders that will not clear for several years. Delivery 

of new cars is not expected until the second quarter of 

2016, according to one source. 

 

mailto:rj@blueshiftideas.com
http://www.trin.net/
http://www.americanrailcar.com/
http://www.gbrx.com/
http://www.utlx.com/index.asp
http://www.utlx.com/index.asp
http://www.steelcar.com/
http://www.gatx.com/wps/wcm/connect/gatx/gatx_site/home
http://www.utlx.com/index.asp
http://www.utlx.com/index.asp
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Background 

In the United States, orders for railcars have increased over the past year as shipments of crude oil increased 100% in 2013 

and growth is expected to continue after seeing a 20% increase to date in 2014. The total railcar industry backlog at the end 

of 2013 was 72,900 railcars. Orders for railway cars of all types increased by 62% sequentially in Q1, with covered hopper 

orders seeing a surge to 14,765 cars from 1,200 a year ago. This explosive growth has benefitted many major players in the 

railcar industry including Trinity, American Railcar, GATX, and Greenbrier.  

 

Trinity has seen the benefits of this increased railcar demand, as its Q1 earnings reported a record $5.2 billion backlog 

consisting of 42,360 railcars, up from $5.0 billion in December 2013, and posted a revenue increase of 57% year to year. 

GATX’s  lease revenue jumped considerably due to higher lease rates, while its fleet utilization was 98.5%—up from 97.8% a 

year ago. Continued railway system congestion is slowing trains down, as are safety standard requirements, resulting in an 

increased demand for railcars used in unit trains, such as grain and intermodal, where companies like Greenbrier excel. 

Another benefit of the aggressive expansion in the United States of crude-by-rail, combined with pending government 

regulations on cars that carry, is an increased demand for new or retrofitted tankers. 

 

There is concern in the industry that the current short supply and increasing demand may result in overbuilding. Historically, 

railcar manufacturers have built too many cars in a time of growth, leading some to believe that this could happen again, 

especially as growth is predicted to flatten after 2016. Other threats to the railcar industry include recent derailments, 

government regulation, and a growing oil pipeline infrastructure. Railcar transportation has come under increased scrutiny 

this year after five recent derailments, including the most recent incident in Lynchburg, VA. Higher oil and gas prices, CAFE 

standards, and other policies have reduced demand from consumers, resulting in the slowing growth of oil consumption 

which could limit the need for such aggressive railcar expansion. Oil producers may choose pipeline transport over rail, as 

many North American pipelines are increasing capacity and expanding. Furthermore, uncertainty surrounding potential 

regulations on tank cars carrying flammable liquids could upset the railcar industry’s momentum. 

 

 

Current Research 
In this initial study, Blueshift Research assessed whether current railcar order trends sustainable, or if there will be a drop in 

demand resulting in an oversupply. We employed our pattern mining approach to establish and interview sources in seven 

independent silos:  

1) Railcar Manufacturers  (2) 

 Tank Car Demand 
Risk of Tank Car 

Oversupply 

Lease Rates and 

Terms 

Railcar 

Manufacturers   
N/A 

Rail Supply Chain 
  

N/A 

Railcar-Leasing 

Businesses    

Oil Shippers 
   

Farmers/Dry Good 

Shippers    

Industry Specialists 
   

http://www.naturalgasintel.com/articles/98515-us-rail-crude-oil-partnership
http://www.naturalgasintel.com/articles/98515-us-rail-crude-oil-partnership
http://www.stb.dot.gov/stb/docs/RETAC/2014/Mar/RETAC%20Railcar%20Update%20Mar%206%202014.PDF
http://www.stb.dot.gov/stb/docs/RETAC/2014/Mar/RETAC%20Railcar%20Update%20Mar%206%202014.PDF
http://online.wsj.com/articles/railcar-shortage-in-u-s-pushes-up-lease-rates-1401393331
http://seekingalpha.com/pr/9731103-trinity-industries-inc-announces-record-first-quarter-2014-results-and-increases-full-year-2014-earnings-guidance
http://www.streetinsider.com/Earnings/GATX+Corp.+%28GMT%29+Tops+Q1+EPS+by+6
http://www.railwayage.com/index.php/mechanical/freight-cars/greenbrier-cites-2q-tally-of-5600-railcars.html?channel=59
http://prosperitysaskatchewan.wordpress.com/2014/04/25/oil-industry-scrambles-to-retrofit-rail-cars-oil/
http://www.railwayage.com/index.php/mechanical/freight-cars/freight-car-market-will-see-moderate-expansion-epa.html
http://blog.ucsusa.org/crude-by-rail-lynchburg-oil-train-accident-525
http://blog.ucsusa.org/crude-by-rail-lynchburg-oil-train-accident-525
http://thetyee.ca/Opinion/2014/05/28/Kinder-Morgan-Pipeline-Expansion/
http://www.wqow.com/story/25625394/2014/05/27/group-claims-wisconsin-oil-pipeline-expansion-happening-with-little-public-input
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2) Rail Supply Chain  (3) 

3) Railcar-Leasing Businesses  (4) 

4) Oil Shippers  (2) 

5) Farmers/Dry Goods Shippers  (2) 

6) Industry Specialists  (5) 

7) Secondary sources (7) 

 

We interviewed 18 primary sources and identified seven of the most relevant secondary sources focused on the rising 

demand for rail cars, increased production of oil in the United States and Canada, and how railcar companies are keeping up 

with the demand. 

 

 

Next Steps 

Blueshift’s next report on the railcar industry will follow any formal announcements of safety regulations. We will revisit 

sources at that time to determine the impact of these regulations and what this means for the replacement and retrofitting of 

all railcars, especially tank cars. We will assess lease rates and terms as well as any changes in sentiment regarding 

oversupply, building/maintenance/repair capacity, and demand. 

 

 

Silos 

 

1) Railcar Manufacturers 
One source does not expect an oversupply in tank cars for at least two years, while the second source predicts demand will 

be strong for 15 years, given the current backlogs and expected regulations that will keep new tank cars in high demand. One 

source manufactures 3,500 tank cars annually, and is considering building covered hoppers for sand to meet the demands of 

the fracking industry. The two sources estimate new tank car demand between 18,000 and 20,000 per year. One source said 

covered hoppers for grain and plastic pellets are in high demand because of the replacement cycle, but expects sand cars to 

level off along with intermodal, while demand for coal cars rises. Building a pipeline would be the chief impediment to 

continued demand for tank cars, though this process is expected to take many years. Trinity was identified as the industry 

leader along with American Railcar (ARI) and Greenbrier. One source questioned the viability of National Steel given the legal 

woes of its CEO. 

 

 

KEY SILO FINDINGS 
Demand 

- Both sources said there is enough demand for tank cars that there will not be an oversupply for at least two years 

and as long as 15 years. 

- Current backlogs and expected regulations are keeping tank cars in high demand. 

- 1 source building 3,500 tank cars starting Oct. 2014. 

o Estimates total tank car demand over 18,000 annually. 

- 1 said covered hoppers in demand for plastic and grain, driven by replacement cycle for old cars. 

- 1 said demand increasing for sand cars for fracking, will begin building those as well. 

- 1 said demand for sand cars leveling off. 

- 1 said demand for coal cars is rising. 

- 1 said an oil pipeline would be a main impediment to tank car building, but expects the process to take so long that 

tank cars will not be adversely affected for many years. 

Companies 

- Trinity is the biggest manufacturer, American Railcar is second, while Greenbrier is strong and Union Tank Cars is 

successful as well, though hard to get a true read on production because it is a private company. 
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- National Steel is a question mark at present because of the CEO’s publicized legal woes. 

 

 

1. Senior purchasing executive at a large freight car manufacturer, including open-top hoppers 

Tank cars are in strong demand, and will be for at least the next two years, driven by crude oil transport as well as strong 

demand for chemicals. An oversupply of tank cars is not likely in the short term because of the liabilities associated with 

transporting chemicals and crude oil; only a select number of companies—chiefly American Railcar and Trinity Industries—

have the means to take on the high degree of risk associated with transporting dangerous materials. Also in demand are 

large cube covered hopper cars—made by Trinity, American Railcar and Greenbrier—for hauling plastic pellets used in the 

manufacture of plastic and fiberglass components. Demand for mid-sized covered hopper cars used to haul grain should 

continue to be strong over the next five years, driven by replacement activity for older cars. Demand for small covered 

hopper cars, the type which transport cement and sand, is expected to tail off in line with an expected stagnation in home 

starts, highway and other construction projects. Demand for intermodal cars is also expected to tail off within the next 

two to three years, while demand for open-top hopper railcars for carrying coal and other specialty commodities will grow 

slightly from current levels over the next two to three years. 

Demand 

 “The two [main] car types that seem to be in demand are both tank cars. Primarily that demand is going to increase 

because of the demand to move crude oil by tank cars. Tank cars are going to be in strong demand, and very strong 

for the next two years at least.” 

 “There are two things you need to look at: where are the refineries to refine the crude oil into gasoline and other by-

products, versus where’s the point of origin—i.e. the ports that the tankers are coming in, offloading onto rail and 

moving.” 

 “Tank cars traditionally seem to be between 10,000 to 20,000 cars a year. 

Why? There’s only so many [rail]car builders that can manufacture those 

and want to manufacture those. Why? Because of the liability; you may be 

carrying crude oil through a small town and the train explodes. That’s a very 

high liability if the problem gets traced to a manufacturing defect in the 

car.”  

 “A new thing that came out since 2001 is Homeland Security. When you 

have all these hazardous chemicals and dangerous things that you’re 

hauling in a tank car, the requirements and testing in the process of 

manufacturing those types of cars is very stringent. The good news is 

10,000 to 20,000 a year based on ARCI numbers, and those will grow 

based on the movement of crude oil.” 

 “The second type of car [for which demand] is strong is what we call large 

cube covered hopper cars. They are made by Trinity Industries, ARI and 

Greenbrier Industries.” 

 “There’s a large cube covered hopper that’s 8600 feet or larger, and they 

haul a plastic pellet used in the manufacture of plastic and fiberglass 

components.”  

 “There is a car, also a covered hopper, around 5400 cubic feet and it hauls 

grain, not only for consumption and processing here in the U.S., but also for 

export. Now that car also hauls a product used in the manufacture of 

ethanol. Grain cars have been strong if you look at the history on ARCI: 

those and plastic pellets have held their own. I would say 6,000-8,000 cars per year.” 

 “The reason for the increase in covered hoppers is replacement activity. That trend will continue for the next five 

years, until they get the old ones out of the system. GE Capital holds a lot of leased covered hopper cars; over 

100,000 cars. They’re aged and need to get replaced. GE will scrap those cars—they won’t rebuild them, but will 

purchase new ones. Why? New technology.” 

 “Also in the covered hopper group of cars is a small cube car—around 4,000 cubic feet—called a cement car which 

handles sand or cement. Trend setters for those types of cars: construction. … I think right now, those numbers are 

kind of stagnant, and I would expect cement cars to tail off a little bit. But if the [Federal government] decides to 

The reason for the increase in 

covered hoppers is 

replacement activity. That trend 

will continue for the next five 

years, until they get the old 

ones out of the system. GE 

Capital holds a lot of leased 

covered hopper cars; over 

100,000 cars. They’re aged 

and need to get replaced. GE 

will scrap those cars—they 

won’t rebuild them, but will 

purchase new ones. Why? New 

technology. 

Senior Purchasing Executive  

Large Freight Car Manufacturer 

http://rsiweb.org/about/rsi-committees/arci/
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deliver on promises to spend money on infrastructure, then you’ll see an uptick [in demand for smaller cube cars of 

around 4,000 cubic feet].” 

 “There are also intermodal cars that haul containers. Most of the traffic is import traffic into the country for 

distribution of goods. One major importer is Wal-Mart—imports from China, Japan, Taiwan etc. Look at the following 

five railcar manufacturers: FreightCar America [Inc./RAIL]; Trinity Industries; Greenbrier; National Steel Car and ARI. 

All make intermodal cars. They primarily handle truck trailers of containers and are [also] called ‘well cars’ or 

‘double-stack well cars’. What I see today, I would expect intermodal to tail off in the next two to three years.”    

 “We’re noted for making open-top hopper cars, which primarily carry coal, or a specialty commodity like iron ore or 

scrap steel. Right now, they’re in a slump. The biggest year we ever had was 2006, when we built close to 19,000 

aluminum coal cars. … Demand for open top hoppers will [nevertheless] grow slightly from current levels over the 

next two to three years.” 

 “There are two Class 1 railroads on the East Coast called the Norfolk Southern [Corp./NSC] and CSX [Corp. Inc./CSX]. 

Of all Class 1 railroads in North America, 40% of their revenue is attributed to moving coal.” 

 “In the eastern railroads fleet of coal cars, they were making them out of a low-carbon steel with a high copper 

content that was used as a corrosion inhibitor. That’s old technology; now they’re using a utility grade of stainless 

steel for their bodies, which is cheaper and highly corrosive resistant.” 

 “So what eastern railroads are doing is getting rid of the old steel cars and ‘re-bodying’ them with the new technology 

stainless steel cars that are less corrosive and weigh less than the old heavy steel cars, so they can put more coal in 

them. What does that mean? Right now, the eastern railroads are not buying new cars because of an uptick in 

market demand; they’re replacing their old fleet. We’re talking about open-top hopper or gondola coal cars.” 

Companies 

 “There are two primary companies that manufacture tank cars: one is Trinity Industries. ARI is the other one. They 

also move chemicals, which are a big industry in North America, because they supplement agriculture and the 

plastics industry. More and more [railcar manufacturers] are moving in that direction. The chemical industry [feeds] 

the plastics components industry, which is now the [lion’s share] of the car manufacturing industry, far more than it 

used to be. It also plays in agriculture.” 

 “The leader that I hear about a lot—though unfortunately they’ve had some accidents—is CSX. They’re Class 1 on the 

eastern coast, and they’re moving this [crude oil] as a new commodity. But there is legislation for the routes these 

tank cars are permitted to go, to make sure they’re not in populated areas. So I would look at where the points of 

origin are—typically around the Gulf area and Houston—and what railroads have access to those and where their 

routes are going. I would strongly look at CSX.”  

 

 

2. Tank car manufacturing executive  

Based on current tank car backlog numbers and expected regulations governing hazardous materials, there is enough 

demand in tank cars alone to keep manufacturers filling orders for the next 15 years at current production rates. This 

manufacturer will build 3,500 new tank cars annually. The company is also looking at building covered hoppers to meet 

the growing demand for cars to carry sand used for fracking. Total tank car production in North America will be an 

estimated 18,820 cars a year at current manufacturing rates. Four of the five legacy tank car manufacturers in North 

America are in a strong position to benefit from the current order boom. The fifth, National Steel Car, is struggling with 

customer trust issues following its CEO’s well-publicized legal troubles. 

Demand 

 “It’s going to be seven to 10 years before you even start to see an oversupply [based on] existing tank car backlog 

and what’s going on in the crude industry.” 

 “[In the past year] we’ve had the nine [railcar] wrecks, with one of those resulting in 47 people dying. What came out 

of [the accidents] was the phase out of a particular tank car—the DOT 111A—that’s widely used in the [tank car] 

industry.” 

 “On top of the existing tank car need that’s there, there’s going to be a phase out of a lot of cars, and with the 

Canadians getting in on the phasing out of that particular car type—the Canadians don’t want to see that car at all in 

three years—it may mean a potential of 238,000 cars [taken off the market].”  

 “[We’re going to produce] 3,500 cars a year, starting in October [2014].” 

http://www.freightcaramerica.com/
http://www.nscorp.com/content/nscorp/en.html
http://www.csx.com/
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 “[On top of a projected] 18,820 new cars a year, if you have the existing backlog of 70,000 cars over three years, 

that pushes that out to four-and-a-half years maybe. And then with another 238,000 cars needed, at what today’s 

builds are—including ours—that takes you out to 15 years [worth of demand for tank cars]. So it’s a no-brainer as an 

investment.” 

 “We are also looking at [manufacturing] a covered hopper, because of the backlog starting to grow there, [driven by] 

the crude industry, for frac sands.” 

 “We just bought 45 frac sand cars and all [have been already 

ordered/leased].”  

 “[The building of a major pipeline] would be the only major [impediment to 

current tank car demand projections]. Pipeline is a major threat, but it takes 

years for environmental impact statements and then another seven or eight 

years to build the thing, so even if you get that far, you’re still 15 years 

away. Railways also have an advantage in that you can get from origin to 

anywhere, whereas with a pipeline you’re stuck [in one place].” 

Companies 

 “There are a lot of up-front costs to get into the manufacturing side of this 

[tank car] business. It’s why you only see [a few players].”  

 “Trinity is the big guy; ARI is second, with Carl Icahn’s money behind that; 

Greenbrier [is] a strong company; Union Tank Car is private but owned by 

Warren Buffett. [Because Union Tank is] private, … you never really know 

what their output is; [Union Tank cars are] part of that 15,320 [annual 

production], but [that company’s annual production is] a suggested number 

[rather than a verified one].”  

 “National Steel Car’s [well-publicized woes relating to former CEO Greg 

Aziz’s legal troubles], mean people don’t know what’s going to happen to 

them, which makes people wary to buy from them. The company is having 

that struggle right now.” 

 

 

 

2) Rail Supply Chain 
Three sources expect current railcar orders to be sustainable because demand continues to rise for the majority of railcars 

and will stay high for the next three to five years in most cases. Tank cars for crude oil are driving the industry, but the 

fracking industry is adding to a spike in demand for hopper cars for sand as well as flat cars for steel and pipe. There has 

been a revival in covered hoppers for plastic, and demand remains strong for covered hoppers hauling ethanol waste and 

grain. A railcar storage source said its fleet has been cut in half because of increased utilization of coal cars due to the harsh 

winter, though this is a short term bump that will stabilize by September. Another source said box cars are the most available 

railcar on the market. Trinity is the biggest provider of tank, hopper and pipe cars, according to one source, while another said 

Trinity is building a lot of cars for plastic transportation. TTX Co. is buying intermodal railcars from Greenbrier, while FreightCar 

America is building open top hoppers.  

 

 

KEY SILO FINDINGS 
Demand 

- 3 of 3 sources said demand for tank cars is highest among railcars and shows no signs of dissipating for the next 

three to five years. 

- 2 said there is high demand for hopper cars for sand because of the fracking industry, and expect this to last for the 

next three to five years. 

- 1 said steel and pipe cars are in high demand because of fracking. 

- 1 said there is a shortage of center-beam flatcars for construction. 

- 1 said there is strong demand for covered hoppers for grain and ethanol waste. 

- 1 said there is a revival in covered hopper cars for plastic pellets. 

- 1 said there is a short term boost for coal cars because of the harsh winter, but it will fade by September 2014. 

It’s going to be seven to 10 

years before you even start to 

see an oversupply [based on] 

existing tank car backlog and 

what’s going on in the crude 

industry. … On top of the 

existing tank car need that’s 

there, there’s going to be a 

phase out of a lot of cars, and 

with the Canadians getting in 

on the phasing out of that 

particular car type. … it may 

mean a potential of 238,000 

cars [taken off the market] 

Tank Car Manufacturing Executive 

http://www.ttx.com/TTXHome.aspx
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- 1 said box cars are available. 

Companies 

- 1 said Trinity is the biggest provider of hopper, tank and pipe cars. 

- 1 said Trinity is building a lot of cars for plastic transport. 

- 1 said TTX is buying intermodal from Greenbrier, and Freight America is building open top hoppers. 

 

 

1. Rail logistics company director specializing in heavy transport  

Railcar manufacturers have not come close to meeting the demand for hopper cars used for frac sand transportation, 

which has been strong for the past two years and likely will continue for at least the next three to five years. Steel and 

pipe cars also are in short supply, a direct result of plants being built to accommodate fracking activities. An upswing in 

the general construction market has also seen a shortage in center-beam flatcars that haul lumber, as well as longer 

flatcars used to haul brick and shingle. As far as oversupply, this source noted that box cars are readily available. 

Demand 

 “Right now oil and gas is really strong, the way the fracking industry is going. A lot of the hopper cars used for frac 

sand are in high demand and have been for about the last two years. The car manufacturers have not come close to 

catching up to the demand for those cars.”  

 “The way fracking’s going—with some of the shale plays larger than they 

thought they were going to be—what we’re hearing is that the next five years 

are going to be really strong. I don’t think the car manufacturers can catch 

up until the boom slows down. The demand’s going to continue to increase I 

would say at least over the next three years.” 

 “With the fracking comes the plants that go along with these drilling sites, 

so you have a lot of steel that has to be rolled and manufactured. We see a 

lot of the steel cars being taken up by business right now, and that’s 

another car that’s getting tougher to get hold of, as well as the pipe cars. 

[Both steel and pipe cars] go hand-in-hand with the fracking.” 

 “Each of the Class 1 railroads will have a large fleet of [steel and pipe] cars, 

and from what we’ve seen they’ve pulled most of those cars out of storage. 

That’s usually a good sign that it’s really picking up, and it’s going to be 

tougher and tougher to get a hold of those cars.” 

 “We have seen the construction market go up some this year, and so some 

of the center-beam flatcars that haul lumber have been impacted. As have 

some of the longer flatcars used to haul brick and shingle. Those cars—with 

steel and the construction market taking an upswing—are really hard to get 

hold of right now.” 

 “As far as oversupply, I would say the box cars are constantly in oversupply. We’ve moved some food goods and 

things like that, and those go in box cars, which are always pretty available.”  

Companies 

 “Trinity Industries makes a lot of those [hopper] cars—as well as tank cars and pipe cars; they’re probably the biggest 

provider. TTX does some hopper cars too.” 

 “TTX and Trinity are the big guys that make those [steel and pipe] cars.” 

 

 

2. Railcar storage and maintenance company servicing the eastern U.S.  

Demand for coal cars is experiencing a short-term boost as a result of the harsh winter, however this source expects this 

jump in demand to last only until August or September of this year. Demand for non-tank cars is steady, based on this 

company’s maintenance and storage sales, while demand for tank cars surpasses all others. 

Demand 

 “Right at the moment, the coal fleets are pretty heavily utilized.” 

A lot of the hopper cars used 

for frac sand are in high 

demand and have been for 

about the last two years. The 

car manufacturers have not 

come close to catching up to 

the demand for those cars. … 

The demand’s going to 

continue to increase I would 

say at least over the next three 

years. 

Rail Logistics Company Director  
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 “We deal in railcar storage, and in the last four months our railcar storage 

numbers have been cut in half because of the coal car utilization. The 

majority of that has to do with the harsh winter, and the railroads’ inability 

to keep up with demand during the winter months. So right now the coal 

fleets are pretty heavily utilized.” 

 “If I had to guess, I’d say that [demand] will last until August or September, 

when the coal fire plants will be caught back up and we’ll see a lot of those 

coal cars move back into storage.”  

 “We store and service every kind of railcar except tank cars, with the 

exception of clean/empty tank cars that do not carry hazardous materials.” 

 “Demand for covered hoppers and grain cars is seasonal but pretty steady. 

The same goes for most of our other types of cars—demand has been 

steady but nothing like you’re seeing for tank cars.” 

Companies 

 N/A 

 

 

3. President of a Midwest railway equipment company  

This source noted that, in addition to the tank car boom, demand for plastic pellet cars is seeing a revival as well, with 

Trinity building large numbers of these cars, likely driven by low gas prices. Small cube cars used to transport frac sand 

also are in demand along with crude tanks, while covered hoppers are in demand for grain, fertilizer and ethanol waste 

product. TTX is buying intermodal, double stacks and auto racks from Greenbrier, while FreightCar America is building 

open top hoppers. 

Demand 

 “Plastic pellet has revived. Trinity is building 1200 for Formosa [Plastics 

Corp. U.S.A./TPE:1301] and Gunderson Inc. [the main operating business of 

Greenbrier] built 400, some for lease, others for Formosa. Formosa says 

they’ll buy more. They are adding on to a plastics plant in Point Comfort, TX. I 

think the demand is due to low natural gas prices causing demand for 

plastics vs. other materials.” 

 “Of course, small cube, frac sand cars go along with the crude tanks. There 

are covered hoppers in the 5200 cubic feet range also for grain, fertilizer 

and ethanol waste product.” 

Companies 

 “I’ve heard TTX is buying intermodal cars, double stacks, and auto racks—bi-

level and tri-level—are doing well for Gunderson/[Greenbrier].”  

 “FreightCar America is building open top hoppers. Not sure what 

commodity.” 

 

 

 

3) Railcar-Leasing Companies 
Al four sources said there will not be an oversupply of tank cars for at least five years. Pending regulations will mitigate any 

surplus as 35,000 cars, according to one source, will be taken out of service or retrofitted. Retrofitting will be laborious as 

there is limited shop capacity, which could push completion to 10 years. With the focus on tank cars for crude, there has 

been a short supply of tank cars for chemical transport, as well as increased demand for hoppers for sand. While one source 

believes there may become an oversupply of sand cars, he also said these cars can be converted to carry cement, though this 

is not without cleaning and other expenses, which may limit some of the risk. Demand for grain and plastic pellet cars is also 

high. Two sources agree the need for coal cars is reemerging. Lease prices on coal cars have already risen to as much as 

$400 per month, up from $50 six months ago. One source said leases are now in the seven-to-10 year range. Slower speed 

limits are affecting the rail industry collectively by driving up the need for more cars of all disciplines. One source said Trinity 

We deal in railcar storage, and 

in the last four months our 

railcar storage numbers have 

been cut in half because of the 

coal car utilization. The majority 

of that has to do with the harsh 

winter. … That [demand] will 

last until August or September. 

Railcar Storage & Maintenance 

Company, Servicing the Eastern U.S. 

Plastic pellet has revived. 

Trinity is building 1200 for 

Formosa and Gunderson built 

400, some for lease, others for 

Formosa. … The demand is due 

to low natural gas prices 

causing demand for plastics vs. 

other materials. 

President 

Midwest Railway Equipment Company 

http://www.fpcusa.com/
http://www.fpcusa.com/
http://www.gbrx.com/Marine_Barges_Home.php?expandable=2


 

 1 Ferry Building, Suite 255, San Francisco, CA 94111 | www.blueshiftideas.com 

9 

Railcar Trends 

and Greenbrier are best positioned in the market given their large capacity and efficiency in switching product lines to meet 

demand. The source also noted that American Railcar is difficult to work with. The other source said large leasing companies, 

including GATX and Union Tank Car, will be hit hard by pending regulations requiring retrofits, while smaller players may be 

wiped out entirely. Barriers to entry are high, and new entrants will have a harder time making significant gains compared to 

industry veterans. 

 

 

KEY SILO FINDINGS 
Demand 

- 4 of 4 said there will not be an oversupply of tank cars, with some estimates of at least 5 years. 

o 1 said pipeline development will hurt need for tank cars. 

o 1 said a pipeline would not derail tank cars as rail has many unique benefits that a pipeline cannot provide. 

o 2 expect there to be overbuilding at some point in the future. 

- Regulations on flammable liquids will maintain need for more and new tank cars, shortening lifespan of current cars. 

o 1 estimates 35,000 tank cars taken out of service for replacement or retrofitting. 

o 1 projects 30,000 tank cars manufactured per year. 

- Slower speed limits are affecting the whole industry and will increase the need for all types of cars. 

- Retrofitting will take up to 10 years because of dearth of shop capacity. 

- Tank cars for chemical transport in short supply because of focus on tank cars for crude. 

- 1 said sand cars in high demand, which eventually could lead to oversupply. 

o However, sand cars can double as cement cars giving them more versatility and uses. 

- 1 said demand for cars for grain and plastic pellets is strong. 

- 2 said demand for coal cars is on the comeback. 

- 1 said box cars are in short supply and may disappear altogether because they are not profitable. 

- 1 said he is beginning to see some new cars available for sublease. 

Rates and Prices 

- 1 said leasing rates will climb for the next two years. 

- 1 said price of tank cars jumped from $90k to $160k three years ago. 

o Also, leases went from $1k/month to $3k/month.  

- 1 said lease terms were now seven to 10 years. 

- 1 said leasing prices for tank cars has leveled off. 

- However, 2 said that coal car lease pricing is climbing. 

o 1 said it climbed from $50 to $400/month in the last six months. 

Companies 

- 1 said Trinity and Greenbrier were best positioned for current market trends as they have the largest capacity and 

can more efficiently switch product lines to adapt to changing demand for cars. 

- 1 said American Railcar is difficult to work with. 

- 1 said GATX and Union Tank Car are the two largest leasing companies that will suffer income losses with pending 

regulations and retrofits, while smaller companies are likely to go out of business. 

- 1 said barriers to entry are high in railcar manufacturing and does not expect international competition from the likes 

of China. 

- 1 said new entrants like National Steel will have a difficult time, and others just starting out are too late to make 

significant inroads, leaving much of the gains to the stalwarts such as Trinity, American Railcar, and Greenbrier. 

 

 

1. Sales & marketing director for a large railcar leasing company  

The current regulatory environment likely will mitigate the historic tendency for railcar oversupply typically fueled by eager 

leasing companies. New regulations on flammable liquids are expected this year, which may take as many as 35,000 

tank cars for crude off the market. Others will be phased out and/or will need to be retrofitted. This may take some 

smaller leasing companies out of the business altogether, while large players like GATX and Union Tank Car Co. could 

take a sizeable hit to their incomes. This railcar leasing executive sees between five and 10 years of shortages on the 

tank car side of the market. Sand cars are also in high demand, though there is a real possibility of oversupply. Box cars 
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are in short supply simply because people can’t make money on them. Coal cars are in massive short supply, with prices 

shooting up from $50 a month to around $400 over the past five to six months. The harsh winter is one reason, but a 

much longer-term factor is slower train speeds—an issue affecting every kind of rail car, regardless of size and load. 

Leasing rates overall likely will keep rising over the next year or two, as long as the economy continues to be stable. 

Railways’ velocity problems will also play into rates: the railways’ pain is the leasing companies’ gain.  

Demand 

 “I’ve been in this business for 30 years, and typically there’s always an 

oversupply. Leasing companies tend to be a very undisciplined bunch, and 

if there’s a need for 1,000 cars you’ll have five leasing companies build a 

thousand cars to offer up. So historically there tends to be oversupply.” 

 “On the tank car side, we may have five to 10 years’ worth of shortages, 

which really has a lot to do with regulatory changes going on right now, and 

whether a significant portion of the general-purpose tank car fleet will be 

obsolete through regulation, or require significant investment capital to 

retrofit some of these tanks. Some of [the general-purpose tanks] are too 

old and won’t be [retrofitted].” 

 “The flammable liquids regulation will probably come this year [regulating 

the transportation of crude]. When you start looking at combustible 

products—chemicals—we’re probably looking further out. We don’t know 

that there’ll be movement this year, and that represents a huge problem 

because you have a lot of companies, the Dow Chemicals and DuPonts, 

which are somewhat frozen in making fleet decisions because of 

uncertainty over rail regulations. If you’re a Dow Chemical with a very 

profitable product line, but the tank cars that represent that fleet are going 

to be impacted by regulations, that’s going to have a huge impact. You don’t want to go out and buy new tank cars 

unless you know [the regulatory environment].” 

 “So at least initially, the regulations are focusing on crude and ethanol, and these industries also represent the large 

backlog of tank cars being built—probably 60%. And that space is growing. If you talk to some of the large energy 

companies, they’re looking at upwards of 3,000 to 8,000 incremental cars over the next five years. That’s for crude, 

and there’s different types of crude cars depending on whether it’s the sweet crude or the heavy crude.” 

 “This is where a lot of the financing companies are focusing, because they’re getting the greatest returns. Some of 

the lease pricing that you’re getting can almost pay for a tank car in 15 years. So if the market shifts, or crude stops 

moving—even if you had to take a hit, you’d mostly make your investment 

back. So it’s an easy decision, when you’re talking about a 35-year asset, 

that if I can get a significant return in 15 years, I’m going to focus on that 

versus a general-purpose chemical car where I may get three years or five 

years and have to look at the re-marketing. There’s a big difference in risk 

on looking at those assets.” 

 “Everything we’re hearing, new regulations are going to have a significant 

impact on probably 35,000 cars, which will probably be obsolete 

immediately; it just depends on whether the government is going to allow 

some type of phase in/phase out. One group will probably be phased out 

immediately, and there’ll probably be a phase out on others, and then a 

retrofit of upwards of 10 years. And that really makes sense, because 

there’s not enough shop capacity to do the retrofits any faster.” 

 “With regard to oversupply, it’s hard to say. I suppose on the crude [tanks] 

it’s possible, if we ever got significant movement in a pipeline. But even 

then, shifts in export or refinery locations could really make pipelines’ 

impact negligible.” 

 “Sand cars that are feeding the crude [are in strong demand]. We’ve taken 

a step back from these, because we’re a little concerned about continuing 

to build that car type [with regard to potential oversupply]. The flipside is 

that if the economy turns and housing starts take off, these same cars can 

On the tank car side, we may 

have five to 10 years’ worth of 

shortages, which really has a 

lot to do with regulatory 

changes going on right now, 

and whether a significant 

portion of the general-purpose 

tank car fleet will be obsolete 

through regulation, or require 

significant investment capital 

to retrofit some of these tanks. 

Sales & Marketing Director  

Large Railcar Leasing Company 

Everything we’re hearing, new 

regulations are going to have a 

significant impact on probably 

35,000 cars, which will 

probably be obsolete 

immediately. … There’ll 

probably be a phase out on 

others, and then a retrofit of 

upwards of 10 years. And that 

really makes sense, because 

there’s not enough shop 

capacity to do the retrofits any 

faster. 

Sales & Marketing Director  

Large Railcar Leasing Company 
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be used in cement service. Although there is significant cost to cleaning, it is an interchangeable car and so does 

take away some of the risk [of oversupply].” 

 “Box cars are among those that are hard to justify building right now. There’s a significant shortage of box cars right 

now in North America because it’s hard to justify building. You spend $110,00 to $130,000 depending on what size, 

and you’re getting 10 loads a year out of a box car. That’s the same number they got 20 years ago. So it’s really hard 

to justify versus an intermodal car that may do 15 or 20 loads a year.” 

 “[The box car shortage] has pushed prices way up, and makes it a difficult decision to buy and invest in—in fact no-

one is. There are some folks guessing those cars will fall out completely.” 

Rates and Prices 

 “Tank car prices have gotten pretty high, but I would argue that the lease rate factors in a lot of the other car types 

are reflective of the new investment costs in the initial lease. But historically, if you look at cars after they’ve been 

remarketed once, or even on their first remarketing opportunity after five to seven years, historically the prices go 

down versus up—just because of timing and natural cycles for different markets and commodities.” 

 “So yes, prices have gone up, but not disproportionately to equipment costs, so sand car [leases] are certainly more 

expensive than they were three or five years ago, but the car costs have gone up significantly, and that seems to be 

in line with the cost of the asset.”  

 “Today, if you’re looking at coal, there are none available. Coal cars were running at anywhere from free to $50 and 

$60 a month for a net [of maintenance] lease five to six months, and now they’re back up to $350, $400 net of 

maintenance.” 

 “It’s three things: definitely the winter, which pulled down inventories. 

Secondly, a number of utilities over-corrected; Norfolk Southern 

[Corp./NSC] went from 17,000 cars down to 13,000 cars, so maybe they 

gave away too many. But I think the biggest factor is when you look at 

companies like Burlington Northern [Santa Fe LLC/BNI], and you look at 

train speeds, when speeds go down two, three, five miles per hour average 

across the network, that has a huge impact on the number of cars. There 

are statistics on how many loads are lost and incremental cars are needed 

per mile when speed slows. Burlington Northern is going through a 

significant infrastructure meltdown right now. They say they want to hire 

5,000 people, but where they need people—like North Dakota—are places 

where nobody wants to work. So a lot [of coal and other car shortages and 

demand] has to do with train speeds.” 

 “On the AAR [Association of American Railroads] website they post train 

speeds, and dwell times, and as those change, it has a significant impact 

on the fluidity of the national fleet and the number of cars. If you’re losing a 

mile per hour, and your cycle time went from 10 days to 14 or 15 days, 

what does that do to the number of cars you need to operate that same 

amount of business. And when you multiply that by the millions of loads, the 

impact is pretty severe.” 

 “This is happening with all car types. In fact, some of the railroads right now are not allowing shippers to go out and 

get cars. The reason they’re giving is that they can’t handle more cars into the system. I’ve spoken to building 

companies who have blown their whole transportation budget in the first quarter because they had to truck versus 

rail cars cross country.”  

 “I think leasing rates are going to rise in the next year to two years. If the economy improves at all, they’ll continue to 

rise just based on availability of assets. It really depends on what goes on with the economy and how quickly the 

railroads can solve their velocity problems. Leasing companies are really tied to velocity, and historically the 

railroads’ pain has been our gain. If they improve asset utilization, you need fewer cars to service the same amount 

of business.” 

 “Right now I think there’s an artificial tightening going on; has the economy improved significantly to justify [the 

increased demand for railcars]? No, but when you have a meltdown in car movements because of velocity you need 

more cars. So if the economy improves, even with improvements in velocity and operation, it probably won’t [mean 

any oversupply] real soon. If the economy doesn’t improve and takes a step back, and if velocity improves at the 

same time, then there could be some surpluses in equipment—across the board, with every car type; they all run on 

the same tracks.” 

There’s a number of leasing 

companies—at least some of 

the smaller ones—that may not 

weather this storm, just 

because of the retrofit costs, 

which are in the tens of 

thousands of dollars. The 

bigger players like GATX and 

Union Tank Car will take fairly 

sizable hits to their income, 

depending on how quickly 

these regulations go. 

Sales & Marketing Director  

Large Railcar Leasing Company 

http://www.nscorp.com/content/nscorp/en.html
http://www.nscorp.com/content/nscorp/en.html
http://www.bnsf.com/about-bnsf/financial-information/
https://www.aar.org/Pages/HomePages.aspx
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Companies 

 “There’s a number of leasing companies—at least some of the smaller ones—that may not weather this storm, just 

because of the retrofit costs, which are in the tens of thousands of dollars. The bigger players like GATX and Union 

Tank Car will take fairly sizable hits to their income, depending on how quickly these regulations go.” 

 “Trinity, Greenbrier, ACF [Industries LLC], ARI, National Steel all make these sand cars that are now in high demand.”  

 “GATX recently purchased all the box cars from GE [Capital] Railcar [a business unit of GE Capital, a division of GE 

Corp./GE]—about 18,000 cars. But those are mostly ’78, ’79 builds and probably only have 10 to 12 more years of 

legal life, because they can only interchange for 50 years.” 

 “Greenbrier and Trinity both can make box cars but they’re not making them; they’ve just shifted to other product 

lines, so it’s not like they’re losing out—they’re just not building them.”  

 “Also those car types—intermodal, boxcars, center-beam flatcars—are controlled by TTX. If I’m looking at a car type 

that has limited re-marketability and the justification to build is dependent on asset utilization—how many loads I get 

in that car a year—if TTX can manage a national fleet, my empty movements go way down and my value per load has 

increased. So TTX’s role as a clearing house for certain car types makes sense.” 

 

 

2. CEO of a major North American leasing company  

Tank cars for crude oil will not see an oversupply for the next five years. However, there is uncertainty over pending 

regulations and the timing of new pipelines, and an oversupply is a likely eventuality. Demand for tank cars is further 

fuelled by short-term arbitrage investors, which will make the correction worse when it does eventually happen. For other 

types of cars, projections for grain and plastic pellet cars are bullish, while demand for coal is climbing back up after a 

three-year slump. Tank cars for chemicals are in short supply as a direct result of manufacturers focusing their resources 

on crude cars. Lease prices for tank cars appear to have leveled off, while coal is expected to climb slowly after 

bottoming out. Other car types are dependent on the strength of various commodities when it comes to price, but 

generally move in step with GDP. Of the major half-dozen manufacturers, Trinity and Greenbrier appear to be best 

positioned to take advantage of the current climate, given they have the largest capacity and the ability to efficiently 

switch product lines. 

Demand 

 “I honestly don’t know [what the time frame is for oversupply of tank cars]. Some people said we should be at it by 

now. But a lot of it is being driven by the regulatory process, and whether people are holding their powder dry before 

making any major [purchasing or leasing] decisions.” 

 “[We are unlikely to see any major oversupply] for the next five to seven 

years.”  

 “There’s no doubt that there’s a lot of demand, but people tend to talk 

about it at a very high macro level, when the industry’s really broken up into 

some fairly defined segments, and then even further down, in very thin 

slices. So a lot of people today are talking about crude, but crude is only 

1%-2% of all the rail moves [loadings] in North America, versus coal which is 

[about] 30%.” 

 “So there’s a lot of attention being given to crude—and rightfully so from an 

energy perspective. And from a rail perspective it’s a relatively new commodity, which is great; there have been some 

problems with [accidents], which are very well documented. There will be a point where [tank cars for crude oil] is 

oversupplied. I don’t think it’s a matter of if, it’s a matter of when.” 

 “I personally believe there will be some level of pipelines put into place, and once these are in place, not all of the 

rail is going to be needed. It doesn’t mean [demand for tank cars for crude] goes down to zero, but you’re not going 

to need as much rail because rail will be more of a supplement to pipelines, in that pipelines are going to move for 

all practical purposes north-south; rail will be able to move east and west, on angles—much different than what 

you’re going to do with a pipe. There will be need for both. So that’s one piece of [the story].” 

 “The second piece [of the story] is that with anything new that’s hot, you get a lot of people that want to come in, 

because they see they can make an easy buck. We’ve seen our share of that. We had a very large investing 

institution wanting us to buy 4,000 crude cars so we could lease these to them; they weren’t overly concerned about 

We are unlikely to see any 

major oversupply] for the next 

five to seven years. 

CEO, Major Leasing Company 

North America 

http://new.acfindustries.com/
http://www.gecapitalrail.com/home
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the lease rate, they just didn’t want the term to be more than two-to-three years. The asset you’re buying is a 50-year 

asset, so they wanted me to take a 47-year residual risk. We showed them to the door.” 

 “I’m not interested in doing business with organizations that are looking to jump in when you know they’re going to 

be jumping out quickly. We’re more interested in people who have been—and will be—in this industry for a long time, 

and are going to need the equipment for the life of the equipment. And [these short-term investors] are not helping 

the value of the equipment because there will be an oversupply at some point because of people like them.” 

 “If you’re a builder, you don’t care [about short-term investors driving up the demand for tank cars] because your job 

is just to make and sell them. So whether [crude oil arbitrage investors] flood the market with tank cars is of no 

concern to [the rail car manufacturers] because they just want to sell as much of the equipment as they can.” 

 “Another side of the equation is that [tank cars for crude] is a small piece of the overall market, and tank cars 

traditionally were used to move chemicals. So for the past five years, if you were a chemical manufacturer and your 

fleet was getting older, or you were growing and needed to add to your fleet, your ability to get new equipment was 

approaching zero because all the manufacturing space was going to crude [tanks]. So you’ve got this weird dynamic 

going on where something’s going to get overbuilt, and other [sectors] are being underserviced.” 

 “The industry traditionally, for 25 years and up until about five years ago, 

built somewhere between 8,000 and maybe 10,000 tank cars a year, in a 

good year. It was very stable. And now the projection is for mid-30,000 tank 

cars being manufactured, the lion’s share of that going into crude. The very 

interesting part is that GATX presented at one of the conferences a year or 

so ago, and estimated that when everything was up and running, the crude 

industry would need about 100,000 railcars. At 30,000 cars a year, the 

quick math says they’re already there. Part of [the continued demand] is 

that the pipelines haven’t been put in. But when they are put in, what 

happens to the rest of that equipment?” 

 “[Expected new regulations governing flammable liquids, and specifically 

DOT 111 cars is beneficial] from a builder perspective—not from a user 

perspective. The [railcar] builders are hoping that the [new regulations will 

be] as difficult as possible, which would cause a retrofit to be as expensive 

as it can be, so that the retrofit versus buy decision pushes investors to the 

buy side. Likewise, the supply chain companies are hoping for a retrofit 

situation. If you’re Exxon Mobil, which has 10,000 cars of their own, and 

they have to change all these things out, they want the [new rules] to be as 

manageable as possible.” 

 “The things we look at [for what will drive demand in the leasing industry] is 

railcar loads and rail speeds [both on the AAR website]. It’s very interesting 

because train speed is counter-intuitive: the slower the trains move, the 

better it is for the leasing company. It’s bad for the railroads themselves.”  

 There’s a lot of things [that are affecting rail speeds]. The number of cars 

that are on the rail itself; the horrific weather this past winter, which affects 

overpasses and bridges and the actual rail track, which need to be repaired 

so the cars can move at the speeds they need to.” 

 “[Outside of tank cars], coal had been doing very well for a long period of 

time, but with some of the regulations from the Obama administration and 

what has been going on with crude, coal has been taking a real beating for 

the last three years or so—even though it’s one of the largest commodities moved in North America.” 

 “Rail car values and lease rates for coal have really been beaten up. However in the last six months or so, you’re 

starting to see a little bit of a rebound. There are a few reasons: a lot of the older equipment was taken out of the 

market, then there was the really bad weather issues [last winter], and there hasn’t been a lot of new coal cars 

manufactured. The sheer reality is that while demand has been starting to pick up, pricing has not yet caught up.” 

 “People are generally bullish on grain, after a couple of really bad seasons.” 

 “People are also very bullish on plastic pellet cars, with the on-shoring of plastic pellet manufacturing. What 

happened is that when energy prices skyrocketed, manufacturers moved off-shore to take advantage of lower prices; 

the expense to move the material back into the U.S. is being offset now by the change in oil prices. And as it’s 

becoming more efficient to manufacture here, the plastic manufacturers are doing those deals now.” 

Trinity and Greenbrier have the 

largest capacity, which means 

they’re able to take on as much 

work as they possibly can, and 

they’re going to reap some of 

those benefits. Key for rail 

builders—like auto 

manufacturers—is that as 

markets change, they have the 

ability to change over their 

[product] lines efficiently. And 

so [Trinity and Greenbrier] are 

probably the two in best 

position. … ARI is trying to build 

for their own fleet; they build a 

good car but seem to be 

pissing everybody in the 

industry off. They’ve just been 

difficult to work with; they’re 

inconsistent. 

CEO, Major Leasing Company 

North America 
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Rates and Prices 

 “Most people will tell you that lease rates on tank cars have leveled off. Lease rates on coal cars have bottomed out, 

and will probably start to inch up—but that will take some time. Lease rates on other types of cars depend on the 

commodity and whatever’s going on with those, whether it’s a covered hopper or whatever, but those have been 

generally moving with the overall GDP of the United States.” 

 “It’s not a one-to-one correlation, but pricing is very much a function of demand for the equipment, but also a 

component of what a brand new rail car costs. So if you’re investing in a new rail car, and the demand overall is 

strong enough, that will drag along the existing car prices.” 

 “[The strong demand for tank cars] pushes up both manufacturing and leasing prices, because if the [annual] output 

of the manufacturers has tripled from 10,000 to 30,000, the manufacturers are going to take advantage of that. Car 

prices have gone up, lease rates go up commensurately to ensure that investors get their returns.” 

Companies 

 “Trinity and Greenbrier have the largest capacity, which means they’re able to take on as much work as they possibly 

can, and they’re going to reap some of those benefits. Key for rail builders—like auto manufacturers—is that as 

markets change, they have the ability to change over their [product] lines efficiently. And so [Trinity and Greenbrier] 

are probably the two in best position.”  

 “National Steel Car has just started to make tank cars, so they don’t have a whole lot of history there. FreightCar 

America doesn’t manufacture tank cars. Union Tank Car tends to be more inwardly focused than selling to the 

outside world.”  

 “ARI is trying to build for their own fleet; they build a good car but seem to be pissing everybody in the industry off. 

They’ve just been difficult to work with; they’re inconsistent. Trinity has their own fleet, Greenbrier has their own 

fleet—virtually all the manufacturers have their own fleet to some extent. But [ARI] has just been very inconsistent in 

how they want to work in the marketplace.” 

 

 

3. Vice president for a Midwest-based owner of a fleet of railcars  

The life span of current fleets has been shortened by new safety regulations, and government-mandated speed changes 

will increase the need for additional cars. Valuations are being recast. The actual demand for new cars may offset 

increased production. 

Demand 

 “There’s a changing dynamic in the industry. It used to be a measure of stability, car specifications, the rate of 

change and the evolution of the railcar. A coal car today is maybe 85% of what it was 100 years ago, basically a big 

shoebox on roller skates. There was very slow evolution of change and predictable investments and obsolescence of 

railcars.” 

 “[With tank cars], that’s changed over the last 36 months. As oversight of 

the industry increased, some enhancements have followed: a turtle shell 

skid on the bottom to protect [the tank] in case of derailment, double-shelf 

couplers so if there is a derailment, the car is less likely to go down the 

tracks and puncture those in front of it, plates on the head of the cars.” 

 “As those bandages were developed, the manufacturers said they could do 

a better job if they just make things differently, thicker steel, integrated 

safety features. Fast forward to the current time frame. Historically, the life 

expectancy of a car may still be 50 years, but you may be forced to spend 

$20,000, $30,000, $40,000 to retrofit. If the car is more than halfway 

through its life, that could be throwing good money after bad. … So you 

might not get 40 years from a car, you might only get 20.” 

 “The rules are changing and the cars are no longer conforming. As a result, 

there’s a series of ripple effects and valuations are being recast.” 

 “There is certainly a probability of overbuilding [of tank cars]. But there’s 

conflicting information as to how large the fleet should actually be. 

Railroads will tell you that for every mile an hour they can improve on their 

network, that, system-wide, results in 40,000 fewer cars. … What about the 

Historically, the life expectancy 

of a car may still be 50 years, 

but you may be forced to spend 

$20,000, $30,000, $40,000 to 

retrofit. If the car is more than 

halfway through its life, that 

could be throwing good money 

after bad. … So you might not 

get 40 years from a car, you 

might only get 20. 

VP, Owner of a Fleet of Railcars 

Midwest-based 
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other way around? If it takes a week to get product to your doorstep when it used to take five days because they’re 

slowing down the velocity of trains carrying hazardous materials, that will have a profound impact on the need for 

cars system-wide, it could have an offsetting effect [of overbuilding] for many, many years to come.” 

 “You have to be careful not to generalize too much when you talk about the freight car market. … There’s a car type, 

a center-beam flat car. It’s designed to hold large quantities of plywood. Fifteen years ago, as housing boomed, 

people went out and built center-beam flatcars. When the housing market burst, tens of thousands of these cars 

were instantly idled. Production of these cars came to a screeching halt. Or coal cars, they were once the heaviest 

volume in North America. Suddenly, you see coal cars parked everywhere.” 

Rates and Prices 

 “There was a period of time, over the last year or so, when there was an 

arbitrage play taking place on tank cars, raising prices to astronomical 

levels. It had to do with a $27 a barrel spread between North Sea Brent and 

West Texas intermediate. Car pricing jumped as well. It went from less than 

$1,000 [per month] to $3,000 plus. That was fueled by a knee-jerk reaction 

to what was going on [with crude prices]. … Because of this 

arbitration/speculation, all sorts of things happened. Manufacturing went 

up and lease rates went up.” 

 “A new, general-purpose tank car costs $160,000 depending on where you 

want it delivered. Three years ago, it cost $90,000.” 

 “When you look at the cost of manufacturing, the leasing rate on that car 

works out to 0.9% to 1.1% per month. And that metric has been fairly 

constant over the last 40 to 50 years. It takes into account all the variables, 

everything from inflation rates to cost of capital. So bring that forward to 

today’s environment, $160,000 translates into $1,500 to $1,700. Now you 

can say, ‘holy cow, $900 to $1,700. That’s almost double.’ That would be 

an accurate statement. But the lease rate remained fairly constant.” 

Companies 

 “Another capacity issue is how many [manufacturing] companies there are 

out there. You got the big ones, Trinity, American Railcar, [Greenbrier]. 

When it comes to manufacturing, the barriers to entry are pretty high. 

You’re not going to get, say, the Chinese coming here and building a facility. 

It wasn’t all that long ago that the railroads manufactured all their own cars. 

Some of those facilities still exist. But tanks cars need much more stringent 

facilities so it’s unlikely you’ll see these converted.” 

 

 

4. Vice president of railcar lessor specializing in chemicals  

There will be some overbuilding of tank cars, although it is difficult to say when that could kick in. Already, some of those 

who ordered new cars are putting them on the market for subleasing. The entry of National Steel Car into the tanker 

market is another sign of possible overcapacity as more players are getting into the business. 

Demand 

 “Look at what happened in 2008, 2009. There were 30,000 [30s] non-coiled, non-insulated cars no one wanted. 

That was because of the ethanol boom where every co-op in the country wanted in and ordered cars. By the time the 

cars came out, those co-ops were nowhere to be found and the cars went straight from production to storage. There 

were thousands of 30s sitting in storage. And, there was no way people paid cash for them, so those cars had debt 

on them. [Manufacturers] would have taken anything to get them off their hands. If I had a crystal ball, I could have 

offered $350 [a month] for ten years.” 

 “All those of course got gobbled up with [the] Bakken [Shale formation boom]. They were the ideal car. Only now 

they’re not. The problem is it’s a 50-year asset. All cars built in 2008, 2009 are not going to be the spec car once the 

new regulations are approved. So what are you going to do for the next 40, 45 years? Suddenly, you have to put 

$40,000 to $45,000 into retrofitting or just scrap it.” 

 “I think there’s going to be some overbuilding; there always is. … I can only guess in how many years.” 

Railroads will tell you that for 

every mile an hour they can 

improve on their network, that, 

system-wide, results in 40,000 

fewer cars. … What about the 

other way around? If it takes a 

week to get product to your 

doorstep when it used to take 

five days because they’re 

slowing down the velocity of 

trains carrying hazardous 

materials, that will have a 

profound impact on the need 

for cars system-wide, it could 

have an offsetting effect [of 

overbuilding] for many, many 

years to come. 

VP, Owner of a Fleet of Railcars 

Midwest-based 

http://en.wikipedia.org/wiki/Bakken_formation
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 “Everybody was screaming for cars built in 2013, coiled and insulated. Are they really going to need them all? Now 

you’re seeing some of these are being put out for a sublease for a year. This is just starting to happen. They thought 

they’d need, pick a number, say, 800 cars, but they really need just 400. So what are they going to do with the rest? 

True, these would probably fly under the new regs.” 

 “We already had to pull non-coiled, non-insulated cars out of Canada, so 

that gives you an idea of what may come.” 

 “We’ve been hearing back orders of 12 to 24 months, but, yeah, it’s self-

serving [for the manufacturers to talk up their order books].” 

 “We only buy used cars. We haven’t bought a new car in years.” 

 “If they’re building a tank car, they’re not building a hopper car.” 

 “I think what’s being built now is above what can qualify [under the new 

regulations]. I think cars being built now are fine.” 

 “Even if there’s a change in administration and pipelines get built, crude 

carried by rail isn’t going to go away. What happens if you want to take oil to 

the West Coast or the East Coast and not Oklahoma? Rail is going to allow 

you to do that.” 

 “If a pipeline comes in in the next five years and if you’re running 1,000 

cars, does that mean you’re only going to need 500? I’m not sure. There’s a 

big unknown.” 

Rates and Prices 

 “I don’t think there’s a correlation between the lease rates for tank cars and 

other kinds of cars. That spike in rates was a special phenomenon. Those 

were crazy rates. Now, there’s more rational thought being put into that. We 

deal with the Fortune 50 shippers and I can tell you the Exxon-Mobils of this world, they’re not going to pay $3,000 

$4,000. They’re not going to pay $2,000.” 

 “There are people out there who got suckered in. Most leases are seven to 10 years. They’re on the hook for a long 

time.” 

Companies 

 “[Because of increased demand for tank cars], more players are getting into the business, like [Canadian based] 

National Steel Car. They’ve never made a tank car in their life. Where’d they come from?”  

 “I don’t know if National Steel is going to make a car that’s any good. Others? I think they’re a little late to the dance. 

There are mothballed facilities that can be resurrected. But that would take a lot of capital.” 

 

 

 

4) Oil Shippers 
Both sources said the strong demand for tank cars will continue, and there is no risk of oversupply for the foreseeable future 

as oil production appears robust for the next five years. Demand for tank cars in 2014 will be 10% to 15% higher than in 

2013. Regulation will add to the demand for tank cars, given the replacement cycle and required retrofits, and will drive up 

the price and length of leases. Regulation also seems to have caused flat demand for other cars, although this is deceptive 

given that users are waiting on new federal safety requirements for railcars before deciding what orders to place. There will 

be more visibility into this demand in the second half of the year. Both sources said shipping crude via rail offers advantage 

over pipelines, specifically the ability to ship anywhere and to give the refineries more choice in quality and grade of product. 

There is not a favorite among tank car manufacturers as their performance is similar, though one source predicted Union 

Tank Car is most likely to succeed because it deals primarily with tank cars and has a more flexible production line with large 

capacity as well. 

 

 

KEY SILO FINDINGS 
Demand 

- 2 of 2 said demand for tank cars will remain high for the foreseeable future. 

o 1 said demand will increase 10% to 15% year to year in 2014 and will be higher in 2015. 

- 1 said oil production will remain strong for the next five years, leading to continued demand for tank cars. 

Everybody was screaming for 

cars built in 2013, coiled and 

insulated. Are they really going 

to need them all? Now you’re 

seeing some of these are being 

put out for a sublease for a 

year. This is just starting to 

happen. They thought they’d 

need, pick a number, say, 800 

cars, but they really need just 

400. 

VP of Railcar Lessor  

Specializing in Chemicals 
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- 1 said his company has leased hundreds of the new cars at a significant expense. 

Rates and Prices 

- Leasing companies pushing for longer leases than higher prices. 

- If regulations require retrofits, rates could rise 30% to 40% as supply shrinks. 

Regulations/Safety 

- New federal safety regulations are on the way, likely requiring new production and retrofits. 

- Bakken crude is heavier and more volatile than regular oil, and haulers will benefit from the higher standards being 

developed for tank cars. 

- 1 said demand for other cars is deceptively flat as users wait for regulations to be finalized so they know what orders 

to place. 

Oil Pipeline 

- 2 said rail has advantages over pipeline.  

o Companies can send crude anywhere they want. 

o Refineries can choose quality and grade. 

Companies 

- 1 does not favor one manufacturer over another, but said Union Tank Car is well positioned since tank cars are its 

core product. 

- The one(s) with the edge will have the most flexible production facilities and the most capacity. 

 

 

1. Executive vice president, energy logistics firm involved in crude oil shipments  

The demand for tank cars used for crude oil has increased by 10% to 15% compared to 2013. The demand for general 

purpose railcars looks deceptively flat because many companies are waiting until the third or fourth quarter of this year to 

find out what the new safety regulations require before they purchase new railcars. Oil production looks strong for at 

least the next five years. This source paid up to $3,300 a month in 2012 for a two-year tanker car lease, but now can pay 

as low as $1,800 a month for a five-year lease since manufacturers are anxious to reduce risk from the threat of 

upcoming safety rules by negotiating longer leases. If new regulations require old tank cars to be retrofitted, the pool of 

available cars will shrink and leasing rates may go back up to $2,500 a month or more. 

Demand 

 “Coiled and insulated tank cars—the ones that are going to be used for 

heavier oil-like crude—are up by 10% to 15% this year, compared to this 

time last year.” 

 “There is a lot of wait-and-see attitude, though, when it comes to the 

general purpose rail cars. Obviously there are new safety regulations. 

Different parties are taking bets on what they will be. Lots of people are 

saying they’re not going to make any decisions on buying or leasing until 

those regulations come out.” 

 “Meanwhile, leasing companies are trying to long-term lease their cars. 

That demand has either [stabilized] or gone down a little. I’m hesitant to say 

‘gone down’ because it has just actually shifted to the third quarter or the 

beginning of the fourth quarter. Companies don’t want to buy or lease 

something until they know what is happening with the regulations.” 

 “The main investment for these cars is coming from the large refineries, 

and I don’t think they’re going to put so much money into this kind of asset 

and not use it. As is the case with other refinery assets such as barges and 

vessels, there is a steep depreciation period and it eventually becomes a 

free asset. They’ve depreciated it, and in that trade, the economics look at 

lot different. So I don’t think you’ll see a huge decline in usage.” 

 “Canada has a tremendous amount of [oil] production coming in the next 

five years, and the heavy oil really lends itself to being transported in 

railcars. So I think you’ll see the production of coiled, insulated cars 

increasing.” 

In 2012, I was leasing [tank] 

cars for $3,200 to $3,300 a 

month on a two-year lease. 

Now they’re $1,800-$2,000 a 

month for a five-year lease. The 

focus is the term of the lease. 

Lessors want to lock it up for 5 

to 7 years to reduce risk. … 

From what I know about it, I 

think you’ll see somewhat 

higher leasing rates, in the 

$2,300 to $2,500 range. And 

in 2015, I think you’ll see the 

price for coiled, insulated cars 

go up even more. 

Executive VP, Energy Logistics Firm  
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 “Domestically, we’ll see [oil production] move upward over the next three and a half years through 2017. In 2018 we 

will see a slight drop-off, or what we call a decline curve, but the outlook for the next five years is good. The only thing 

that might change things is a flat price in oil, which would make it less attractive for oil producers.” 

Rates and Prices 

 “In 2012, I was leasing [tank] cars for $3,200 to $3,300 a month on a two-year lease. Now they’re $1,800-$2,000 a 

month for a five-year lease. The focus is the term of the lease. Lessors want to lock it up for 5 to 7 years to reduce 

risk.” 

 “Leasing costs in 2015 will depend on the regulations. If the regulations require retrofitting—better rollover 

protection and so on—the pool of cars will be quite a bit smaller and the price will increase.” 

 “From what I know about it, I think you’ll see somewhat higher leasing rates, in the $2,300 to $2,500 range. And in 

2015, I think you’ll see the price for coiled, insulated cars go up even more.” 

Regulations/Safety 

 “Another variable is our domestic export regulations. If the government decides to open up exports of U.S. oil, then 

you could see a lot of things shift. It’s going to be a wild game. But I don’t think that will happen in the next 12 

months.” 

Oil Pipeline 

 “With railcars, refineries can dictate the exact quality and grade of oil they need. They’re not getting a dumbbell 

barrel; they know exactly what they’re getting.” 

 “In this LP [linear programming] model, they can cherry-pick those crudes with railcars, unlike what they can do with 

pipelines.” 

 “An oil pipeline will have an impact on railcar manufacturers, but a refiner is not going to put money into assets like 

railcars and not use them. There may be some consolidation, however, and companies will have to be efficient.”  

Companies 

 “The railcar manufacturers have all been pretty good; I really don’t favor one over the other. They’re all pretty much 

the same.” 

 “The railcar manufacturer with the edge will be decided by the flexibility of its production facilities. The company with 

the most manufacturing capacity for tank cars will benefit the most. I’d say Union Tank stands to benefit. When it 

comes to tank cars, that’s all they do. That’s their core business, so I think they’ll do the best.” 

 

 

2. Staff advisor, global energy company  

The demand for railcars has exploded with the expansion of crude oil and natural gas exploration in Bakken and will 

remain high for the near future. Transporting crude oil by rail is more hazardous because it is heavier and more volatile 

than regular oil. Tighter safety regulations for tanker cars and railways are crucial for preventing more fatal accidents. 

 

Demand 

 “There is a huge increase in demand for railcars hauling from Bakken. They’re transporting crude oil from Bakken 

shale, which is heavier than regular oil and more volatile. The transport is a potential safety hazard. There have been 

some major accidents, like the one in Canada that killed a lot of people. Regulation has not caught up, and it is a 

problem.” 

 “I don’t think the demand for railcars will decrease any time in the near future.” 

Rates and Prices 

 “Our company has leased hundreds of new rail cars for some runs. They 

meet the new standards proposed by the [U.S.] Department of 

Transportation, with a new design, higher-grade steel, shielding for the tank 

heads and rollover protection. They are really expensive.” 

Regulations/Safety 

 “The situation is very different from railcars transporting oil from the Middle 

East. That oil starts in refineries on the coast and the whole operation is 

very highly regulated. You don’t see the kinds of problems we’re seeing in 

I don’t think the demand for 

railcars will decrease any time 

in the near future. 

Staff Advisor, Global Energy Company 

http://en.wikipedia.org/wiki/Linear_programming
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Bakken. We need better safety regulations for the tanker cars and [rail cars] in general; voluntary standards are not 

enough.” 

Oil Pipeline 

 “We transport a lot of oil by pipeline, but the advantage in rail is that you can send it anywhere.” 

Companies 

 N/A 

 

 

 

5) Farmers/Dry Goods Shippers 
Both sources said the farming community is feeling the effects of the high demand for tank cars. One source said 

overbuilding is not on the horizon as he expects demand for crude to continue increasing and that those in line for tank car 

deliveries will not receive them until late 2015 at the earliest. Another source noted a shortage of locomotives to haul grain 

from Minnesota to the Pacific Northwest as they are all concentrated in the Bakken shale area. His load must wait several 

weeks for transportation and he is paying for this delay. This source believes it will be another two years before the situation 

returns to normal. Lease rates and terms are on the rise as well. One source said rates are up 60% to 70% and terms are 

growing from a minimum of three to five years and longer at the higher prices. 

 

 

KEY SILO FINDINGS 
Demand 

- 2 of 2 said farming community negatively affected by rising demand for tank cars. 

- 1 said overbuilding not on horizon, new tank car deliveries won't happen until late 2015 or early 2016, expects 

crude demand to continue increasing 

- 1 said there is a shortage of locomotives to haul grain because of Bakken crude business, causing delays; doesn’t 

expect return to normal for two years. 

- 1 said shortage of tank cars negatively affects ability to move fertilizer, ethanol and vegetable oil. 

Rates and Prices 

- 1 said lease rates up 60%-70% and lease terms getting stricter: went from three year minimums to five or seven or 

nine years with higher prices. 

Companies 

- N/A 

 

 

1. Vice president in charge of logistics for a large agricultural company  

Lease rates for tank cars have risen dramatically, and terms have stiffened. This has had an effect on the availability and 

supply of other types of cars, although not as dramatically as tank cars The increases have been moderated somewhat, 

although with crude, expectations are that the increased demand will continue for some time to come. While overbuilding 

may eventually occur, it is not on the horizon yet. The biggest questions include whether new regulations on tank cars will 

include those that carry ethanol, whether retrofitting is an option, and the length of lead-time for manufacturers. 

Demand 

 “The tank car marketplace has come under the influence of a new player and that’s the crude business. It’s not 

unlike the ethanol boom of a few years back, but it’s even more dramatic and it’s affected cost and availability.” 

 “We’re a big user of tanks—ethanol, asphalt, veggie oil, fertilizer—we have a wide array of needs and uses of tanks. 

The increase in the cost of tanks impacts not only lease rates, but lead time and availability. It has widespread 

implications on our business. And, throw in the deterioration of railroads. … There’s been cycle time deterioration 

and that drives prices.” 

 “If you want delivery on a new tank car, and you’re in the front of the queue, it’s still late 2015, early 2016.” 

 “We expect there’s a fairly long tail to this. It’s different than it was with ethanol. There, we could pretty much predict 

when production was going to peak. With crude, you have no idea. You don’t know when the next Bakken is going to 

come. It’s a lot less clear what the future will bring.” 
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 “Then you have the new regulations. We don’t know what the answer is, we 

don’t know what the retrofit option will be. It’s a big question for us. The 

ethanol business uses a lot of 111s. If we find out there’s a short 

conversion time and if [the new regulations] impact all cars, it will be 

deflationary in the car value of those 111s. … If the regs come out and 

retrofitting is not a viable option and there’s shorter lead time, either way 

there’s going to be extensive backlog.” 

 “It’s not clear at all [whether ethanol carriers will be included in the new 

regulations]. [But] I don’t see how ethanol can avoid it.” 

 [The increased demand in tank cars] is a contributing factor to the impact 

on other categories. Everybody’s resources are finite. A leasing company’s 

portfolio may have multiple car types. But if one car type has low demand 

and one car type has high demand, where do you think they will put their 

resources? What happens over time is that the cars with lower demand get 

left behind so that can create issues.” 

 “Very few car types are readily available. … Sand [used in crude production] 

that taps into the 4750 covered hopper which is a good car for fertilizer.” 

 “Eventually you do overbuild. They’ve been able to do that over and over. 

Eventually you’re going to saturate the capacity to move the car. I have no 

idea when. I don’t see that on the horizon just yet. The players are a little bit 

fewer in number, more organized than with the ethanol boom when there 

was crazy speculation. With crude, it’s not like ethanol. I don’t want a car 

because of what may happen two years from now. I need it today.” 

Rates and Prices 

 “[Lease rates] have gone up 60% to 70%. … It’s now $1,200 to $1,500 

depending on need, availability and car size. A general purpose 30,000 has 

seen a little bit more of an escalation, but [all tank cars] are easily $700 to 

$1,100. A 30,000 has gone up 70%-80%.” 

 “That [escalation in prices] came before manufacturing of new railcars 

kicked in. The growth curve has slowed a little bit.” 

 “It’s also important to keep in mind the term of the leases. It’s one thing to 

pay higher prices, but lessors are also demanding greater terms, so you’re 

stuck with an inflated price for a longer term. It used to be a tank car lease 

was a minimum three years. Now, it’s no less than five and often times 

seven to nine.” 

Companies 

 N/A 

 

 

2. Minnesota corn and soybean farmer with over 2,000 acres  

The dramatic increase of trains being used to haul crude out of Bakken has led to a critical shortage of locomotives to 

haul grain from the Midwest. There are plenty of railcars, but they are sitting around for weeks waiting for locomotives. 

Demand 

 “The rail is our lifeblood. All our grain is shipped by rail to the Pacific Northwest where it is exported. So the price of 

grain is dependent on how it’s shipped. What happens to the train affects me and it’s a big issue.” 

 “The difficulty isn’t getting railcars. We don’t have enough locomotives. Grain cars are sitting without locomotives to 

pull them. They’re sitting weeks fully loaded. We got cars sitting all over the place, but we can’t get them to where we 

want them. And we’re paying for them.” 

 “We’re also having trouble with getting people to pick up ethanol. Those cars are being shipped to be used for 

Bakken. There used to be four 100, 110-car trains a day from Bakken. Now there are ten a day.” 

 “We started to feel it last year. Trains shipping out the fall harvest were a month late. Now, it’s got worse. A bad 

winter, bad [rail] management, bad timing all affected price.” 

It’s also important to keep in 

mind the term of the leases. 

It’s one thing to pay higher 

prices, but lessors are also 

demanding greater terms, so 

you’re stuck with an inflated 

price for a longer term. It used 

to be a tank car lease was a 

minimum three years. Now, it’s 

no less than five and often 

times seven to nine. 

VP of Logistics  

Large Agricultural Company 

If you want delivery on a new 

tank car, and you’re in the front 

of the queue, it’s still late 

2015, early 2016. … We expect 

there’s a fairly long tail to this. 

It’s different than it was with 

ethanol. There, we could pretty 

much predict when production 

was going to peak. With crude, 

you have no idea. You don’t 

know when the next Bakken is 

going to come. It’s a lot less 

clear what the future will bring. 
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 “I think it will get better, but not ever get back to what it was. It could be a 

year and a half, two years before it gets back to somewhat normal. It’s a big 

challenge.” 

Rates and Prices 

 “We’re paying almost twice as much today [for rail cost] as two years ago. 

And it’s not because fuel is costing more, it’s just because the railroad can 

do it. It’s a tough deal.” 

 “From the farmer’s perspective, this is a tremendous problem. The 

difference between the [Chicago Board of Trade] price and what a farmer 

gets is called the basis. [Note: the basis is the difference between the 

futures price and the price a farmer actually gets, or the local spot price]. It 

used to be corn was a [minus] 20 cents basis, now it’s up to 60 cents, so 

it’s tripled. The soybean basis has gone from [minus] 40 cents to 80 cents. 

That means a farmer is not getting as much money as he thought he would 

get. And it’s one hundred percent caused by shipping.” 

Companies 

 N/A 

 

 

 

6) Industry Specialists 
Four of five sources do not expect an oversupply as demand for tank cars is on the rise and will continue for the next couple 

of years. Three noted backlogs of tank car orders that will not clear for several years, including one source who expects it to 

remain backlogged through 2020. One source sees signs of overbuilding, but expects new regulations to bring it back into 

balance. The crude boom, upcoming new government regulations that require higher safety standards, retrofits on existing 

cars and long maintenance delays caused by limited shop capacity all are responsible for car shortages and the need to build 

more cars to meet demand. Demand also is on the rise for covered hoppers used to transport plastic pellets and grain. Two 

sources will wait for the new regulations to come out before ordering new cars, while another said delivery of new cars is not 

expected until the second quarter of 2016. American Railcar will benefit from the repair and retrofitting requirements, 

Burlington Northern is attempting to set new standards by ordering 500 new high quality cars, and Union Tank Cars is well-

positioned because of its focus on building tank cars. 

 

 

KEY SILO FINDINGS 
Demand 

- 4 of 5 said demand for tank cars is strong and rising, and do not expect an oversupply in the next couple of years. 

- 1 said there are signs of overbuilding, but expects government regulations to require retrofits that will take many 

cars off the rails and restore balance. 

- 3 noted a backlog of orders which will not clear for a year, if not longer, as one source said it wouldn’t be cleared 

until 2020. 

- 1 expects demand for tank cars to increase even more in 2015. 

- Crude, regulations, retrofits, long maintenance delays due to limited shop capacity are all responsible for car 

shortages and the need to build more cars to meet demand. 

- 2 said users are waiting for clarity on the regulations before making decision on which cars to build/order/lease. 

- Demand for covered hoppers for sand, plastic pellets, and grain is on the rise. 

- 1 said delivery of new cars will not occur until the second quarter of 2016. 

Pipeline 

- 2 said rail has significant advantages over pipelines. 

Rates and Prices 

- 1 said lease rates will increase with the higher demand and short supply of railcars. 

Companies 

- 1 said American Railcar will benefit from the requirement to repair and re-certify railcars. 

The difficulty isn’t getting 

railcars. We don’t have enough 

locomotives. Grain cars are 

sitting without locomotives to 

pull them. They’re sitting weeks 

fully loaded. We got cars sitting 

all over the place, but we can’t 

get them to where we want 

them. And we’re paying for 

them. 

Minnesota Corn & Soybean Farmer 
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- 1 said Burlington Northern has ordered 500 tank cars to the higher standard in preparation for regulations to set 

new standards. 

- 1 said Union Tank Cars is well-positioned as it knows the tank car business and is prepared for various outcomes. 

 

 

1. Richard Kloster, VP Business Strategy & Technical Services, AllTranstek, LLC 

Kloster said there is no end in sight to the very strong demand for tank and other rail cars. Delivery forecast for 2014 is 

35,351 tank cars. Tank car backlogs will provide the major manufacturers with a profit base to keep their earnings at 

least level, if not going up, until 2020. Crude oil is the big driver, he said, but the pent-up replacement demand for non-

crude tank cars will also play a key part of the growth story, since production of non-crude tank cars has dipped 

significantly below replacement rates of the last eight years. For non-tank cars, a strong build cycle is projected for plastic 

pellet covered hoppers, and for grain cars. Demand already is high for small cubed gravity covered hoppers which carry 

sand and cement—a direct result of the fracking boom and, to a lesser extent, an uptick in construction. 

Demand 

 “Demand for tank cars is driving the overall new railcar market and it’s the crude tank car fleet build-up that’s driving 

the market there.”  

 “The big question is: how sustainable is crude by rail? And how big is the fleet build-up going to get?”  

 “The other big question is regulatory and not market based: what’s going to happen when the final rules come out for 

the existing population of about 80,000 DOT 111 cars? This will have to get addressed.” 

 “Our delivery forecast for 2014 is for 35,351 tank cars. Tank car demand is 

going to provide, until 2020 in my opinion, that manufacturing backlog 

profitability base that [railcar manufacturers] need to keep their earnings at 

least level, if not going up. The only builder now that doesn’t build tank 

cars, and says they’ll never build tank cars, is FreightCar America.”  

 “Obviously we’re not going to be able to build crude cars forever. There will 

be a bubble. Will that bubble burst in the sense that the leasing companies 

which own 80% of the cars get 30% of the cars returned and lease rates 

tank? I don’t think so.” 

 “The non-crude, non-large general-purpose fleet have some major 

replacement demand pent up—probably upwards of 30,000. The workforce 

of the fleet are the 23.5’s and 25.5’s [23,500 gallons and 25,500 

gallons].” 

 “Most every car that’s not a pressure car is a DOT 111, unless it’s an AAR 

211. You have a fleet right now of about 350,000 [tank] railcars, and about 

65,000 of them are pressure cars—the cars that haul the gases under 

pressure like LPG and propane. The rest of the fleet—the other 85%—are 

what we call general purpose cars. They’re used in everything, with the 

biggest cars for crude being almost 32,000 gallons and the smallest 

16,000 gallons. Cars less than 27,500 gallons are very sub-optimal for 

crude and ethanol, and move thousands of other liquid commodities, both 

haz mat and non-haz mat.” 

 “In 2011, the horizontal fracking industry [geared] up in the Bakken in North Dakota, and people started ordering a 

new wave of tank cars, called the ‘crude by rail’ fleet. The crude wants to move in the same car that ethanol moves 

in: the 30,000 gallon non-coiled, non-insulated car, particularly the oil coming out of the Bakken, which is much less 

viscous than the Canadian oil. The Bakken crude is light sweet crude and it extends into Southern Saskatchewan. 

The Canadian Oil Sands area is in N. Alberta and produces a much heavier grade of crude referred to as Bitumen. 

This heavy crude requires a tank car that is coiled and insulated, i.e. is equipped with heating coils (steam) to assist 

in the unloading process.” 

 “The backlog went through the roof again [on the back of the ramp-up after the ethanol boom from 2003-2004], and 

right now, the tank car fleet is at 350,000 cars, and that large general-purpose fleet is 94,000 cars. And that 

[production of GP cars] isn’t going to stop until it gets to upwards of 100,000. And that doesn’t include any demand 

Our delivery forecast for 2014 

is for 35,351 tank cars. Tank 

car demand is going to provide, 

until 2020 in my opinion, that 

manufacturing backlog 

profitability base that [railcar 

manufacturers] need to keep 

their earnings at least level, if 

not going up. … The non-crude, 

non-large general-purpose fleet 

have some major replacement 

demand pent up—probably 

upwards of 30,000. 

VP Business Strategy & Technical 

Services, AllTranstek 
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 1 Ferry Building, Suite 255, San Francisco, CA 94111 | www.blueshiftideas.com 

23 

Railcar Trends 

for re-doing any of the legacy ethanol cars—the DOT 111s. The backlog is probably through to sometime in 2016. 

Right now, you order a car and delivery is somewhere around second quarter of 2016.” 

 “The backlog is currently 50,489 cars. With production/capacity now above 35,000 cars per year, I see the backlog 

staying in the 50,000-60,000 range, which is basically 1.5-plus years of production.” 

 “A lot of people look at this and see we’re at the top of the market and say it’s only going to go down. Not so, 

because of two things. One, all the focus has been on tank cars, and all that focus has been on ethanol and now 

crude. Two, the expense of the ‘all other’ fleet. Of the 280,000 cars back in 2003, if 30,000 were general purpose 

cars, then 250,000 were ‘all other’ tank cars. When you go to the end of the ethanol boom, when the large general 

purpose fleet was about 65,000, that ‘all other’ fleet is roughly about the same size, about 250K.”  

 “Prior to ethanol, the build rate for tank cars was pretty steady year-over-year, with the exception of the recession 

years. It was probably 9,000-10,000 cars a year. During the ethanol build, the ‘all other’ guys didn’t get their regular 

9,000-10,000 new cars just for regular replacement because costs were so high because of what ethanol did for the 

prices; it drove them up beyond what your average business model could afford for a clay car or a corn syrup car. So 

in that 2003 to 2011 time frame you only had about two-thirds of demand being met.”  

 “So if you’ve got an eight-year period where normal demand is 10,000 cars, and you’re only getting 6,000 cars, 

you’ve probably got about 30,000 cars worth of pent-up demand every year, and so right now—looking at the 2013 

numbers—the indications are that the ‘all other’ tank car users were finally back to getting their roughly 10,000 cars. 

So going forward, demand is likely to be the 10,000 a year, plus another 5,000 cars a year pent-up demand for a 

total of 15,000 through the next six years to 2020 [for the ‘all other’ class of tank cars which don’t carry crude].” 

 “Then on top of that, what the growth is going to be in the tank car fleet will be tied to the growth of the economy. 

Historically, the growth in tank cars grew at a kind of GDP type rate.” 

 “[Demand for] intermodal is light right now, but [all freight railcar types] are 

underperforming a little. But there’s so much demand on the tank car side, 

it keeps prices up, and there is a bit of a spillover effect price-wise on the 

non-tank car types. It also picks up capacity at the [railcar manufacturing] 

plants. If you’re operating a manufacturing facility that’s got four lines, 

you’re going to build the cars that you’re going to get the best price and best 

margin on, and where they can get the biggest backlog. So it’s not going to 

be box cars, for example.”  

 “You’re going to see an uptick in grain car replacements, as [manufacturers] 

continue marching from the old 263 to the newer 286 cars. There’s a long 

way to go on that—it’s a huge fleet and it’s only about halfway there as far 

as upgrades, even though it’s been 20 years.”  

 “[Other factors affecting the likely uptick in demand for grain cars are 

grower based]. Two years ago there was a horrible drought, no one was 

building cars. Then last year, we had a much better crop, but the problem 

was that prices didn’t move up in the export markets, and so farmers held 

on to their reserves. So going into this year, with below-average grain car 

replacement rates, the expectation is that, if plantings are good, and the 

harvest forecasts are good—and they both are so far—we’re going to have 

another bumper crop, and you’re not going to have a depleted grain storage 

system like we did last year following the drought. So if you have a lot of 

grain and not much storage, then the grains have to get sold.” 

 “You’ve got a huge demand now for the small cubed gravity covered 

hoppers, which are more for sand and cement. It’s all about sand right now. 

There were 11,000 cars ordered in the first quarter, which is probably a 

year-and-a-half of production all ordered at once. That’s all frac sand. And 

when the construction markets improved more, you’re going to see demand 

for cement cars.”  

 “The point is, on the freight car side you’ve got a lot of different segments 

that are based on areas of the economy that are OK at best, that are just 

waiting for [economic] conditions to improve, and you’re going to see build 

rates go up. And that’s going to be on top of the tank cars.” 

Pipeline 

A lot of people look at this and 

see we’re at the top of the 

market and say it’s only going 

to go down. Not so. … You’ve 

got an eight-year period where 

normal demand is 10,000 cars, 

and you’re only getting 6,000 

cars, you’ve probably got about 

30,000 cars worth of pent-up 

demand every year, and so 

right now—looking at the 2013 

numbers—the indications are 

that the ‘all other’ tank car 

users were finally back to 

getting their roughly 10,000 

cars. So going forward, demand 

is likely to be the 10,000 a 

year, plus another 5,000 cars a 

year pent-up demand for a total 

of 15,000 through the next six 

years to 2020 [for the ‘all 

other’ class of tank cars which 

don’t carry crude]. 

VP Business Strategy & Technical 

Services, AllTranstek 
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 “You’re going to have the demand for crude, which is going to play itself out beyond 2020. I don’t think anyone 

knows how big the crude-by-rail story is going to be. Everyone agrees it’s here to stay, and has huge advantages over 

pipe.”  

 “I don’t worry so much about Keystone XL. I worry more about trans-Canadian pipelines going from the Bakken to the 

East Coast of the U.S., and then dropping down into the U.S., or going to Montreal and working its way down the 

coast. It gets to be a bit of a Ouija board, and what the oil industry has found is that this whole crude-by-rail gives 

huge arbitrage opportunities—not just from a trader/seller side, but also from a buyer side.”  

Rates and Prices 

 N/A 

Companies 

 “We’re definitely about to go through a build cycle for plastic pellet covered hoppers, which are specialized covered 

hoppers. [What’s driving this is the fact that] gas is cheap. Trinity Industries and ARI [build these cars]. Greenbrier 

has a design ready to build now, FreightCar America will have one ready in 2015.” 

 “Most of the intermodal cars are purchased by TTX. Intermodal railcar demand kind of swings based on the winds or 

the order pacing of TTX.” 

 

 

2. President of a logistics software company  

Demand likely will stay strong in the booming tank car market because of the massive number of existing cars that are 

due for inspection and re-certification. The long wait times for this type of maintenance will drastically reduce the number 

of cars available to move product, and this likely will happen by the end of 2015. Another wild card factor in the tank car 

market is government legislation, with the possibility of new rules which could affect both car design and railway routes. 

Both could drive further demand for new cars. Demand for coal cars should remain steady as some are repurposed for 

sand to service fracking operations. Box cars, an often overlooked segment of the market, should also see sustained 

demand as a result of an aging fleet which will need replacing. American Railcar Industries stands to benefit handsomely 

from all the repairs and re-certifications in the tank car industry. 

Demand 

 “The big impact on [railcar] manufacturing availability clearly has been the 

energy play. That is what’s put big pressure on shops, on manufacturers, on 

shippers.” 

 “There is a massive number of existing tank cars in service—because of 

their age and other issues—that are due for inspections and re-

certifications. Re-certifications can take anywhere from 75 to 120 days, and 

that’s if you can find shop space. So that’s going to reduce the number of 

cars available to move product. There’s a backlog, and a lot of cars are 

going to hit these numbers by the end of next year. So that will create 

shortages of cars available to move product.”  

 “With the demand for a lot of new build going to tank cars, that’s going to 

have one impact [on the shop space available for inspections and re-

certification]. Shop space in general could be compromised because all 

these [older] cars have to go in, so other cars [including those other than 

tank cars] that might need repairs could also have longer delays or actually 

be out of service for longer periods of time. It’s hard to predict what class of 

cars might see that, but it’s very profitable for the shops to inspect the tank 

cars.” 

 “I think the big thing is that there’s a lot of cars where re-certifications have 

been postponed because these cars were in service for crude oil moves. As 

a result, there’s a lot of cars that will be coming right up against some 

deadlines, and theoretically they could be suspended from operation. Some 

people don’t want to discuss it; some of the leasing companies will tell you 

they’ve got it under control … and a lot of the cars are the DOT 111 tank 

cars, which recent rule changes seem to be in favor of phasing out for 

There is a massive number of 

existing tank cars in service—

because of their age and other 

issues—that are due for 

inspections and re-

certifications. Re-certifications 

can take anywhere from 75 to 

120 days, and that’s if you can 
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cars available to move product. 
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certain types of product mixes. So you’re not going to see [these particular cars] in the crude oil movement, and 

especially things like ethanol which have low boiling points and are highly volatile.” 

 “No one knows what legislation is coming down the line. Politically, this can be a very highly charged issue. There are 

regulatory issues which may come up, along the lines of more regulations demanding higher standards for tank cars. 

The Department of Transportation, the AAR Tank Car Committee, and Homeland Security are all involved here, and a 

lot of people are trying to figure out what’s going on.” 

 “And of course the government agencies are worried about—from a political standpoint—what’s moving. Is it a volatile 

product, is it going to explode? Everyone’s familiar with the [accident] in Quebec, but there are other areas where 

cars have exploded. Thankfully they haven’t been in highly populated areas, but if you look at NY State, Philadelphia, 

Southern New Jersey … highly populated areas, with lots of product going through there, there’s pressure to [tighten 

regulations].” 

 “When it comes time to sue somebody, and look for damages, [the prosecutors] will go to everyone—the shipper, the 

railroad, the equipment manufacturer, the leasing company … so it creates additional exposure, and in a 

catastrophic situation it will put you out of business.”  

 “So the tank car market, the demand is definitely there, and no one knows what the new cars are going to be like.” 

 “For other cars such as coal cars, depending on how old they are and what they’re made of, they can be moved over 

to service for sand. Frac sand fell out of favor for a little while, but that market’s really picked up again; you need the 

sand for the fracking operations, which drives a lot of crude operations, so those cars are finding new homes in sand 

markets.” 

 “And natural gas fracking as well, which with gas prices down, we’re not seeing much activity there—but all we have 

to do is see a firming up of those prices off these lows, and we could see additional demand for both cars to move 

frac sand for the gas operations, and additionally we’ll see some pressurized tank cars [in even greater demand] as 

well.”  

 “Box cars are always in demand. That market has not really been upgraded too much, so that fleet tends to be old. 

They carry mostly packaged products, paper, sometimes finished goods; they’re the rolling containers that you see, 

with side doors. It’s not a huge fleet and often overlooked. I don’t think the demand is huge, but the cars are old so 

will need replacing and there’s a limited number of the fleet out there.” 

Pipeline 

 N/A 

Rates and Prices 

 N/A 

Companies 

 “AllTranstek [LLC], American Railcar Industries, American Railcar Leasing [a subsidiary of American Railcars] are all 

companies which service tank cars [for repairs and re-certification], and then there are a lot of local and regional 

shops like Strozier that are certified to re-certify tank cars, and so will be very busy.”  

 “[Burlington Northern] Railway has ordered 500 tank cars to a higher standard than currently demanded, so they’re 

trying to push the next generation tank cars. It will give them a fleet that could be approved for all product moves, 

whether it’s canola or crude oil or whatever. I think what they’re doing will push the envelope and hopefully set some 

standards.”  

 

 

3. Consultant for agricultural companies, including ethanol, specializing in rail-related fleet management issues 

While there are signs of overbuilding, this source said that new regulations for tank cars represent the big unknown. 

Chances are these new regulations will result in the need to retrofit a huge number of tank cars, which will increase 

current lease rates. For some shippers, that increase in rates may mean it becomes more desirable to lease new cars. 

Demand 

 “The real reason all this happened is very simple: the huge crude oil production in Bakken and four or five other 

smaller fields came online. What happened is there’s a very large spread between the price of West Texas 

Intermediate [WTI] crude and Brent crude.” 

 “[In the US], a total of 65,000 new tank cars are needed, plus or minus 15%. We’re adding 2,500 new cars a month. 

That’s why we’re seeing all this talk of tank car overcapacity in the next two years. But there’s a big unknown. We’re 

http://www.alltranstek.com/
http://www.strozierrailcarservices.com/
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likely to see at least the proposed new [tank car] regulations in the next 60 days. If they’re passed this year, it will be 

a miracle, but probably next year.” 

 “There’s a lot we don’t know. We’re not sure if ethanol and crude will be in the same kind of car or crude will be in a 

different one, which would make sense because crude is more corrosive and potentially more explosive. … There’s a 

mess going on in the regulatory side and that has kind of shut down plans. You’re not going to commit to owning or 

leasing a fleet until you know what kind of new-car orders you’ll need or new-car offers you’ll get.” 

 “If the government comes out and says ‘retrofit,’ that will force old cars out of service, maybe 5,000 total. Then there 

are 12,000 to 20,000 relatively new cars that may need a minor retrofit, minor being $20,000. So that leaves 

40,000 cars that carry crude that need a $45,000 to $75,000 retrofit.” 

 “I don’t see how you can get away from it, rollover skids, head shields, 

interior insulation, a second layer of steel. I think shops are going to be 

busy for the next three years, four years, five years. … This is my 45th year 

in the business and I’ve never seen a regulation like this imposed on this 

number of shippers, lessors, car manufacturers.” 

 “They will continue to build new cars and [to] retire old cars that are more 

than 30 years old.”  

 “The ethanol industry is static. The same thing is true for soybeans, corn, 

other grains. They’re certainly not like crude, which is growing 

exponentially.” 

 “Only three years ago, there was a huge surplus of tank cars [after the 

collapse of ethanol]. I know for sure some of our clients … got under $350 

[a month] for a long-term lease.” 

 “There’s another factor and a major player in all this. We’ve had horrible 

railroad service for the past nine months. We had a bitter winter which was 

a big factor. New regulations slowed trains down 10 miles an hour. …. 

Burlington Northern had a complete meltdown and the others had some 

serious glitches. Burlington Northern’s turn times were down to 2.3 a 

month. At one time, they were three times a month. A one-third reduction 

[in carrying capacity], that’s huge.” 

 “There’s another big unknown. We don’t have a handle on just how much 

crude oil will come out of Canada, where the regulations [on tank cars] will 

track ours or vice-versa.” 

Pipeline 

 N/A 

Rates and Prices 

 “In 2012, early 2013, Bakken crude was discounted $20, $30 a barrel to WTI. [For shippers who could take 

advantage of the arbitrage between Bakken and WTI], $30 a barrel at 700 barrels per railcar equals $21,000 per 

trip at two trips a month. Railcars cost only $160,000 to build so taking a multi-year lease or paying $2,500 to 

$4,000 a month for a short-term lease was an easy decision. … So there was a bidding up in the spot market and in 

the new-car build.” 

 “Most leases say that if there’s a government-mandated retrofit, the lease cost goes up $1.75 a month for every 

$100. A pretty good average on a retrofit is a $900 a month jump. That’s huge. A new tank car, which meets or 

exceeds all the [expected] new standards was quoted yesterday at $1,500. I’d rather have a new car.” 

Companies 

 N/A 

 

 

4. Executive for a major North American railroad association  

Demand for tank cars is on the rise and will be even stronger next year, after the new safety regulations for railcars are 

approved. This source said that many clients will wait for the new safety rules to be approved before they buy or lease 

new tank cars. In the industry’s view, the newer, safer railcars should be grandfathered in, but it’s unlikely that will 

[In the US], a total of 65,000 

new tank cars are needed, plus 

or minus 15%. We’re adding 

2,500 new cars a month. 

That’s why we’re seeing all this 

talk of tank car overcapacity in 

the next two years. But there’s 

a big unknown. We’re likely to 

see at least the proposed new 

[tank car] regulations in the 

next 60 days. … This is my 45th 
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never seen a regulation like 
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shippers, lessors, car 

manufacturers. 
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happen. The pent-up demand may lead to order backlogs of three to four years. Union Tank Car is in a particularly good 

position vis-à-vis the expansion. 

Demand 

 “One category where demand is certainly increasing is tank cars for hauling crude oil. There is a lot of pressure right 

now because of accidents involving crude oils. The new regulations may require retrofits of even the best, most 

robust cars and replacements of the others. Once the feds have figured out what they want the standards to be, 

everyone will get in line. For demand at that point, in the short to medium term, the sky’s the limit.” 

 “Right now some people are building tank cars that are subject to being second-guessed. If the feds don’t 

grandfather in some of the most robust cars, the owners or builders will have to go back and retrofit, which may be 

extremely expensive. So there’s a certain risk to manufacturing these right now. Once the standards are out and 

approved, everyone will want to buy them.” 

 “The feds have not been inclined to do a lot of grandfathering in of the 

safer cars and to me that’s crazy. They should grandfather in the newest 

cars and impose their draconian regulations on the plain Jane railcars—and 

there are a lot of them out there—that really need it.”  

 “If the people who buy and own tank cars spend a lot of money to improve 

the cars and then a few years later, [the government] says, ‘whoops, here’s 

a major refinement you have to incorporate,’ that would be a problem.” 

 “The new regulations will reduce the likelihood of accidents, but even if 

every car is the newest and strongest,  you can’t prevent all accidents if 

there is an impact at 60 mph or more. The railroads work hard to reduce 

broken rails and derailment rates have been declining steadily for a long 

time. But there’s not a railroad in the world that doesn’t have derailments.” 

 “There is going to be a big demand for tank cars a year from now. There’s a 

demand right now, but some people may be holding back, trying to guess 

what the minimum standards will be. I estimate tank car orders will be backed up for three or four years. There is 

already a two-year backlog on tank cars.” 

 “In terms of crude oil, the supply is still growing, displacing foreign oil.” 

 “It’s possible there might be a boom and bust cycle for other car types. Coming out of the recession, some types, like 

coal cars, experienced a decline due to the drop-off in coal traffic and the rise and relative cheapness of natural gas. 

The less efficient cars are surplus and sitting around.” 

Pipeline 

 N/A 

Rates and Prices 

 N/A 

Companies 

 “More companies are working on a relationship to a car-building business in anticipation of a big expansion. The 

companies that have been building tank cars and know the market the best will probably do the best. Union Tank 

Car, for example, is big in tank cars and will definitely have an advantage.” 

 

 

5. Sravan Puttagunta, CEO and Founder, Solfice, a rail safety company 

With back orders for 42,000 railcars, demand is high. Railcar manufacturers who suffered through the last boom and 

bust cycle are nervous about producing to capacity, but this time the decline should be gentler, particularly if the industry 

continues to diversify. Most derailments are due to track fatigue, so safety measures should not be confined to railcar 

design. The railways need a better infrastructure and Positive Train Control to ship goods safely while meeting the 

explosion in demand. 

Demand 

 “Railcar demand is definitely going up. There is a backlog order of 42,000 railcars. It’s especially high in the area of 

shipping oil by rail.” 

The companies that have been 

building tank cars and know 

the market the best will 

probably do the best. Union 

Tank Car, for example, is big in 

tank cars and will definitely 

have an advantag. 

Executive, Major North American 

Railroad Association 

http://www.solfice.com/
http://en.wikipedia.org/wiki/Positive_train_control


 

 1 Ferry Building, Suite 255, San Francisco, CA 94111 | www.blueshiftideas.com 

28 

Railcar Trends 

 “Railcar manufacturers are unwilling to manufacture to capacity because of what happened in the recent past: There 

was a boom and then a severe drop-off. So they are reluctant to increase their manufacturing capacity since some 

almost went under the last time. But this is different in that rail is expanding and better infrastructure is anticipated. 

So rail will definitely stick around this time. “ 

 “We shouldn’t see the same problems [of railcar oversupply] we saw last time, especially if the industry becomes 

more diversified and isn’t depending too much on oil by rail. Rail is still the most cost-efficient way to transport 

goods.” 

Pipeline 

 “Pipelines will add additional competition, but the benefits of rail is that it has dual uses. It just needs to prove itself 

safer than a pipeline, so that it’s just as safe to send oil through the rails.” 

Rates and Prices 

 “The new safety regulations will require improvements to the railcars, but many accidents stem from human error or 

other causes. Market research shows that in the last 10 years there have been 13,000 train derailments, 2,000 

collisions and 34,000 accidents at train crossings. For derailments, most of the faults are due to track fatigue.” 

 “The operating life of a piece of track is the pressure of a million gross tons, and then you’re supposed to replace it. 

But right now there’s no system to actually measure the weight going over that rail, or the deflexion caused in the 

rail. That infrastructure is not in place.” 

 “Right now trains have wayside equipment used to calibrate the position of the train, but that’s mainly in strategic 

corridors. There  are parts of the country known as ‘Dark Territory’ where there’s no signaling infrastructure.” 

 “Railways [currently] use load detectors that use pressure sensors and they deploy them every 26 miles. Of course, 

there is a lot of track in between where something could go wrong. We’ve developed a wayside sensor that could be 

attached to every piece of rail that could detect abnormal signals and let you know exactly where, say, there is a 

broken tie or a damaged piece of track. We are also working on a machine-vision solution to use in the train itself.”  

Companies 

 N/A 

 

 

Secondary Sources 

The following seven sources show the rising demand for rail cars, increased production of oil in the United States and 

Canada, and how railcar companies are keeping up with the demand. 

 

Demand for Railcars 
The following two sources show the demand for rail cars continues to be strong for all cars, particularly tank cars as well as 

mid-sized and small-cube hoppers, due to increased fracking needs for sand and oil shipments, as well as rebounding grain 

hauling. 

 

May 1 Railway Age article 

Tank cars retain the most demand in the rail car market. Demand for mid-sized and small-cube covered hoppers will 

remain strong due to backlogs of hi-cube equipment and demand for frac sand, as well a rebound for grain hauling. Oil 

delivery by rail will also remain high as the Keystone XL Pipeline continues to be delayed. 

 “Economic Planning Associates has made a modest upward revision to its freight car deliveries estimate for 2014, to 

62,300 units. This number, EPA said, ‘is based on first-quarter 2014’s strength in orders, assemblies, and end-of-

March backlogs.’ For 2015, EPA is predicting 61,300 cars.” 

 “Looking further down the road, EPA said annual railcar assemblies will expand very moderately, at historically high 

levels, from 60,800 cars and intermodal platforms in 2016 to 62,500 in 2019.” 

 “‘As anticipated in our last report, demand for railcars continues to broaden. In the first quarter of this year, total 

railcar orders amounted to 24,050 units, 61.8% higher than the fourth quarter of last year,’ EPA said. ‘With 

assemblies of 13,954 cars, backlogs expanded from 72,937 at the beginning of the year to 81,927 cars at the end 

of March. This level of backlogs ensures a healthy level of assemblies both this year and next. In fact, our analyses of 

each car type indicate steady and/or stable growth out to 2019.’” 

 “‘While tank cars remain dominant in the freight car environment, we are enthused by the strong recent growth in 

demand for mid-sized and small-cube covered hoppers as well as the high level of backlogs for hi-cube equipment. 

http://www.railwayage.com/index.php/mechanical/freight-cars/freight-car-forecast-62300-units-in-2014.html?channel
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The 11,565 small-cube hopper cars ordered in the opening quarter for frac sand and construction markets has 

boosted our outlook for this equipment. By the same token, the rebound in grain haulings and the need for dry 

fertilizers have also boosted our outlook for mid-sized equipment. A rebound of sorts has begun in the area of 

intermodal equipment, which should continue longer term. We remain cautious on the pickup in demand for coal 

carrying equipment, but given what appears to be a somewhat more favorable environment, we will closely monitor 

coal demand this year and next.’” 

 “Delivery of oil by train has rocketed as the Keystone XL pipeline has been 

delayed for four years.” 

 “It’s important to note that’s far from the only reason the transportation 

method for oil has boomed, as it also coincides with a boom in production 

here in the U.S., notably from the Bakken Formation in North Dakota. 

According to the data from the Association of American Railroads, U.S. 

carloads of petroleum products have more than doubled since April 2010, 

the first time the State Department delayed Keystone approval. There are 

advantages to carrying oil and other petroleum products by rail, since that 

method allows connections to any destination with railways, as opposed to 

the fixed points available on pipelines.” 

 “Even with a strong 8,451 assemblies in this year’s opening quarter, 

backlogs of 50,489 tank cars represent about six quarters of deliveries at 

current rates. Due to the rapid expansion in oil production and the lack of 

any significant pipeline additions, rail will continue to benefit and we 

anticipate strong annual deliveries of oil service tank cars throughout the 

forecast horizon.” 

 “[W]e expect 2014 deliveries of 33,000 tank cars. By the same token, our 

2015 estimate of assemblies is a healthy 29,000 cars.” 

 “From this point on, we look for steady demand for boxcars, grain cars, 

small-cube covered hoppers, and mill gondolas, and continued strong tank 

car demand. Even with an anticipated rebound in coal hauling this year, we 

remain cautious on the outlook for coal cars, primarily because we have 

heard that customers prefer to rebuild rather than purchase new 

equipment in the currently dismal coal environment.” 

 “As anticipated, exports of corn, wheat, and soybeans picked up in the 

fourth quarter of last year and have continued to expand in the first quarter 

of this year. More important, the USDA anticipates further gains in our crop 

exports this year, which should boost grain movements. Based on increased production, consumption, and exports, 

we expect a rebound in grain haulings this year and next. After an 8.0% drop last year, we expect grain haulings to 

increase 8.0% this year and 2.4% in 2015.” 

 

May 29 The Wall Street Journal article 

A shortage of railcars has led to increased leasing rates, as much as 50%, as production rises to catch up with demand. 

All types of cars from tankers to grain hoppers are in strong demand. The market has historically overbuilt cars. 

 “A shortage of railcars bedeviling farmers, auto makers and oil drillers has become a windfall for some railcar 

manufacturers, lessors and finance companies.” 

 “‘There’s strong demand for a broad base of car types and there’s not enough inventory,’ said David Nahass, senior 

vice president at Railroad Financial Corp., a Chicago-based investment adviser. ‘As an operator or lessor in this 

environment, this is what you pray for.’” 

 “Monthly rates for tank cars, which transport liquids such as crude oil, have increased to $1,500 to $2,000 a car 

from about $500 in early 2011, before hydraulic fracturing ramped up in North Dakota’s Bakken Shale oil field.” 

 “Cars that haul sand for fracking are leasing for about $650 a month, up nearly 50% from the end of last year, 

according to leasing-industry analysts.” 

 “Used grain hoppers—some of which are more than 30 years old—are leasing for about $400 a month, up 40% from 

a year ago. Some new hoppers are leasing for nearly twice that amount.” 

 “Railcars can remain in service for at least 40 years and change hands frequently as one owner sells when prices 

are high and another buys to take advantage of depreciation benefits.” 

While tank cars remain 

dominant in the freight car 

environment, we are enthused 

by the strong recent growth in 

demand for mid-sized and 

small-cube covered hoppers as 

well as the high level of 

backlogs for hi-cube 

equipment. The 11,565 small-

cube hopper cars ordered in 

the opening quarter for frac 

sand and construction markets 

has boosted our outlook for 

this equipment. By the same 

token, the rebound in grain 

haulings and the need for dry 

fertilizers have also boosted 

our outlook for mid-sized 

equipment. 

Railway Age Article 

http://online.wsj.com/articles/railcar-shortage-in-u-s-pushes-up-lease-rates-1401393331
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 “During the 2008 recession and its aftermath, car owners scrapped thousands of cars after customers decided not 

to renew leases. When demand picked up recently, car owners were short-handed, especially for grain hoppers and 

railcars that haul new automobiles.” 

 “Frank DeCastro, North America transportation purchasing director for 

Belgian chemical maker Solvay SA, said he had been unable to find enough 

tank cars and covered hoppers as congested rails delayed deliveries. 

Solvay leases 4,000 railcars in North America to deliver peroxide, sulfuric 

acid, soda ash, sodium bicarbonate and other chemicals. ‘Tank cars are 

almost impossible to get,’ he said.” 

 “A growing backlog has pushed deliveries of new tank cars into 2016 and 

deliveries for covered hoppers into next year, he said.” 

 “Orders for all types of new freight cars rose 62% in the first quarter from 

the fourth, according to the Railway Supply Institute trade group. Orders for 

covered hoppers—for hauling grain, sand, fertilizer, powdered cement and 

other bulk commodities—surged to 14,765 cars in the first quarter from 

fewer than 1,200 a year earlier.” 

 “‘There’s always the risk of overbuilding because historically, that’s what 

the industry has done,’ said Mr. Nahass, of Railroad Financial. ‘The industry 

has always had just one gear.’” 

 “New regulations on tank cars in the U.S. and Canada to increase puncture-

resistance will likely keep demand strong and avoid a glut. Canada set a 

three-year deadline to replace or retrofit 65,000 tank cars that carry 

flammable materials. U.S. rail regulators are expected to adopt tougher 

standards this year.” 

 

Oil Production 
The following two sources show the US crude oil production increasing by an average of 1 million barrels a day compared to 

last year and will continue to grow through 2015 to the highest oil production since 1972, and oil shipments from Western 

Canada expected to triple in the next two years. 

 

June 10 Oil & Gas Journal article 

The total US crude oil production has increased its average of 7.4 million barrels per day in 2013 to an expected 8.4 

million b/d in 2014, and will continue to grow in 2015 with an estimated 9.3 million b/d, leading to the highest oil 

production since 1972. 

 “Total U.S. crude oil production in 2015 will reach its highest level since 1972, the U.S. Energy Information 

Administration forecasts in its Short-Term Energy Outlook (STEO) released June 10. Production, which averaged 7.4 

million b/d [barrels per day] in 2013, is expected to average 8.4 million b/d in 2014 and 9.3 million b/d in 2015.” 

 “Additionally, EIA estimates that U.S. total crude production during May averaged nearly 8.4 million b/d—the highest 

monthly average production since March 1988.” 

 “With the Atlantic hurricane season commencing June 1, EIA believes production will be minimally disrupted, relying 

on the National Oceanic and Atmospheric Administration’s prediction that the Atlantic Basin will likely experience 

near normal or below-normal tropical weather through Nov. 30.” 

 “Mean estimates of shut-in production by EIA in the federal Gulf of Mexico during that period total 12 million bbl of 

crude oil and 30 bcf of natural gas. During last year’s hurricane season—the first season without a major hurricane 

since 1994—shut-ins to gulf production halted only 3.1 million bbl of crude oil and 6.7 bcf of gas.” 

 “EIA, however, estimates a 69% probability of production shut-in volumes matching or exceeding those numbers.” 

 

June 9 Financial Post article 

Oil shipments from Western Canada are expected to triple during the next two years from 200,000 barrels per day in late 

2013 to 700,000 barrels a day in 2016. 

 “Shipments of oil by rail from Western Canada are expected to more than triple in the next two years, as the sector 

heads into a severe shortage of pipeline capacity by next year, according to a new forecast by the Canadian 

Association of Petroleum Producers.” 

Monthly rates for tank cars, 

which transport liquids such as 
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$1,500 to $2,000 a car from 
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The Wall Street Journal Article 

http://www.solvay.com/
http://www.ogj.com/articles/2014/06/eia-us-oil-production-in-2015-expected-to-be-highest-since-1972.html
http://business.financialpost.com/2014/06/09/canadas-oil-industry-cuts-long-term-production-growth-forecast-to-4-8m-bpd/?__lsa=4f79-f95f
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 “Oil transportation by rail is expected to jump to about 700,000 barrels per 

day by 2016 from 200,000 b/d in late 2013, the Calgary-based lobby group 

predicted Monday in its annual crude oil forecast.” 

 “Oil supplies in Western Canada from the oil sands and from new shale 

plays continue to increase, while four major pipeline projects—Keystone XL, 

the TransMountain expansion, Northern Gateway and Energy East—await 

regulatory approval and construction.” 

 “‘The crunch point is between 2015/2016,’ said Greg Stringham, vice-

president for oil sands and markets at CAPP. ‘So far we haven’t seen any oil 

being shut in, it’s all being able to be produced. But when it gets that tight 

you start to see some impacts on the market, and the real question is how 

fast the rail piece can help alleviate that.’” 

 

Companies 
The following three articles show Trinity Industries reopening a closed tank car manufacturing plant to meet the rising 

demand of railcars, Greenbrier and Watco Co. LLC joining forces to open a network of railcar repair shops as railcar safety is 

at an all-time high, and Greenbrier seeing new orders for railcars exploding for tank cars and small-covered hoppers. 

 

May 1 Atlanta Business Chronicle article 

Trinity Industries is reopening a closed tank car manufacturing plant in Georgia after seeing a rise in demand. The 

company now expects to deliver 27,500 to 29,000 units, up from its previous estimates of 25,500 to 27,500 units. 

 “One of North America’s largest manufacturers of transportation products plans to start making railcars at a large, 

existing manufacturing plant in Georgia.” 

 “Trinity Industries Inc. is in the process of bringing on-line a large, existing 

railcar manufacturing plant in Georgia, D. Stephen Menzies, senior vice 

president and group president of Trinity’s Rail and Railcar Leasing Groups, 

told analysts on April 30.” 

 “‘Initially, we are planning to produce a group of tank cars at that plant 

intended for our leasing business,’ Menzies said.” 

 “Trinity owns several facilities in Georgia, one of which produces railcar 

components. The facility that will build railcars has been owned by the 

company for several years and is being reopened.” 

 “The plant to be reopened is in Cartersville, Ga., The Daily Tribune News 

reported May 1. The plant closed in 2009 and laid off 659 workers, the 

paper reported.” 

 “As a result of the orders received in the first quarter and capacity increases, Trinity has increased its expected 2014 

unit delivery to be in the range of 27,500 to 29,000, an increase from the company’s previous expectations of 

25,500 to 27,500 units, Menzies said.” 

 “‘This is a very exciting time for Trinity Rail as we continue to see a broadening in railcar demand as the economic 

recovery accelerates, developing fleet replacement opportunities, and ongoing strong demand catalysts from the 

North American Energy Renaissance,’ he said.” 

 

June 10 The Bakken article 

Greenbrier and Watco have joined forces to create a network of railcar repair shops, to repair the 200,000 and growing 

older railcars on the market. This joint venture will feed off of the heightened demand for federally-mandated tank car 

recertification that requires every tank car in North America to undergo a battery of inspection requirements at least once 

every 10 years in order to continue in operation. 

 “The Greenbrier Co. Inc. and Watco Co. LLC have announced a new company that will create a world-class network of 

railcar repair shops. The joint venture forms GBW Railcar Services LLC, which will own and operate Greenbrier’s and 

Watco’s respective railcar repair, refurbishment and maintenance businesses.” 

 “According to Executive Vice President and Chief Financial Officer of Greenbrier, Mark Rittenbaum, GBW will include 

the highest level of service to its customers, including an increased scale which expands the company’s tank car and 

general railcar expertise.” 

Oil transportation by rail is 

expected to jump to about 

700,000 barrels per day by 

2016 from 200,000 b/d in late 

2013, the Calgary-based lobby 

group predicted Monday in its 

annual crude oil forecast. 

Financial Post Article 

One of North America’s largest 

manufacturers of 

transportation products plans 

to start making railcars at a 

large, existing manufacturing 

plant in Georgia. 

Atlanta Business Chronicle Article 

http://www.watcocompanies.com/railroads.htm
http://www.bizjournals.com/atlanta/news/2014/05/01/trinity-industries-to-open-railcar-manufacturing.html?page=all
http://www.thebakken.com/articles/671/greenbrier-watco-merge-to-form-railcar-retrofit-service
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 “‘GBW is going to draw on Watco’s strengths as an efficient railcar repair operator as well as Greenbrier’s core 

commercial design and engineer competencies and together cross-pollinate best practices from each company to 

form the largest and best railcar repair network in North America,’ said William Furman, Chairman and CEO of 

Greenbrier.” 

 “The U.S. Department of Transportation recently issued an Emergency Order requiring all shippers to test product 

from the Bakken before it is transported to ensure the crude is transported in the proper packing group.” 

 “Mike Yanish, business development manager for Watco, said the basic idea behind the facility is to open another 

crude loading facility in the region that could also handle products such as sand, pipe and any other oilfield related 

product in demand. In addition to the traditional transloading capabilities, the team also wants to develop a space 

large enough to house railcars in need of retrofit. ‘With the lack of rail shops out there, it really hit home with us,’ 

Yanish said, ‘why not have one in the heart of the activity?’” 

 “As a joint venture, GBW will capitalize on the heightened demand for federally-mandated tank car recertification 

that requires every tank car in North America to undergo a battery of inspection requirements at least once every 10 

years in order to continue in operation.” 

 “Tank car design and retrofits are also an important component of the safety equation.” 

 “‘There are over 200,000 cars that will need to have some form of maintenance, retrofitting or recertification 

performed over the next few years,’ said Furman. ‘We [GBW] expect this will lead to high quality jobs and 

advancement opportunities for the team members in the GBW shop network across America.’” 

 

May 21 Railway Age article 

Orders for small-cube covered hopper and tank cars (2,500 and 2,300, respectively) have exploded for Greenbrier, 

bringing the total new orders for April and May to 7,000 railcars. The increased demand has been led by record grain 

harvests, and growth in shipments of petroleum and petroleum products, which include shipments of crushed stone, 

sand and gravel for hydraulic fracking. 

 “The Greenbrier Companies, Inc. received new orders in April and May for 7,000 railcar units valued at more than 

$700 million.” 

 “The orders, announced May 20, 2014, comprise a broad range of railcar types, including a recent award for more 

than 1,700 intermodal platforms. Other orders include nearly 2,500 small-cube covered hoppers and more than 

2,300 tank cars primarily used in the energy sector. Continued strength in automotive markets resulted in orders for 

400 automotive-related products in North America and Europe, Greenbrier noted.” 

 “These announced are in addition to the 3,100 units valued at approximately $265 million received in March 2014 

and first reported April 3, 2014. Since the start of the company’s fiscal third quarter in March, Greenbrier has 

received orders for more than 10,000 railcars valued at nearly $1 billion. Since Sept. 1, 2013, the beginning of the 

company’s fiscal year, Greenbrier has received orders for more than 18,400 railcars in North America and Europe 

valued at almost $1.7 billion.” 

 “Accelerating intermodal loadings and a record grain harvest are contributing factors. ‘As we anticipated earlier this 

year, increases in rail loadings across multiple car types, coupled with reductions in velocity, are driving demand for 

many of our car types, including intermodal platforms,’ said Chairman and CEO William A. Furman.” 

 “‘Reduced speeds for most trains carrying crude oil continue to affect velocity across the entire rail network. 

Intermodal car loadings are up more than 5% compared to the same period in 2013 as intermodal shipments by rail 

have surpassed pre-recession levels and continue to increase. Greenbrier also continues to benefit from a strong 

automotive-related products market with its comprehensive product line, as the aging fleet of automotive rail carriers 

has led to an active railcar replacement cycle.’” 

 “Shipments of petroleum and petroleum products, including crude by rail, have grown year-to-date by 6.6% 

compared to the same period in 2013, continuing to drive demand for tank cars. Tank car sales for agricultural 

products, like vegetable oil, have also been a recent area of strength, with Greenbrier receiving orders for 200 units. 

Newly developed techniques for energy extraction by hydraulic fracking require more sand per well. As a result, 

carloadings for crushed stone, sand, and gravel are up by nearly 7% compared to similar 2013 loadings driven 

largely by the growth in frac sand.” 

 “‘The strength of the energy renaissance in North America continues unabated,’ Furman said. ‘As new energy 

exploration fields are activated, demand for frac sand has grown robustly. Greenbrier is benefitting from this 

phenomenon by receiving substantial orders for our small-cube covered hopper cars. We were also pleased to 

receive orders more than for 2,100 tank cars for transporting crude oil, despite lingering regulatory uncertainty on 

the prescribed safety design features for these cars.’” 

http://www.railwayage.com/index.php/mechanical/freight-cars/greenbrier-7000-railcars-700-million.html?channel=59
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Additional research by Emily Carr, Diana Hembree, and Matt Miller 
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