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Figura 50: MNA Coal carloads have declined as natural
gas prices have moved closer to parity with coad

| Figure 51: NA coal carloads vs. spread betwaen nat gas
i and coal
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Given the aforementioned correlation, the outlook for natural gas prices is critical
to gauge short- to medium-term prospects for coal shipments. To this point we
note that Deutsche Bank's Commodities team forecasts natural gas prices to
hover around $3.00 in 2018 and $3.10 in 2019, While volumes have somewhat
recovered from the lows in early 2016, we expect pressure on coal volumes to
persist long-term largely beginning again in 20192020 - albeit to a lesser extent
than what we witnessed in 2014-15. Other factors that could drive improvements
are a much weaker dollar and a much colder winter, which incentivizes exports
and lowers inventories, respectively. We note that CN| is the least exposed of any
major Class | rail with just 4% of revenue coming from coal in 2016.
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