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Robert Wright sees
expansion outside
Europe, in Asia and the
US, as essential to the
industry’s future growth

nyone arriving on an Amtrak

passenger train at Union Sta-

tion in Washington, DC sees

vidence of the world’s rail-
way boom. The trains arriving from
Boston, New York and Philadelphia are
fuller than ever in publicly-owned
Amtrak’s 38-year history. Downstairs
in Union Station’s metro stop, the
trains are full for much of the day and
then, during the night, long freight
trains run by CSX, the US east coast’s
largest freight railroad, rumble
through downtown Washington’s
empty commuter stations, a reminder
of the growth in most forms of rail
freight over recent years.

The boom is still more obvious in
Asian cities such as Taipei, the Tai-
wanese capital. Smart new Japanese-
built Shinkansen high-speed trains
have captured significant market share
from airlines for the journey between
Taipei and Kaohsiung, Taiwan’s second
city, in the island’s south. At Jawahar-
lal Nehru Port, near Mumbai on India’s
west coast, rail brings and hauls away
an increasing share of the containers
heading to and from inland India.

In Europe, some of the strongest
growth has come from the new, private
freight operators competing with the
continent’s established players and
from private companies that have
taken over some of the continent’s pre-
viously moribund regional rail routes.
The continent’s web of high-speed rail
connections also continues to grow
impressively.

The worldwide traffic growth has cre-
ated a boom in work for the world’s
trainmakers and equipment suppliers.
According to a report published this
month by Unife, the European Railway
Industry Association, industry turno-
ver has grown by an average 9 per cent
annually in each of the last two years.
Western Europe, the industry’s tradi-
tional heart, remains the most impor-
tant region, says the report, prepared
by consultants Roland Berger. But
Asia’s rapid growth is set to move it
ahead of North America as the indus-
try’s second most important market.
The industry’s annual average turno-
ver in the last two years has been
€123bn, the Unife report estimates.

“The short-term time horizon is char-
acterised by huge growth rates,” says
Andreas Schwilling, who compiled the
report. Several large European rail
operators are about to place significant
orders, including France’s SNCF, Ger-
many’s Deutsche Bahn and Spain’s
Renfe, he points out. Only after those
deliveries will the industry’s growth
rate slacken off again - because so
many important customers will have
satisfied much of their need for new
rolling stock.

Michael Clausecker, Unife’s director
general, points to long-term factors
likely to sustain growth even once cur-
rent orders are delivered. Growing
environmental concerns have helped to
shift both passengers and freight to
rail. Well-loaded trains emit far fewer
greenhouse gases per passenger or
tonne of freight moved than road or air
traffic. In many places, rail also pro-
vides an alternative to increasingly
congested road systems.

Surprisingly, the most obvious factor
— rail’s price advantage over road and
air because of high fuel prices — has
been relatively minor, according to Mr
Clausecker. While it has helped to
encourage growth, the current upsurge
in traffic started well before the most
serious oil price hikes, he points out.

As evidence of the shift, Mr
Clausecker mentions the consideration
being given to a dedicated high-speed
passenger rail line from San Diego to
Sacramento in California, an area that
currently sees negligible long-distance

The joys of rail: passengers on the east coast of the US are rediscovering the attractions of rail travel as petrol prices rise

passenger rail traffic, in contrast to the
narrow, busy east coast corridor.
“Even the fact that they’re investi-
gating such a project shows that at
least the economics for consideration of
such a project have changed,” Mr
Clausecker says, adding that greater
importance is now placed on environ-

mental considerations. Rail traffic in
many regions has also benefited from
strong worldwide demand for commodi-
ties such as coal, one of the cargoes
best suited to travelling by train.

The huge Lamberts Point coal-
unloading facility of Norfolk Southern,
one of the US’s major rail operators is

far busier than for years, thanks to
strong overseas demand for Appala-
chian and Pennsylvanian coal. The fuel
arrives at the port in two-mile long
trains to be tipped out of cars by huge
machines and loaded on to ships.
Australian and Brazilian railways
are also seeing booming demand to
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move their countries’ coal, iron ore and
other commodity products.

Donald Seale, Norfolk Southern’s
chief marketing officer, says demand
for exported coal is up 63 to 64 per cent
on last year — which was in turn 50 per
cent up on the previous year. Domestic
coal demand is also strong. Among
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Norfolk Southern’s locomotive pur-
chases this year will be 24 aimed specif-
ically at the demands of hauling coal.

“We see very robust demand for coal
for electrical generation going for-
ward,” Mr Seale says. “That business
continues to be good for us.”

The recovery in rail’s fortunes also
reflects the improving reliability and
quality of rolling stock emerging from
railway industry facilities — including
the Erie, Pennsylvania, factory of Gen-
eral Electric, several hundred miles
north-west of Lamberts Point.

Among the improvements over the
last 15 years has been a transformation
in the design of the electric motors that
drive nearly all rail vehicles, whether
powered from electricity transmitted
through overhead cables or from an
onboard diesel engine. Many new vehi-
cles have motors driven by alternating
current electricity, rather than direct
current. Such trams, suburban trains
and diesel locomotives can provide
greater power from motors requiring
less maintenance.

Diesel engines have been made far
more fuel efficient — GE’s latest models
produce the same power for 3 to 5 per
cent less fuel, the company claims.

In high-speed rail, France’s original
Train a Grand Vitesse was considered a
marvel when introduced in 1981 for its
top speed of 270kph. But in Spain,
Velaro high-speed trains built by Ger-
many’s Siemens now routinely run at
350kph. The technology has been min-
iaturised so that the motors are now
hidden beneath the floors to free up
extra space for passengers. The new
AGV high-speed train unveiled by
Alstom, the TGV’s builder, in March
has a standard top speed of 360kph.

When a new metro such as that
under construction in Dubai is
planned, modern train control equip-
ment means trains without drivers are
the natural - and safest — choice. The
world’s highest-profile train control
project — the European Commission’s
controversial European Rail Traffic
Management System - also appears to
be growing more reliable. It has gained
significant overseas orders from cus-
tomers glad that, because its specifica-
tion is a publicly-available document, it
can be produced by more than one sup-
plier. Previously, railways that had
chosen a signal supplier were its cap-
tive for any subsequent orders.

The industry’s outstanding chal-
lenge, however, remains improving its
profitability enough to afford more of
the capacity expansions and rolling-
stock purchases the new, higher levels
of traffic demand. Amtrak, despite the
strong traffic growth evident in Wash-
ington, made a net loss of $1.12bn in
2007 on $2.15bn revenue. The UK’s fast-
growing rail system faces challenges
meeting its investment needs as it
faces sharp cuts in government subsidy
over the next five years. Many other
large railway systems rely to some
degree on government support to
survive.

Yet profitability is already strong for
some equipment suppliers. GE Trans-
portation, the Erie-based locomotive
builder, announced operating profits of
$495m on $2.35bn sales for the first half
of this year. Two of the big three Euro-
pean trainmakers are now solidly - if
unspectacularly — profitable. Operators
in many countries may follow suit as
growing revenues cover the industry’s
mostly fixed costs better and better.

North America’s freight railroads
have shown the way for train operators
to achieve the same kinds of results.
Many now earn such strong profits
that, for the first time in 60 years, they
earn more than it costs them to raise
money for new investments.

However, the growing revenue is
bound to be good news even for less
well-performing corners of the indus-
try. Most of the industry’s costs are
fixed, so that extra revenue can quickly
turn into profit at the right level. That
in turn may justify fresh investment
and set off the next phase of rail’s
renaissance.



