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Ra I I I n d u St ry Key Takeaways
Ove rVI ew ¢ Another intermodal record. The third

quarter was the best quarter ever for
intermodal. A record-setting August was

More of the same: solid rail traffic followed by a stellar September,
growth and economic momentum _
. e Carload gains are unusually broad.
dESpItE obslacles. September was the ninth straight month
with year-over-year total carload gains.
Based on opinion polls and consumer Carloads are now generally at levels not
confidence surveys, you might think the U.S. seen since 2019.

economy is in terrible shape. But despite real
challenges that could evolve into full-fledged
crises, including inflation, high energy prices,
rising interest rates, and global conflicts, the

overall economy continues to perform much

better than many expected.

e Manufacturing momentumi is real.
Broad-based manufacturing expansion
now appears firmly entrenched,
supporting carloads of chemicals, steel,
construction materials, and more.

e Significant risks remain, but the
Rail traffic continues to perform well too. economy is shrugging them off. High
August, September, and the third quarter set energy prices, geopolitical tensions, and
new intermodal records, and total carloads LR ORAILITIE T GRS 50 Rl 2 Gl
have grown year over year for nine straight EREMER 1o @RI 12 (HEE 1 e ey,
months. Excluding coal, carloads are Subscribe to receive the Rail Industry Overview
growing twice as fast as the overall economy. ClET ATl S

Importantly, carload growth is occurring
across the industrial spectrum, not just in a handful of isolated sectors. The manufacturing
expansion that took off at the start of the year appears increasingly durable. When coupled with
resilient consumer demand, this bodes well
for continued healthy rail volumes.

August and September 2026 were the two best
mtegrmodal moﬁlhs in history @| PE
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market and regulatory factors, and generally

strong railroad service levels have made intermodal an increasingly attractive option for

shippers.
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It helps that consumers continue to spend. The most recent inflation-adjusted consumer
spending figures, for August, show overall spending up 2.6% over last year and spending on
goods up 2.7%. Robust consumer spending keeps goods moving through supply chains,
providing a critical source of support for freight volumes.

Continued broad carload growth. # of AAR Traffic Categories*

With Year-Over-Year Gains
For U.S. Railroads
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The AAR monitors 20 carload categories that collectively reflect all
major freight-producing industries. In September, 17 of the 20 had
year-over-year carload gains, the most in five years. That breadth ‘;ZE 163 2 li
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Steel had the largest absolute carload growth in September. In

recent months, U.S. steel output has been the highest since 2012. Jul 12 15 14
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Rail carloads of grain rose in September for the 18th time in the

past 19 months. In the third quarter of 2026, grain carloads averaged around 22,000 per week,
down from around 24,600 per week in the first quarter. U.S. grain exports have dipped in recent
months from early in the year.

Railroads play a crucial role
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nearly 33,200 per week in September,

which is a September record. Chemical carloads are on pace to set a new annual record this
year. U.S. chemical output is being spurred by manufacturing growth and by low natural gas
prices relative to elsewhere in the world.
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Year-over-year carloads of coal fell in September for the seventh straight month. Coal carloads
are less than half what they were 20 years ago, but coal still accounts for a quarter of non-
intermodal U.S. rail traffic. The same low natural gas prices that are spurring higher chemical
output also make electricity generated from natural gas more competitive vis-a-vis electricity
generated from coal.

Excluding coal, carloads in September grew 4.4% over last year, significantly faster than GDP growth.

The AAR Freight Rail Index (FRI) strips out coal and grain and seasonally adjusts the remaining
traffic to create a timely gauge of economically sensitive rail volumes. In September, the FRI
reached its second-highest level ever and its average for the third quarter of 2026 was a record
high, pointing to continued strength across the goods-producing economy.

The number of freight cars in storage fell again in September and now equals 17.7% of the North
American railcar fleet — the lowest share for railcars in storage since April 2023. A decline in
stored cars suggests rising demand for freight rail services.

The economy continues to shrug off economic headwinds.

It’s not hard to find reasons for concern about the economy. Inflation is high enough that the
Federal Reserve recently felt the need to raise interest rates for the first time in three years.
Turmoilin the bond market is pushing other interest rates higher too, including mortgage rates,
which recently topped 7% for the first time in several years. Consumer confidence is weak,
diesel prices are setting records, and the global geopolitical environment is unusually virulent.
The labor market appears stuck in a no-fire but also no-hire mode.

Despite all this, the economy continues to grow. U.S. GDP grew 2.2% in Q2 2026 over Q1 2026,
and growth in Q3 is widely expected to be at least that strong.

Manufacturing expansion is one reason. The Manufacturing PMI® from the Institute for Supply
Management® continued its strong run: September was its ninth straight month above 50%,
signifying manufacturing expansion. Meanwhile, overall U.S. manufacturing output the past few
months has been the highest since early 2022.

The Services PMI® is well into expansion mode as well and has been trending higher over the
past year. Services account for around 80% of U.S. GDP and don’t generate rail volumes at
anywhere near the same intensity as manufacturing or mining, but a healthy services sector
supports consumer spending, business investment, and the broader economic activity that
ultimately drives freight demand. Consumer spending remains robust, driving economic growth.

It’s always important to remember that things can change quickly, especially when there are a
variety of potential flashpoints. That said, right now the freight economy appears to be on the
right track.
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