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“Volume weakness in 2Q20 unavoidable, with the duration of the impact unknowable. A clear 
dichotomy has occurred in recent weeks, with the food & beverage/consumer staples categories 
experiencing strong demand. — Baird Equity Research, March 23, 2020 

“A snapshot of railroad volumes since October (updated weekly) vs. 15 years of seasonality 
shows port-levered intermodal underperforming, but broader industrial merchandise traffic 
holding up for now. Risk to rail escalates as we move into 2Q and feel the effects of oil’s collapse 
and the coming manufacturing shutdowns.” — Bascome Majors, Susquehanna, March 23 

“Freight railroad workers have been designated as ‘Essential Critical Infrastructure Workers’ to 
our country during this crisis by the Department of Homeland Security’s (DHS) Cybersecurity 
and Infrastructure Security Agency (CISA). The new DHS guidance, in its Transportation and 
Logistics section, addresses workers in freight and passenger railroads as well as those that 
support maintenance of rail and transportation infrastructure.” — ASLRRA website 

TNW Corporation, parent company of three Texas short lines and a logistics center, has been 
awarded $4.4 million in two grants under the FRA's Consolidated Rail Infrastructure and Safety 
Improvements Program (CRISI) program. Of that, $4.2 million goes to the Texas North Western 
Railway (TXNW). Some $220,000 goes to the Texas, Gonzales and Northern Railway (TXGN). 

The TXNW will match its grant with $4.1 million in private funding for the Etter Interchange 
Improvement Project, which will create a new interchange by combining two adjacent four-track 
yards in the Fisher Yard Complex in Sunray, Texas. The result will be a single yard that can 
accommodate larger trains for customers and enhance the BNSF interchange. The major benefits 
will be better transit times and an added value for customers.  

The TXGN funds will help pay for the Harwood Interchange Expansion Project, which calls for 
improving 9,000 feet of track in the Harwood rail yard at the railroad’s UP interchange point. 
The project also involves building a new siding to run parallel to TXGN's mainline, 
improvements in switching technology, replacing two wood trestle bridges with concrete 
culverts, and rehabilitating two road access points. TXGN will contribute $220,000 in private 
funding as part of the grant award. 

Pennsylvania’s Reading & Northern is the Railway Age 2020 Regional Railroad of the Year.  
This is the fourth time that the railroad has won the award, and it is the only railroad to win more 
than twice, winning previously in 2002, 2011, and 2015. The railroad was recognized for its 
multi-year project to construct a new bridge spanning the Lehigh River near Nesquehoning, 
PA. The $14 million bridge is the result of a public/private partnership between the 
Commonwealth and the R&N, with the latter contributing $4 million.    
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The new bridge is a three-span, 450 foot long, structure that soars 55 feet above the river, 
connecting the railroad’s Reading and Lehigh divisions. The railroad broke ground for the 
project in August 2017, and set the first beams in July 2019. Work was completed in February 
2020, and CEO Andy Muller (pictured) operated the first train across the new bridge. 
  
 This bridge connection allows the Reading & Northern to further improve service to its 
customers through improved transit times between the interchange and the customer’s siding.    
By moving traffic via this route, it provides a faster transit time for the customer, cutting at least 
48 hours out of the trip.   The routing also reduces the total trip mileage, by eliminating 
circuitous routing on the Class I railroads.  The improved routing also benefits equipment owners 
by reducing the round trip by about two days.     
  
Muller will tell you, “We have to 
earn our customers’ business every 
day.  And to win the business we 
constantly have to be improving 
our service and offering new 
service.  The Nesquehoning Bridge 
will enable us to do just that for 
many of our customers and it will 
open up new business opportunities 
for the region we serve.” 
  
The R&N is a privately-held 300+ 
mile railroad serving more than 70 
customers across nine eastern 
Pennsylvania counties, connecting with Norfolk Southern and Canadian Pacific. The railroad 
operates both freight services and steam and diesel powered excursion passenger services, owns  
1300 freight cars, and employs more than 300 area residents.  
  
The Coronavirus event is accelerating the process of simplifying supply chains. According to a 
lengthy report in Bloomberg’s, private equity has made “a big bet on logistics facilities.” 
Previous hits to supply chain fluidity, from the tsunami in Japan to hurricanes along the Texas 
Gulf, have convinced many companies that they should keep more inventory closer to hand and 
more accessible to the end-user customer. 

You’ve read about Amazon looking to hire 100,000 people to staff its fulfillment centers. The 
Blackstone Group has bought more than $25 billion worth of industrial properties and 
investment trust; Prologis has been getting bigger through acquisitions. The two companies now 
have about a billion square feet between them, “more than their next ten largest competitors 
combined.”  
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The question for the railroads is, “How do we capitalize on all this?”  Mike Smith, President of 
the Finger Lake Railway, put it this way in his NEARS remarks last October: 

The evidence is that we are increasingly not relevant and it’s a disturbing trend that is taking 
place.  For example, in Findlay, Ohio, there are two major warehouses going up: one for HJ 
Heinz, one for Campbell Soup.  One is approaching 700,000 sq. ft, the other is well over 
500,000 sq. ft.  The unique characteristic of each of those warehouses is that they are not 
served by rail.   

We are talking about heavy commodities here — stuff where we can put four or more 
truckloads in every boxcar that could be serving those particular warehouses.  But we re not 
even considered.  We weren’t in the equation.  Nobody thought about the railroad as an 
option even though these are the perfect commodities for us to be handling. 

To which one of my shortline investor friends, who himself has an impressive resume in 
financial and shortline management, writes, “Our problem is we look at that and say ‘how is that 
going to impact our railroad?’ Yet such distribution centers represent a two decades or longer 
decision by potential customers who decide that rail carload isn’t relevant to their supply chain. 
If we aren’t considered to be relevant in people’s thinking, then we really have no future…” 

Still, we see above the investment TNW is making to create customers. Paul Treangen, TNW 
President and friend of many years, writes, “We can improve our operations and service 
processes, which means a more efficient transportation network that allows us to handle longer 
trains with shorter service cycles,” the need for which he determined by talking with customers.  

But I’m afraid there are too few Class I boots on the ground to do this. Getting back to Heinz/
Campbell, a railroad friend whose resume includes a high-level stint as the Katy, writes, “The ID 
people and network planners for the railroads serving Findlay should be fired, with prejudice.  
You don’t let ones like that get away.” 
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