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U.S. ECONOMIC GROWTH SAK

Q2 real GDP rose 6.7% q/q. Expect 5.7% yly growth in 2021 and 4.5% in 2022. The economy gets to full employment around 2023
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THE CONSUMER SECTOR

Consumer spending is now exceeding pre-pandemic levels, up 7.0% yly in Aug. '21, reflecting the economic stimulus and vaccinations
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SELECTED CONSUMER ITEMS

August 2021
(% Chg. Y/Y )
CONSUMER SPENDING - 7.0%
DURABLES 4.8%
-Phones 45.5%
-PCs 7.0%
-Furniture 3.6%
-Home Appliances 3.3%
-TVs 0.9%
-Motor Vehicles & Parts -6.1%
NON-DURABLES B ss%
-Cothing & Footware D 18.6%
-Gas B 132%
-Games & Toys -8.6%
-Pharmaceuticals B 5-0%
-Food f2.0%
-Alcholic Beverages | 1.0%
SERVICES - 7.7%
-Restaurant and Hotel Svcs D 28.9%
-Cellphone Sves s 3%
-Education B s.8%
-Trans portation Svcs - 5.8%
-Housing & Utilities |o.6%
-Health Care Sves -5.7% N
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THE HOUSING MARKET SAK

The housing market is still strong. But, the chaotic market is showing signs of calming down, with skyrocketing home prices
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Economics LLC
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THE HOUSING MARKET
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THE CONSUMER SECTOR SAK

Core consumer inflation cooled to 4% yly in August, but about a third of the gain reflects transitory base effects and supply chain bottlenecks
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CONSUMER PRICE INFLATION (PCE)
Selected Consumer Goods and Services

Core Consumer Price Inflation (CPI)

August 2021 August 2021
. (seasonally adjusted) myly myf2y
5-0;0 7 .Cm'e CPI _y}y 60% -50% -40% -30% -20% -10% 0% 10% 20% 30% 40%
Used Autos 21.4%

45% - W Core CPI - y/2y CAGR \‘ 2.8% I
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Education

3.0%! T Restaurants

2.50/0 1 New Autos

Health Care

2.0010 7 Clothes & Footwear

1-5,% i Utilities
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1.0'% 7 Housing

0.5%' i Transportation

Telecommunication
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THE LABOR MARKET SAK

The labor market added almost 235K more jobs in Aug. ’21. It lost 22.4M jobs due to the pandemic lockdowns. The jobless rate is now 5.2%
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THE LABOR MARKET SAK

The labor market is 76% recovered. The sectors that lost the most jobs due to Covid-19, including leisure, are showing the biggest job gains
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Payroll Employment Growth- By Sector Loss Gain
Job Growth (in 000) August 2021 cto (3/20-4/20) (5/20-8/21) Recovery%
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MANUFACTURING SAK

US factories are recovering from the pandemic, but output levels lag cycle peak in Dec “18 before tariffs put them into recession
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Manufacturing Output Manufacturing Purchasing Managers' Index - USA
Thru August 2021 Index August 2021
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Source: Federal Reserve Board, September 15, 2021; IHS Markit, September 2021 Source: Markit Economics; Institute of Supply Managers; September 1, 2021 10



AUTO SECTOR SAK

Auto plants shut down during the pandemic. In addition to structural issues, the sector faces a severe chip shortage, lean stocks and higher prices
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Annual Light Vehicle Sales
Actuals Thru August 2021
(in 000,000)

Peak Annual Sales

Source: BEA, September 2, 2021; IHS Markit, September 2021
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BUSINESS CAPEX SAK

Expect business capex to display a tale of three cities in 2021-22, with replacement and software capex growing and expansion capex declining or flat
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Business Capex - Total r Business Capex - Equipment
$ (Billions) $ (Billions)
3200 1,500 o
3100 1450 1
3,000 1400 4
2,900 1,350 +
2800 1300 +
2,700 1250 +
2,600 1200 4
2,500 1450 1
2400 1100 +
2,300 1,050 1
2,200 1.000 +
2,100 as50 1
2,000 so0 1
1,900 850 +
1,800 800
1,700 750
1,600 Too
1,500 650
1,400 600
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T IHE N © her 2021 Source: IHS Markit, September 2021
Business Capex - Intellectual Property Business Capex - Structures
$ (Billions) $ (Billions)
1,400 2 700
1,350 675
1,300
1,250 650
1,200 623
1,150 600
1,100 575
1,050
1,000 550
aso 525
200 500
850 a7s
B0O0
750 450
700 425
650 400
G000 375
:ﬁ 3s0
as0 325
400 300
o ~ D W ) © A ) &
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Source: IHS Markit, September 2021
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BUSINESS INVENTORIES S

After years of “Just in Time” inventories, the pandemic has led to record low inventory days-supply. But, not all inventories are the same

Manufacturing Inventories vs. Sales Wholesalers Inventories vs. Sales
July 2021 Jduly 2021
Mfg Inventories Days Supply {Left Axis) Wholesale Inventories Days Supply (Left Axis)
——lifg. Sales Growth (Right Axis, wiy) m————Wholesale Sales Growth (Right Axis, yly)
50 ———WWholesale Inventory Growth (Right Axis, yiy) 45%
s6.0 w— Mg Inventory Growth (Right Axis, yiy) 35% 49
54.0 30% 48
25% 47
52.0 20% ::
48.0 10% 43
42
46.0 5% 41
7 o 40
44.0 5% 39
42.0 -10% 38
40.0 -15% :Z
380 o e 3
36.0 Jul. ‘21z 43.9 days 34
Pre-GFC recession Normal: ~37.0 days -30% 33
34.0 -35% 32 s
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inventory Deys Supphy 45%
40% so Jul. ‘21: 33.3 days
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30% Post-GFC recession Normal (01 16): ~45 da 35%
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THE FREIGHT RAIL SECTOR SAK

Rail sector volume growth is a leading indicator of recessions. Q2 growth was +25.1% yly, but volumes have slowed to -1% in Sep. ‘21

Economics LLC

U.S. RAILROADS

wagyy  U.S. Rail Volumes vs. Recession Periods (CS54 Groups, % Change in Units Handled)
September 2021
30% Weeks 35 through 38 2021 vs. 2020
ep. 4, 2021 through Sep. 25, 202
Official Recession Period 25.1% g o
Metals U.S.Rails 1% 26%
20% " o
Metallic Ores BNSF +1%
Nonmetallic Minerals ggx ;;é
0 Iron & Steel Prd. NS 5% 18%
10% Waste 15%
Crushed Stone Coal 1Y 14%
Pulp & Paper Ag 8
0% Coal Industrial  +10%
Stone, Clay & Glass Auto .33%,
Petroleum Prd. Intermodal  -5%
Chemicals
Lumber & Wood
-10% Food & Kindred
Primary Forest
Grain Mill Prd.
All Other
20% Containers
Famm Prd.
Trailers
Grain
-30% Motor Vehicles  -33%
N N N N N N N N
3 & v ° R N S

Source: Association of American Railroads, September 29, 2021 Source: Association of American Railroads, September 29, 2021



THE FREIGHT RAIL SECTOR

The rail sector cut about 14K jobs during the pandemic. Payrolls are up by about 1K since Jan. ‘21, a woeful recovery ratio of only 7%
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US AND CANADA RAILS: PAYROLL JOB CHANGES
Since Jan 2021
Asof August 2021

BTY&E EMOW 1 Other

CSX GTC/CN KCS NS 500/cp up TOTAL

Source: Surface Transportation Board, Employment Data September 29, 2021 15



THE FREIGHT RAIL SECTOR

The Rails pulled more cars out of storage (177K) than they parked in the pandemic (126K). Covered hoppers and tanks are 71% of storage

North American Rail Cars in Storage - Past 60 Days

Car Count {in 000)
575 1

550 +

4= flecession

* Assumss BNSF Ralway system average equipment length

September 2021
Est. Storage Miles

- 10,000
mm Cars Stored

ssfstimated Miles of Storage*

+ 9,000

+ 6,000

+ 1,000

+ 6,000

5,000

4,000

3,000

Source: American Association of Railroads, Policy & Economic Dept, September 1, 2021
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Car Storage By Car Type

ercent of Each Fleet
0% 80% 60%  40%  20%

23%
2%

26%
21%

%o
%
7%

September 1, 2021

Covered Hoppers

Tanks
Gondolas
Hoppers
Flats

Box

Vehicle Flats
Intermodal
Refrigerator
Grand Total

Percent of Total Fleet
0% 20% 40% 60%  B0% 100%

38%

3%
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THE FREIGHT RAIL SECTOR SAK

Trains on US Rails are running about 4-7% yly slower during the expansion. Terminal dwells are longer yly, especially on the PSR railroads
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US Class 1 Rail - Train Velocity US Class 1 Rail - Terminal Dwell Time
Thru September 22, 2021 Thru September 22, 2021
(Weeky Average Train Speed in MPH, % chg yiy) (Weeky Average Terminal Dwell Time - Ex Run-Thru Trains, in Hours, % chg y'y)

wemBNSF  wmm(SX  wssNS UP
|

Week ending September 22, 2021 25.1 212 218

Source: STB EP724 Data, September 23, 2021 Source: STB EP724 Data, September 23, 2021 17



THE U.S. ECONOMIC OUTLOOK

Baseline Probability: 50%

Economics LLC

Macro Economic EASE CASE Assumptions
September 2021 Forecas

% Chg Y/Y Unless Stated 2021 | 2022 |

Sowrce: IHS Markit (Sep. 2021); E/A and USDA WASDE (Sep. 2021), SAK Economics LLC



THE U.S. & CANADIAN RAIL OUTLOOK SAK
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2021

Coal
+12%

Intermodal
+7%

Ag. Products
-0%

Industrial Products
+5%

Total Volumes Handled: 42.0 Million Autos -4%
Organic Change from 2020: +6% 19
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OPPORTUNITIES SAK

Congress has spent about $5.1 trillion on fiscal stimulus and the Fed’s balance sheet exploded by $4.3 trillion since Feb. ‘20

Upside Probability: 20%
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Coronavirus Aid,

i o 2 Federal Reserve - Balance Sheet (LTIl
I ] “q
Relief, a'nd gf,ﬁﬁ'ﬂ-{ Y Total Liabilie (in § Millions) Vs. Dec 07: +§7.6T
Economic o — As of September 22, 2021 Vs. Feb '20: +84.3T
Security Act [4# h Il || IL
J ; 0
tnanss N il s c » Treasury Repos
iﬁm e 4% ; 2 Currency in Circulation
Worth: $23 tl’l”lon = }E 1 Bank Reserves
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STIMULUS #2:
THE

Worth: $0.9 trillion

Bank Reserves
Since Feb'20

The American Rescue o $2.5 Trillion
Plan Act of 2021 i - :

Worth: $1.9 trillion

Y

Source: Federal Reserve Board, Jan. 20, 2021, SAK Economics, LLC, Feb, 2021  Souee: Federal Reserve Board, September 22, 2021
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