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Einfluß von Wechselkursen!

Zum 1.1. kostet 1 € = 1,5$. ( Euro ist stark geworden, Dollar ist schwach geworden)
Eine Aktie kostet 3 $ = 2 €

Zum 31.12. kostet 1€ = 1,2 $ ( Euro ist schwach geworden, Dollar ist stark geworden)
Eine Aktie kostet 3,6$ = 20 % Kursgewinn
3,6 $ sind aber 3 €.
In Euro gerechnet habe ich 50 % Kursgewinn ( 2 Euro invest, 3 Euro zurück)
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Union Pacific (UNP)

The Class I operators in the United States appear to be reasonably valued for long-term returns. The balance sheets are in solid condition, they all have competitive advantages against new competitors entering the market, and some of them pay decent dividend yields.
The Rail Renaissance
Ever since the 1980s when deregulation allowed the rail companies to operate more profitability, railroad stocks in general have enjoyed market-beating returns. Improved automation technologies, increasing congestion of highways (which haven't kept up with increases in car and truck traffic since the construction was initiated under President Eisenhower), and changes in energy costs (railroads are far more efficient with fuel than trucks are), have allowed railroads to improve their operating margins over time.
Investors have different approaches to stocks that have performed well. Some investors believe that buying stocks in an uptrend is a smart buying approach, while other investors believe the exact opposite, and instead look to enter positions after big setbacks.
A more fundamental approach is to ignore previous stock movements, and simply focus on the question of whether the current price is fundamentally undervalued, fairly valued, or overvalued compared to the intrinsic value calculated by estimates of forward-looking performance.
Despite the fact that many of these railroad stocks have already outperformed, some of the most-followed value investors that buy with very long-term horizons are the biggest owners in these companies. Bill Gates, and more specifically through his value-investing chief investment officer Michael Larson, is the largest shareholder of Canadian National Railway (CNI). Warren Buffett took it a step further and acquired the entirety of the Burlington Northern Sante Fe railroad in 2010, and this was his largest acquisition ever.
Based on valuation methods such as the Dividend Discount Model, many of these stocks appear poised to offer returns in the low double-digit range.
Returns Come Mostly From Shareholder Yield, Not Growth
One thing all of the railroad companies have in common is that they are using their free cash flow to buy back their own shares in large numbers and pay moderate-yielding dividends.
The shareholder yield of a stock is the sum of dividends and share buybacks divided by market capitalization.
In other words, if a company pays a 3% yield and buys back 4% of its shares each year (net of shares issued), then the shareholder yield is 7%. That's essentially the expected long-term rate of return the investor gets when 0% core growth is expected. When there is growth, it is on top of the shareholder yield, and the shareholder yield is the internal rate of return the company can keep giving shareholders as long as it has stable free cash flows. If the railroad can boost actual volume by 1-2% per year over the long-term (they've been going a lot faster than that lately, but it's part of a rebound and won't continue indefinitely), and then maintain pricing power of 2-3% increase per year (or in line with whatever the inflation rate is over the period), then another 3-5% rate of return is added onto the shareholder yield.
Investing for the long-term in these railroad stocks, in other words, is basically a bet or estimate that they won't decline in business. As long as they perform flatly, or have 1-2% growth and maintain pricing power, returns can be in the high single digits or low double digits over the next decade. There won't be tremendous growth as there was over the last 25 years, but the industry appears to be a good one to put some capital. The companies can just keep chugging along, reducing the share count and raising their dividends, so that long-term investors can own larger and larger portions of the company and increase the yield on cost.
Risks that Could Threaten the Industry
Authors of articles such as this, this, this, and this (in chronological order), have voiced concerns over the risk that high-speed passenger lines, desired by the federal government, may harm freight railroad companies, or at least show the involvement government has to have with these freight lines in order to proceed.
During the unprofitable period of regulation of railroad stocks, the companies had to serve places that were not profitable to serve. The government proponents of high speed rail currently have to work with the freight companies to use some of their infrastructure, which can impact the efficiency of freight shipping.
It's not a sure-fire problem. With proper planning, passenger trains and freight rail can coexist profitably. Nonetheless, it remains a risk for the industry.
If you like the fundamentals of the industry but want to increase your margin of safety and enter positions with a lower cost basis, selling put options can reduce the cost basis by 10% or so.
How to Play It
The Class I railroads in the United States are Norfolk Southern (NSC), CSX Corporation (CSX), BNSF (owned by BRK.B BRK.A), Union Pacific (UNP), and Canadian National Railway (CNI).[image: http://static.cdn-seekingalpha.com/uploads/2012/12/10/saupload_railroad-stocks_thumb1.jpg]
Focusing on the U.S. rail lines, the railroad stocks are divided into two or three groups.
Western Group
The western railroad stocks are significantly larger than the eastern ones, and their track systems cover two-thirds of the country rather than one-third. These two are Union Pacific and BNSF (owned by Berkshire Hathaway).
Union Pacific has the largest track system in the country, has a strong balance sheet, and therefore has a higher earnings multiple at around 15. The company does have exposure to coal from Wyoming (the #1 coal-producing state), but since the overall track system and revenue are so much larger than the eastern rail networks, they have less relative exposure, and therefore despite taking a hit from their coal segment in the last quarter, their overall trend is up.
BNSF is not a pure play since it's owned by Buffett's Berkshire Hathaway. If you'd like exposure to the railroad along with insurance holdings, exposure to housing markets, and large stakes in Coca Cola, Wells Faro, IBM, American Express, and other stocks, then Berkshire may be a solid pick. The specifics of BNSF are largely the samA decent play to add or increase exposure to railroad stocks is to diversify across an eastern and a western railroad, or CNI and one of the eastern or western railroads.
Here's an overview of the current dividends of each stock:
	Company
	Yield
	Payout Ratio

	BNSF (Berkshire Hathaway)
	0%
	0%

	Canadian National Railway
	1.65%
	25%

	Union Pacific Corporation
	2.23%
	34%

	CSX Corporation
	2.81%
	31%

	Norfolk Southern
	3.25%
	36%


e as UNP.
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8 Stocks That Stand To Benefit From The Continued Natural Gas Boom 
Last week I wrote about two factors that will help drive LNG stocks even higher and a SA reader inquired about the nuts and bolts suppliers that stand to benefit from the continued natural gas boom. Below is a list of eight companies which will benefit from an increase in natural gas production and consumption. These companies range from household names to obscure businesses which are virtually unknown outside industry trade circles.
1. Union Pacific (UNP) - Union Pacific is the largest railroad operating in the United States and every day moves thousands of tons of freight across nearly 32,000 miles of track in 23 states. Most importantly, the railroad operates in the Eagle Ford, Fayetteville, Permian Basin and Haynesville Shale plays. UP's location in these shale plays gives it the ability to ship frac sand, drilling equipment, and building supplies for the roads, homes, and buildings required by the influx of oil field workers. America's railroads have enjoyed a strong resurgence over the past few years as high oil prices have made trucking more expensive and Union Pacific stands to build on that resurgence with increased shipments to and from the various shale plays in its area of operation. If Warren Buffett hadn't scooped up Burlington Northern Santa Fe a few years ago, then BNSF would have been another choice as it services several fields, most notably the Bakken.
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Kanalerweiterung
Panama-Flutwelle trifft deutsche Häfen
Von Markus Gärtner
In einem Jahr wird die Erweiterung des Panama-Kanals für Megafrachter abgeschlossen. Der Gewinner steht bereits fest: China. Deutsche Häfen wie Hamburg drohen im Kampf um die Superschiffe leer auszugehen. 
Vancouver - Mit der Jahreswende rückt der nächste Meilenstein in der Globalisierung näher. Die Erweiterung des 77 Kilometer langen Panama-Kanals wird in einem Jahr abgeschlossen sein. Der künstliche Wasserweg revolutionierte 1914 mit seiner Fertigstellung den globalen Güterhandel. Er verkürzte den 22.000 Kilometer langen Seeweg von New York nach San Francisco auf 9600 Kilometer, weil die lange Umrundung des südamerikanischen Kontinents seitdem entfällt. 
Derzeit wird letzte Hand an die dritte Spur des Kanals angelegt und zwei supergroße Schleusen zu Ende gebaut. Dann können sich die Megaschiffe der Post-Panamax-Klasse durch den Kanal schieben. Sie sind doppelt so groß wie bisher und führen mit 15.000 Containern drei Mal so viel Fracht. 
Die Folgen für den Welthandel sind weitreichend und machen Hafendirektoren und Frachtmanager bis nach Hamburg ziemlich nervös. Denn die Post-Panamax-Schiffe machen trotz eines Anteils von erst 16 Prozent der Flotte bereits 45 Prozent der Frachtkapazität auf den Weltmeeren aus. Bis 2030 soll ihr Kapazitätsanteil auf 62 Prozent steigen. Der erweiterte Panama-Kanal wird ein großer Treiber dieser Entwicklung sein.
Von den USA bis nach Europa sind jedoch nur wenige Häfen im Zeitplan mit der nötigen Vertiefung von Hafenbecken und Brückenvergrößerungen, um die rasch wachsende Zahl der Ozeanriesen mit ihrer vollen Last aufzunehmen. Während die Nachzügler in diesem Wettlauf gegen die Uhr kämpfen, reiben sich die großen Gewinner bereits die Hände: Asiens, vor allem Chinas Zugang zu den großen Absatzzentren im Osten der USA wird billiger, schneller und leichter. 
Kanalerweiterung hilft US-Industrie
Viel von der Fracht aus Fernost - Spielzeuge, Maschinen, PCs und Elektronik - wird bislang an der Westküste der USA in Häfen wie Los Angeles und Long Beach gelöscht. Dann werden die Container auf LKW gehievt oder auf Eisenbahnen verladen und quer durch die USA zu den Kunden gebracht. 
Mit den Ozeanriesen, die künftig den erweiterten Panama-Kanal durchqueren können, ist es weitaus billiger, die Güter gleich in Häfen an der Ostküste zwischen Florida und New York zu bringen. Dort freut man sich, denn das zusätzliche Frachtvolumen mit Asien kann zumindest einen Teil der verlorenen Volumina im Handel mit dem rezessionsgeplagten Europa ausgleichen. 
Mehr noch: Der leichtere Zugang für billig verschiffte Massenware und Maschinen wird die Rückverlagerung von Industrie nach Amerika - die vom lokalen Energieboom schon angestoßen wird - noch beschleunigen. Der Renaissance des verarbeitenden Gewerbes in den USA wird das helfen. Nicht über Nacht, aber trotzdem spürbar. Bereits sichtbar ist der neue Trend mit Ansiedlungen von Airbus in Mobile, Boeing in Charleston und Caterpillar in Athens, Georgia.
Und China, Indien und anderen Schwellenländern in Fernost wird die Verbreiterung des Panama-Kanals zusätzliche Handelsvorteile bescheren. Denn Rohstoffe und Agrarprodukte aus Südamerika - von Eisenerz und Sojabohnen aus Brasilien bis hin zu Öl aus Venezuela - werden durch den erweiterten Panama-Kanal ebenfalls einfacher, billiger und schneller nach Fernost transportiert werden können. Chinas massiver Energiegunger wird sich noch besser stillen lassen. 
China für mehr Länder wichtigster Handelspartner als USA
Kein Wunder, dass die Chinesen über den reinen Kanal längst hinausdenken. Kolumbiens Präsident Juan Manuel Santos hat preisgegeben, dass seine Regierung Gespräche mit China führt, um einen "trockenen Panama-Kanal" zu bauen. Gemeint ist damit eine 7,6 Milliarden Dollar teure Eisenbahnstrecke durch Kolumbien mit dem Ausbau des Hafens am Ende der Zugverbindung, um der Volksrepublik einen besseren Zugang zu Lateinamerika zu bescheren.
Der vergrößerte Panama-Kanal stellt für China, das seit der Finanzkrise in zahlreichen Ländern der Welt die USA als führenden Handelspartner ablöste, einen weiteren strategischen Coup dar. Waren die USA 2006 noch der wichtigste Handelspartner für 127 Nationen - im Vergleich zu China mit lediglich 70 - so hat sich das Verhältnis seitdem völlig umgekehrt. Jetzt ist die Volksrepublik der wichtigste Handelspartner von 124 Ländern, die USA sind es nur noch für 76.
Aber auch die Schwellenländer auf der westlichen Hälfte Südamerikas können die Erweiterung des Panama-Kanals feiern. Denn auch Chile, Peru und Kolumbien erhalten besseren Zugang zur Ostküste der USA. Selbst im fernen Kanada, dem größten Handelspartner der USA auf dem Doppelkontinent, gibt es Gewinner. In Halifax zum Beispiel kann der Tiefseehafen künftig mehr von den modernen Ozeanriesen mit bis zu 15.000 Containern aufnehmen. 
Verlierer aber werden die Häfen an der Westküste der USA sein. Zwei Drittel der Fracht, die im Hafen von Seattle anlandet, wird auf der Schiene in den Mittleren Westen befördert. Vieles davon wird künftig direkt durch den Panama-Kanal an die Ostküste schippern.
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UNP hat  Pacific Häfen ( Schlecht)

Aufrüstung der Häfen im Osten der USA kommt spät
Vor allem an der Ostküste der USA ist daher fieberhaft die Vorbereitung auf das Zeitalter der Megaschiffe im Gange. Die Häfen im Osten der USA haben ohnehin 2012 zum ersten Mal seit dem Zweiten Weltkrieg den Westhäfen in den Staaten Washington, Oregon und Kalifornien die Tonnage-Führung abgerungen. Das ist einer Studie des Immobiliendienstleisters Colliers International vom August zu entnehmen.
Die Aufrüstung der Häfen im Osten der USA kommt spät, wie viele in der Frachtbranche finden. Während die Westküste dank ihrer tiefen Pazifikhäfen schon lange die neuen Frachtriesen aufnehmen kann, werden bis zur Eröffnung der dritten Spur des Panama-Kanals nur drei Häfen bereit für die Reederei-Riesen des Panama-Kanal-2.0-Zeitalters sein: Baltimore bis 2013, Miami bis 2014 und Norfolk (bereits fertig). New York kämpft noch mit der Vertiefung des Hafenbeckens im Jahr 2013 und vor allem mit der Erhöhung der Bayonne-Brücke, die für eine Milliarde Dollar bis 2016 angehoben werden soll. Die Häfen in Charleston, Jacksonville und Port Everglades wollen bis 2017 ebenfalls ihre Becken auf 50 Fuß vertiefen. 
Aber nicht nur Hafendirektoren und Shipping-Magnaten sehen der Fertigstellung des erweiterten Panama-Kanals aufgeregt entgegen. Auch Bauentwickler, Investoren und Supply-Chain-Strategen fiebern dem neuen Zeitalter entgegen. An der gesamten Ostküste der USA - sowie rund um die Häfen am Golf von Mexiko - werden Lagerhäuser, zusätzliche Terminals und Logistikzentren gebaut. "Kapital aus den privaten und öffentlichen Sektoren fließt reichlich in die gesamte Infrastruktur im Großraum der Häfen, es konzentriert sich auf Lagerhallen und Distributionszentren", erklärt John Carver, der Chef bei Jones Lang LaSalle für das Geschäft mit Häfen und globaler Infrastruktur.
Wer sich auch freuen darf, sind Amerika Bauern. Weizenexporte aus dem "Farm Belt" im Mittleren Westen, die über den Golf von Mexiko verschifft werden, haben nun bessere Marktchancen in Asien. 
Elbvertiefung in Hamburg vorerst gestoppt
Welche direkten Folgen der erweiterte Panama-Kanal für die Wettbewerbssituation europäischer Häfen hat, ist schwer abzuschätzen. Aber der Wettbewerb um die Containerriesen, deren Anteil durch den erweiterten Kanal beschleunigt steigen dürfte, wird zunehmen. 
Die Elbvertiefung in Hamburg verzögert sich bekanntlich. Das Bundesverwaltungsgericht in Leipzig stoppte erst im Oktober die Verbreiterung und Vertiefung der Elbfahrrinne. Klagen von Umweltverbänden sollen gründlich geprüft werden. Wie lange das dauert, weiß niemand. Klar ist derweil nur: Immer häufiger kommen Großcontainerschiffe zwischen Asien und Europa zum Einsatz. Führender Zielhafen für den Chinahandel in Europa ist bisher Hamburg.
Die chinesische Großreederei China Shipping weicht mit Megaschiffen nach eigenen Angaben bereits in Konkurrenzhäfen an der Nordsee aus. Zwar konnte das weltgrößte Containerschiff - die CMA CGM Marco Polo - erst kürzlich die Elbe hinauf nach Hamburg fahren. Doch die Ladekapazität von 16.000 Standardcontainern wurde nur zu einem Viertel ausgelastet, sonst wäre die Marco Polo in der Elbe stecken geblieben. 
Deutsche Häfen könnten trotzdem profitieren
Ob deutsche Häfen deshalb als Verlierer dastehen müssen, wenn es nicht zur Vertiefung kommt, ist auch nicht ganz klar. Denn auf der Welt gibt es drei stark befahrene Hauptrouten: Von Asien nach Europa, von Asien nach Nordamerika und über den Atlantik zwischen Europa und Nordamerika.
Die beginnende Verlagerung von Produktion aus China nach Indien und Südostasien wird zu mehr Frachtvolumen über den Suez-Kanal führen und ohnehin für mehr Frachtvolumen sorgen. Und der erweiterte Panama-Kanal könnte einigen europäischen Reedern für das China-Geschäft Alternativen bieten, weil die Route durch den Suez-Kanal mit höheren Versicherungskosten behaftet ist, dank der Spannungen im Nahen Osten und der somalischen Piraten. 
Immerhin: Die für den Seehandel zuständigen Minister der EU haben im Oktober die sogenannte Limassol-Deklaration auf den Weg gebracht. Sie räumt der Entwicklung der Hafeninfrastruktur in Europa mehr Priorität ein. Nötig ist das: Etwa 75 Prozent von Europas Außenhandel wird auf dem Seeweg abgewickelt.
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Union Pacific Corporation: Decent Value At $123/Share 
Union Pacific Corporation operates the largest rail network in the United States, with track throughout the western half of the country.

· Seven-Year Revenue Growth Rate: 6.3%
· Seven-Year EPS Growth Rate: 22.6%
· Seven-Year Dividend Growth Rate: 21.9%
· Current Dividend Yield: 2.24%
· Balance Sheet Strength: Moderately Strong
While not a particularly high-yielding or consistent dividend stock, Union Pacific has a robust competitive advantage, a moderate yield, and appears to be approximately fairly valued for a target of 10% annualized returns at the current price in the $120s.
Overview
Union Pacific has its headquarters is in Omaha, Nebraska, and the origins of the company stretch back to the 1800s. The company currently operates 32,000 miles of track across the western half of the United States, which makes it the largest freight rail system in the country.
2011 Freight Revenue Mix:
Energy: 22%
Intermodal: 20%
Agricultural: 18%
Industrial Products: 17%
Chemicals: 15%
Autos: 8%
Ratios
Price to Earnings: 15
Price to Free Cash Flow: 32
Price to Book: 3
Return on Equity: 20%
Revenue
(click to enlarge)[image: http://static.cdn-seekingalpha.com/uploads/2012/12/7/saupload_union-pacific-revenue_thumb1.png]
Revenue grew at a 6.3% annualized rate over this period. Freight volume was deeply impacted by the recession but rebounded solidly.
Earnings and Dividends
(click to enlarge)[image: http://static.cdn-seekingalpha.com/uploads/2012/12/7/saupload_union-pacific-dividends_thumb1.png]
(Chart Source: DividendMonk.com)
Union Pacific had an enormous EPS growth rate of over 22% per year on average over this period, with the dividend growing at a similar rate.
This EPS growth was driven in part by revenue growth and share repurchases, but the extra driver of growth was the improvement in profit margins. Gross margins improved from 57% in 2005 to 72% recently, which allowed for operating margin improvement from 13% to 32% over that same period.
Now that margins are in line with the other Class I railroads, this extra growth will not be continuing. The shareholder returns going forward should be driven by mild revenue growth, dividends and buybacks.
Dividend growth has been strong over the last several years, and the most recent dividend increase was 15%. The payout ratio is under 30%, and while this payout ratio is in line with other railroads, the yield is on the low side at only 2.24% because the stock has a healthy valuation at 15x earnings, which is higher than the other Class I companies.
While the current dividend is safe, the dividend historically has not been consistent, and UNP is not a particularly high dividend stock (compared with, say, NSC with its larger 3.26% yield due to the lower stock valuation). The company did not grow the dividend during the 2003-2005 period, and went seven quarters without a dividend increase during the 2008-2009 recession.
Approximate historical dividend yield at beginning of each year:
	Year
	Yield
	Payout Ratio

	Current
	2.24%
	30%

	2012
	2.3%
	30%

	2011
	1.6%
	29%

	2010
	1.6%
	24%

	2009
	2.2%
	29%

	2008
	2.9%
	22%

	2007
	2.7%
	22%

	2006
	3.0%
	20%

	2005
	3.7%
	31%


How Does UNP Spend Its Cash?
During 2009, 2010, and 2011, the company brought in approximately $5 billion in free cash flow. During this same period, the company did not spend capital on acquisitions, spent $2 billion on dividends, and spent $2.7 billion on share repurchases.
Like many companies, UNP buys back more shares when those shares are more expensive. The company bought back shares in each of the last 6 years, except for 2009. The stock was cheap, but like many companies, it conserves cash during difficult times and spends generously when there is plenty of cash flow, which translates into buying back higher priced shares.
The company hit a peak share count of over 540 million in 2006 and has reduced that share count down to 480 million over the last six years.
Balance Sheet
The total debt/equity ratio is under 50%, and the total debt/income ratio is 250%. Importantly, the interest coverage ratio is 12x.
Union Pacific therefore has a stronger balance sheet than other top railroads, such as Norfolk Southern and CSX Corporation. UNP did not leverage itself during this low interest rate environment to buy back shares to the same degree that Norfolk Southern (NSC) and CSX Corporation (CSX) did.
Investment Thesis
Railway assets are protected from new competitors due to the large amount of capital and regulatory work required to lay down new track. Consolidation, deregulation and improved automation in the railroad industry have resulted in strong companies that compete with one another in a market that’s large enough for all of them to do well.
UNP is one of the strongest operators currently. The rail systems in the eastern U.S. recently took a big stock price hit due to reductions in coal volume, while UNP was not affected as strongly. The October earnings call revealed that coal volume was indeed down 12%. but operating cash flow nonetheless remains strong. The company’s balance sheet is fairly strong among the top rail operators, and the geographic position of the system covering 2/3rds of the United States provides significant diversification in terms of both freight mix and geographic exposure to domestic and export/import markets.
Risks
All railroads are leveraged to the economic health of their operating region. Economic trouble means reduced freight volumes, but since many of the operating costs are fixed, a fairly mild or moderate volume reduction can mean very large reductions in net income and free cash flow.
More than one fifth of UNP freight revenue comes from the energy segment, and most of that energy segment consists of coal freight. Coal is currently facing headwinds due to reductions in use of it for electricity generation. This impacted the eastern railroads harder than UNP, but still took a 12% chunk out of their volumes according to their latest quarter.
Major crashes are an occasional risk for any large railroad, and UNP has experienced those events previously.
Conclusion and Valuation
Union Pacific deserves a valuation premium compared with NSC and CSX. While Union Pacific has a P/E of approximately 15, the P/E ratios of both NSC and CSX have dropped to approximately 11. This is because UNP’s revenue mix is currently holding up better due to having a smaller coal component, and also because its balance sheet is less leveraged.
For example, if UNP were to issue $4.5 billion in new debt and use that money to buy back shares next quarter, it would be able to buy back 7.5% of its market cap worth of shares, boost EPS by 7.5%, and have a debt/equity ratio comparable with that of CSX Corporation. That’s not to say it should or would do that; but in an apples to apples comparison, a cleaner balance sheet means a higher fair value because it could convert some of that balance sheet strength into earnings growth like NSC and CSX have already done in the last few years due to buybacks.
Going forward, EPS growth and dividend growth are going to slow down, because the operating margin cannot continue to drastically improve over a short time period like it has in the last several years. If revenue increases by 5% per year on average, due to a combination of mild volume improvements and pricing adjustments, and the company continues to buy back 2%-3% of its market cap each year, then EPS would grow by 7%-8% per year assuming static margins. There is a significant amount of variation possible due to uncertain macroeconomic conditions.
Using the Dividend Discount Model, with a 10% discount rate as the target rate of return, and with the estimate of 8% average dividend growth going forward, the intrinsic value is $134. The current price of $123 therefore appears to be reasonable.
2 Railroad Stocks Set To Profit On Mississippi River 
According to the Chicago Tribune, the Mississippi River water levels are at record lows and threatening to choke off channels transporting billions of dollars of cargo a year. These record low water levels, caused by the same drought that hit America's farmland this summer, mean increased shipping times and higher costs for the barge operators. As the barge owners pass the cost onto the farmers and commodity manufacturers, alternative modes of transport will become more attractive. So what does this have to do with KSU and UNP?
Railways Offer the most Value of any Alternative
As you can see from the chart below, there are only so many alternatives to the Mississippi barges. Farmers and commodity manufacturers can choose between trains, trucks, or airplanes (the water levels are far too low for Panamax containerships or VLCCs).
	(click to enlarge)[image: http://static.cdn-seekingalpha.com/uploads/2013/1/3851061_13570735638846_rId9_thumb.jpg]

	Source: Hofstra.edu


Trains offer the best value because trains can carry far more cargo than a truck or plane, offer a wider range of weights and shipment times, and are more reliable. Since trains are able to transport so much more cargo, they can offer a lower rate per pound, making railways the cheapest mode of transport after waterways.
	(click to enlarge)[image: Shipping Cost per Pound by Mode]

	Source: Hofstra.edu


So what makes UNP and KSU so special relative to the rest of the industry?
The Railway Network
Below are maps of the Mississippi River, the Kansas City Southern rail system and the Union Pacific rail system. As you can see, both KSU and UNP have excellent coverage of the Mississippi River.
	(click to enlarge)[image: http://static.cdn-seekingalpha.com/uploads/2013/1/3851061_13570735638846_rId13_thumb.jpg]

	Source: Mississippi River Cruises



	(click to enlarge)[image: http://static.cdn-seekingalpha.com/uploads/2013/1/3851061_13570735638846_rId15_thumb.jpg]

	Source: kcsouthern.com



	(click to enlarge)[image: http://static.cdn-seekingalpha.com/uploads/2013/1/3851061_13570735638846_rId17_thumb.jpg]

	Source: up.com


I think UNP might be better positioned to take advantage of this opportunity than KSU due to its railways proximity to the river around Missouri, Tennessee, and Arkansas. However, both offer better coverage than competitors: Norfolk Southern Corp. (NSC), BNSF, and CSX Corp. (CSX).
Conclusion
Railways offer the best value to commodity manufacturers as an alternative to the Mississippi barges. Union Pacific Corp. and Kansas City Southern both have rail networks that are better suited than competition to prosper as the Mississippi River becomes a less viable option. I believe the rail network of Union Pacific is better positioned to capitalize on lower Mississippi Barge traffic due to its better coverage of the river near Missouri, Tennessee, and Arkansas than KSU. I highly recommend you read my original article discussing these two stocks before you decide to invest in either company.
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A Look At Union Pacific And Our $129 Valuation 

Union Pacific (UNP) is one of the largest railroad companies in the United States with a market capitalization of approximately $60 billion. The company operates most of its rail lines west of the Mississippi River and its biggest competitor in this region is privately owned Burlington Northern Santa Fe, which was bought by Warren Buffett’s Berkshire Hathaway in 2009. In 2011, Union Pacific generated $20 billion in revenues with EBITDA margins of approximately 40%. But as this is a capital intensive business, total capital expenditures were around $3 billion.
See our complete analysis of Union Pacific here
UNP has pricing power
Union Pacific is the only company in our coverage universe whose revenues grew year-over-year during the third quarter of 2012, while Norfolk Southern (NSC) (a major railroad east of the Mississippi) saw its earnings fall by a massive 27% y-o-y. This top-line growth was primarily due to pricing gains which offset volume declines, a sign that Union Pacific maintains pricing power in its regions of operation and can pass off an increase in cost along to the consumers.
Intermodal Freight
Unlike for the other railroads in our coverage universe, intermodal revenues are the biggest contributor to UNP’s value. The company generated around $45 per thousand revenue ton-miles with around 80 billion revenue ton-miles in 2011, which led to about $4 billion in revenues. We expect intermodal revenues to increase by 25% to around $5 billion by 2015 primarily due to an increase in intermodal revenue ton-miles over this time period.
A demographic trend that will benefit Union Pacific’s intermodal revenues is that the US population in both California and Texas (both states where UNP has a strong presence) has increased over the last decade. [1] This means that a manufacturer will have to ship to these regions to reach the end consumers, which will be beneficial to intermodal providers like Union Pacific. Additionally, the fact that the baby-boomer population in the United States has started to retire could mean that they will move to retirement hotspots like Southern California or Arizona, which again will give Union Pacific’s rail routes and intermodal network a bigger customer base to cater to.
Coal Freight To Remain an Issue
The energy freight business of Union Pacific is its third largest segment, contributing about 18% of its total value.Overall, revenues for this segment were down in 2012 because coal revenue carloads declined 12% during the year. We don’t expect this trend to reverse in 2013 as low natural gas prices in the United States are likely to persist and will probably have an adverse effect on coal prices.
Therefore, the only way that Union Pacific will be able to mitigate revenue decline in this segment is by increasing its revenue per carload of coal freight. The company was able to do this in 2012 as the decline in coal carloads (12%) was offset by an increase in prices, as total coal revenues only fell around 3%. Overall, this is a testament to Union Pacific’s pricing power and we expect that it will be able to increase revenue per carload of coal freight going forward.
We currently have a $129 price estimate for Union Pacific, which is approximately the same as the current market price.
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	Union Pacific (UNP)NP)
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Union Pacific Corporation (NYSE: UNP) owns the Union Pacific Railroad Company, one of America's leading transportation companies and operator of one of the largest railroads in North America. The Union Pacific railroad stretches from Chicago to the Pacific Ocean and is the only railroad that serves all six significant gateways to Mexico.[1] UNP caters to six commodity groups: agricultural, automotive, chemicals, energy, industrial products, and intermodal shipping[2]
Competition[image: http://cdn.wikinvest.com/i/px.gif]
UNP's main competition comes from other railroads, the long-haul trucking industry, and barge operators. Burlington Northern Santa Fe Corporation is UNP's most significant railroad competitor while the company's competition with non-railroad freight services is difficult to quantify. 
· Burlington Northern Santa Fe: UNP's primary competitor primarily operates in the western half of the United States; as a result, Burlington Northern Santa Fe and UNP directly compete for delivery contracts.[13] Burlington Northern Santa Fe is the second-largest U.S. railroad company with over 6,300 locomotives and 32,000 route miles. The company ships freight, such as coal and agricultural products, throughout the western two thirds of the United States.[14]

· Canadian National Railway Company: Canadian National Railway Company (or CN) operates the largest rail network in Canada and the only transcontinental network in North America. The company operates approximately 20,300 route miles in around 10 Canadian provinces and around 15 U.S. states.. This company primarily operates in Canada but also has track running through the middle of the United States; competes with UNP for deliveries less frequently than Burlington Northern Santa Fe.[15]

Norfolk Southern: Norfolk Southern's largest business is moving coal, and the company operates in the eastern half of the United States. While not a very close competitor, NSC competes with UNP on occasion.[16] The largest commodities after coal are intermodal containers, agricultural products such as corn, cars, and consumer products.[17] Its principal subsidiary is wholly-owned Norfolk Southern Railway Company, and it also has joint ownership (along with CSX (CSX)) of Consolidated Rail Corporation. Altogether, it has a network of about 21,000 miles of track throughout more than 20 U.S. states, the District of Columbia and Ontario, Canada.[18]
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Mexico's Industrial Growth Will Be A Boon For Union Pacific 
Union Pacific (UNP) is one of the leading railroad companies in the United States, with operations west of the Mississippi, a region which covers two-thirds of the country. With this network, the company connects U.S. with six major points of entry for goods into Mexico, which has earned $1.8 billion in revenues or 10% of total revenues, from freight to and from Mexico. This figure increased to 16% in 2011, and we think that Union Pacific's connections to Mexico will be an important driver of business growth for the company in the coming years. Trade between the two countries is expected to rise as Mexico is forecast to export more goods into U.S. than China by 2018.
Chinese Wage Hikes Benefit Mexico's Manufacturing
One primary reason for the rise in Mexico's manufacturing industry is because manufacturing in China is becoming more and more expensive. Average yearly wage increases were around 14% in the previous decade, and major economists believe that this trend will continue over the next five to 10 years. Additionally, the Chinese Yuan is thought to be an undervalued currency because China has been keeping exchange rates low by buying U.S. dollars. The country has U.S. dollar reserves of $3.2 trillion, this is three times higher than Japan, which has reserves of approximately $1.1 trillion. If these foreign currency reserves fall to Japan-like levels, the U.S. dollar will depreciate against the Chinese yuan, making Chinese imports more expensive for U.S.
To combat this trend, companies seeking to export to the U.S. will be forced to find alternative sources for manufacturing, to ensure that they can stay price competitive. Mexico is the best choice for such companies because its proximity to U.S., keeps shipping costs low, which is also a concern in an economic environment where oil prices have risen drastically. Another factor that makes Mexico a reasonable option is NAFTA, the free trade agreement that it has signed with U.S., which gives it preferential tariff treatment in comparison to China.
Union Pacific Has Strong Presence on Mexican Border
If Mexico's manufacturing base increases as expected, Union Pacific will be the railroad company which stands to benefit. It is the only major railroad company in the U.S. to serve all six major trade junctions with Mexico.The company has a major presence in Texas, with lines running through El Paso and Brownsville, and these Texas hubs connect Mexico to the east coast of the U.S., through major cities such as Chicago. As imports from Mexico increase, we expect Union Pacific’s rail network to see an increase in total freight traffic, primarily for industrial products.
Exports to Mexico Will Also Increase Traffic for Union Pacific
While Mexico's imports to the United States will drive an increase in traffic for Union Pacific, we think that bigger contributor to the company's top line growth could be exports from the U.S. Mexico's population has increased almost 10% in the previous five years, and the country has a relatively young population with a median age of 27 years. The relatively young population gives Mexico a strong consumer base, which can provide a solid ground for an increase in the country’s consumption. At present, Mexico's GDP per capita is at $14,800, and has been steadily increasing from the $13,900 level it hit in 2009.
Mexico is currently the second largest goods export market for the U.S. that exported $200 billion worth of goods in 2011, up 20% from 2010. We think that as Mexico's economy manufactures more goods, it will contribute to a rise in the disposable income of the average Mexican consumer, and is likely to increase Mexican consumption over the coming years. A big Mexican consumer base will require an increasing number of goods from the U.S., and due to Union Pacific's presence along the Mexican border, the company is likely to benefit from an increase in exports as well.
We currently have a $129 price estimate for Union Pacific, which is approximately the same as the current market price.
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Kaufentscheidung


1.) Schieferöl und Schiefergasboom
UP's location in these shale plays gives it the ability to ship frac sand, drilling equipment, and building supplies for the roads, homes, and buildings required by the influx of oil field workers.

2.) Dividendensicherheit
Union Pacific had an enormous EPS growth rate of over 22% per year on average over this period, with the dividend growing at a similar rate.
This EPS growth was driven in part by revenue growth and share repurchases, but the extra driver of growth was the improvement in profit margins. Gross margins improved from 57% in 2005 to 72% recently, which allowed for operating margin improvement from 13% to 32% over that same period.
Now that margins are in line with the other Class I railroads, this extra growth will not be continuing. The shareholder returns going forward should be driven by mild revenue growth, dividends and buybacks.

3.) Aktienrückkäufe
One thing all of the railroad companies have in common is that they are using their free cash flow to buy back their own shares in large numbers and pay moderate-yielding dividends.
During 2009, 2010, and 2011, the company brought in approximately $5 billion in free cash flow. During this same period, the company did not spend capital on acquisitions, spent $2 billion on dividends, and spent $2.7 billion on share repurchases.
BALANCE SHEET: 10 YEAR SUMMARY 
	DATE 
	CURRENT
ASSETS 
	CURRENT
LIABILITIES 
	LONG TERM
DEBT 
	SHARES
OUTSTANDING 

	12/11 
	45.10 Bil 
	26.52 Bil 
	8.70 Bil 
	479.93 Mil 

	12/10 
	43.09 Bil 
	25.33 Bil 
	9.00 Bil 
	491.57 Mil 

	12/09 
	42.18 Bil 
	25.38 Bil 
	9.64 Bil 
	505.04 Mil 

	12/08 
	39.72 Bil 
	24.28 Bil 
	8.61 Bil 
	503.23 Mil 

	12/07 
	38.03 Bil 
	22.45 Bil 
	7.54 Bil 
	521.74 Mil 

	12/06 
	36.52 Bil 
	21.20 Bil 
	6.00 Bil 
	540.34 Mil 

	12/05 
	35.62 Bil 
	21.91 Bil 
	6.76 Bil 
	533.27 Mil 

	12/04 
	34.60 Bil 
	21.94 Bil 
	7.98 Bil 
	521.04 Mil 

	12/03 
	33.49 Bil 
	21.14 Bil 
	7.82 Bil 
	516.32 Mil 



4.) Kennzahlen

	Union Pacific Corp ( NYSE : UNP )

	+Scorecard

	Dividend AllStar™ Ranking:
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	Web Site: 
	www.up.com 

	Sector:
	Industrials 
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	Dividend Information 

	Dividend Yield: 
	1.90 %

	Dividend Yield 5yr Avg: 
	1.80 %

	Dividend Rate: 
	$ 2.76 %

	Dividend Payout Ratio: 
	31.00 %

	Dividend Payout Ratio 5yr Avg: 
	27.00 %

	Dividend Growth Rate 3yr Avg: 
	32.55 %

	Dividend Growth Rate 5yr Avg: 
	27.88 %

	Dividend AllStar™ Ranking:
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	Consecutive Div. Increases:
	6 years

	Dividend Payment Type: 
	None 

	Dividend Declaration Date: 
	Nov-15-2012 

	Dividend Ex Date: 
	Nov-28-2012 

	Dividend Record Date: 
	Nov-30-2012 

	Dividend Pay Date: 
	Jan-02-2013 

	Dividend Amount Current:
	$ 0.690000 

	Dividend Amount Previous:
	$ 0.600000 

	Dividend Payments:
	Last 12 months payments: 4 
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	Dividends Paid Since > 
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	1900 



5.) Wettbewerbsituation
Railway assets are protected from new competitors due to the large amount of capital and regulatory work required to lay down new track.

6.) PEER Vergleich
Union Pacific deserves a valuation premium compared with NSC and CSX. While Union Pacific has a P/E of approximately 15, the P/E ratios of both NSC and CSX have dropped to approximately 11. This is because UNP’s revenue mix is currently holding up better due to having a smaller coal component, and also because its balance sheet is less leveraged.

7.) Zukunftsentwicklung
A demographic trend that will benefit Union Pacific’s intermodal revenues is that the US population in both California and Texas (both states where UNP has a strong presence) has increased over the last decade.

8.) Nafta Handel USA / Mexiko
Union Pacific (UNP) is one of the leading railroad companies in the United States, with operations west of the Mississippi, a region which covers two-thirds of the country. With this network, the company connects U.S. with six major points of entry for goods into Mexico, which has earned $1.8 billion in revenues or 10% of total revenues, from freight to and from Mexico. This figure increased to 16% in 2011, and we think that Union Pacific's connections to Mexico will be an important driver of business growth for the company in the coming years. Trade between the two countries is expected to rise as Mexico is forecast to export more goods into U.S. than China by 2018. One primary reason for the rise in Mexico's manufacturing industry is because manufacturing in China is becoming more and more expensive.
While Mexico's imports to the United States will drive an increase in traffic for Union Pacific, we think that bigger contributor to the company's top line growth could be exports from the U.S. Mexico's population has increased almost 10% in the previous five years, and the country has a relatively young population with a median age of 27 years. The relatively young population gives Mexico a strong consumer base, which can provide a solid ground for an increase in the country’s consumption. At present, Mexico's GDP per capita is at $14,800, and has been steadily increasing from the $13,900 level it hit in 2009.

Building A 6% Income Portfolio For 2013 (Part 8): Industrials 
Industrials
If you can't tell from the chart below, the Industrials sector is highly correlated with the S&P 500 (but slightly more volatile). The sector has the third highest beta (1.24) among all the S&P 500 sectors. That said, since the recent trough in November 2012, the Industrials sector has led the broader market higher with a total return over 15%.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/22/914254-1361509452774372-Parsimony-Investment-Research.png]
Below is a list of our top-rated dividend stocks in the Industrials sector. Note that our composite rating ranges from 0 (lowest) to 99 (highest).
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/22/914254-13615098437316551-Parsimony-Investment-Research.png]
While dividend yields in this sector are relatively low, each of these top-rated stocks have significantly outperformed the sector as a whole, averaging a 5-year total return of 142%!. The tables below highlight some of the key data points that we analyze when ranking our dividend stocks.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/22/914254-13615130685819323-Parsimony-Investment-Research.png]
Union Pacific (UNP) has paid dividends on its common stock for 114 consecutive years and the company has grown its dividend at a compound annual rate of almost 20% over the past 10 years. In addition, the company has very strong ratings for Financial Stability (92) and Dividend Sustainability (79). With a very modest payout ratio of 29.1%, we expect Union Pacific to continue to aggressively increase its dividend in the future.


1.3.2013

Dividends Making A Comeback 
The dividend yield of the S+P 500 is currently slightly over 2%, well above the historical minimum since 1871 of 1.11% during August of 2000, but substantially below the mean of 4.44%. Nevertheless, it has been on a pretty consistent rise since 2000. One of the reasons why that year was so low was because of the wealth of tech stock IPOs, which were created during that era, rarely paying a dividend, and the fact that it became fashionable for companies to claim they were better off keeping the money as retained earnings rather than paying them out as dividends to the shareholders because they could generate more value for shareholders that way.
Two companies that appeal greatly to me with their recent dividend activity are Union Pacific(UNP) and McDonald's(MCD). McDonald's is a bit more conservative of the two, with Union Pacific being a bit more cyclical in nature. Over the last seven years Union Pacific's dividend has increased a total of 415%, and McDonald's 287%.
Union Pacific
	Year
	Dividends Paid Per Share
	% Increase From Prior Year

	2012
	2.49
	29%

	2011
	1.93
	47%

	2010
	1.31
	27%

	2009
	1.08
	10%

	2008
	.98
	31%

	2007
	.75
	25%

	2006
	.60
	


McDonald's
	Year
	Dividends Paid Per Share
	% Increase From Prior Year

	2012
	2.87
	13%

	2011
	2.53
	12%

	2010
	2.26
	10%

	2009
	2.05
	26%

	2008
	1.63
	9%

	2007
	1.50
	50%

	2006
	1.00
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Building A 6% Income Portfolio For 2013 (Part 8b): Industrial Sector 'Buy Zones' 
Sample "Buy Zones"
Part 8a of the series highlighted some our top-ranked dividend stocks in the Industrial sector.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/27/914254-13619931254271915-Parsimony-Investment-Research.png]
As a follow up to Part 8a, below are our target "Buy Zones" for each of these top-rated Industrial stocks.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/28/914254-13620674420234818-Parsimony-Investment-Research.png]
Union Pacific (UNP) is up over 80% from its recent low in October 2011 and the stock is very close to a new 52-week high. That said, we believe that the stock has gotten ahead of itself and we are targeting a 15-20% pullback from current levels. UNP has paid dividends on its common stock for 114 consecutive years and the company has grown its dividend at a compound annual rate of almost 20% over the past 10 years.
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Cummins Inc (CMI) has the highest beta of this group (1.95) and we think that investors should expect a good 25-30% correction in the stock. The $85.00 level has held as support during the last two dips in the stock and we believe that this would be a good low-risk entry point. Over the past 5 years, the company has grown its dividend at a compound annual rate of 34% and delivered shareholders a total return of 135%.
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Illinois Tool Works (ITW) has dipped a bit from its recent high, but we would like the stock to test its 40-week moving average before starting a position. ITW has the lowest beta of the group (1.16) and we think that a 12-15% total correction in the stock would be a good low-risk entry point. The company has grown its dividend at a steady compound annual rate of 8.6% over the past 5 years and it has delivered shareholders a total return of 47% over that period. Since peaking in 2007, its payout ratio has steadily declined to 30.1%, leaving room for future increases.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/28/914254-1362067527674048-Parsimony-Investment-Research.png]
Textainer Group (TGH) also tends to be relatively volatile and we recommend giving the stock a good 25-30% cushion. We actually bought TGH in our Model Portfolio back in November 2012 around $27.00 and we recently took profits around the $40.00 level. That said, TGH pays a great dividend (4.5%) and it is a solid investment at the right entry point.
Summary
Building a DIY Dividend Portfolio is a marathon, not a sprint. Don't put pressure on yourself to have a fully diversified portfolio overnight. The various sectors will offer good buying opportunities at different times - you just need to recognize them when they are there.
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Union Pacific: A First-Class Ride 
Union Pacific is part of an oligopoly. Eighty percent of the railroad industry's revenue is generated by four lines; Union Pacific and Burlington Northern Santa Fe in the west, and CSX Corp. (CSX) and Norfolk Southern Corp. (NSC) in the east. Union Pacific is the largest of the four. In 2010, Burlington Northern was bought up by some guy out of Omaha by the name of Warren Buffett. These four lines compete for customers on a daily basis, and at the same time share assets and complete customer shipments for one another.
I'm sure we can all agree on the fact that railroading is a mature industry. There aren't going to be a lot of surprises coming down the tracks. In a mature sector, whether it's selling doughnuts, manufacturing ballpoints or running a railroad, one of the few ways to distinguish yourself is to outsell, out-manufacture or outrun your competition. Offering your customer a better product at a lower price while still making a profit is easier said than done. Let's see how Union Pacific does against CSX and Norfolk Southern.
Profit Margin for Trailing Twelve Months (TTM)
· UNP 18.84%
· CSX 15.81%
· NSC 15.84%
Operating Margin/TTM
· UNP 32.23%
· CSX 29.41%
· NSC 28.30%
Return on Investment/TTM
· UNP 9.55%
· CSX 7.13
· NSC 6.77%
Return on Assets/TTM
· UNP 8.48%
· CSX 6.23%
· NSC 5.89%
Net Income per Employee for the year ending 12/31/2012
· UNP $85,000
· CSX $58,000
· NSC $56,500
Union Pacific's dominance in profitability over its peers can be explained in large part by its ever shrinking operating ratio, which currently stands at 67.8%. CSX carries a ratio of 70.6%, while Norfolk Southern comes in at a hefty 73%. Union simply has more money to use as it sees fit. If the company needs a new locomotive, it has the cash to buy one. If it wants to pay off a little debt, it has the cash to do so. And my particular favorite, if Union Pacific wants to increase its dividend, well it has the means to do that too.
Speaking of dividends, UNP stock yields 2% and the payout ratio is 30%. The dividend has been on the rise since 2007 and has been really accelerating since 2011.
The big question facing UNP and by extension its shareholders is that black stuff called coal. Union hauls a lot of it and at present, coal isn't very popular either with environmentalists or the powers that be in D.C. In fact, Union's coal revenues were down 7% in 2012. Be that as it may, Union Pacific seems to have answered the question. Through diversification and efficiency, Union had a record fourth quarter and year. Of Union's six revenue sources, four posted upbeat numbers. They include chemicals, automobiles, inter-modal and industrial products. Agricultural products joined coal on the downside. One last thing about coal. It will always be with us. Whether we use it here or sell it to the rest of the world, coal will remain a viable source of energy. It will continue to be mined and transported.
As you are well aware, the railroad industry is extremely cyclical. There are some who will say that Union's earnings may have topped out and it would be wise to wait before buying in. They could be right. I won't argue that premise because I've never been any good at timing cycles, trends, stock market swings or anything else for that matter. My golf swing is proof of that. It seems, however, that the mood of the country would suggest we have a lot of upside in this economy. It feels like the second inning to me; but that's just me.
There might be one huge source of revenue that many investors are overlooking when it comes to Union Pacific. The shale oil boom. And that's what it is my friend, a veritable boom. I can personally attest to it. I live in a small town in Wisconsin. There is an area some 10 miles west of my house, in which the hills are composed of the special sand used in hydraulic fracturing or fracking, a vital step in obtaining shale oil. Farmers are selling their land and becoming millionaires overnight. Old railroad lines are being refurbished and reopened. I see it happening every day.
What better thought for a UNP shareholder than that of a Union Pacific train bringing fracking sand into the drillers, and then hauling out the oil the drillers extricate. And by the way, calling shale drilling a boom might be a mistake. The very term suggests brevity. This shale phenomenon has legs. There are some experts who suggest that with the addition of shale oil, this country could become energy independent in a decade or less. There are other experts who claim that shale drilling won't last a decade. I wonder if the latter folks are the same ones that predicted the world would run out of oil --10 years ago. My money is on the former group. It's also on Union Pacific Railroad.
9.3.2013

The Key Trends Driving Union Pacific's Coal Business In 2013 
Quick Take
· Coal is one of the key commodity groups for Union Pacific, accounting for around 20% of its total freight revenues
· Union Pacific’s revenue ton-miles of energy commodities freight fell from 239 billion in 2011 to 207 billion in 2012 owing to increased substitution of coal with cheaper natural gas for electricity generation
· The share of coal in U.S. electricity generation has decreased from 45% in 2010 to 37% in 2012
· We expect Union Pacific’s revenue ton-miles of energy commodities freight to drop to 187 billion in 2013
· We think increased stockpiles of coal at utilities, the closure of several coal plants and declining coal production are the key reasons to cause a drop in Union Pacific’s coal freight in 2013
· For coal to regain market share in U.S. electricity generation, we think natural gas prices should exceed $3.5-4
Union Pacific Corporation (NYSE:UNP) is one of the leading railroad companies in the United States. Coal represents a key commodity group for Union Pacific as it accounts for around 20% of its total freight revenues. Its revenue ton-miles of energy commodities freight (which primarily consists of coal), decreased from 239 billion in 2011 to 207 billion in 2012. Increased substitution of coal with cheaper natural gas for electricity generation is the main factor responsible for the decline. Higher stockpiles of coal at utilities and lower electricity generation further contributed to this drop.
According to the Association of American Railroads, the overall coal railcar loadings in the U.S. were down by 11% in 2012 [Rail traffic reflects more oil production, less coal-fired electricity generation, U.S Energy Information Administration, February 5, 2013]. While, the share of coal in U.S. electricity generation has decreased from 45% in 2010 to 37% in 2012, the contribution of natural gas increased from 24% to 30% in the same period, according to the US Energy Information Administration [Electric Power Monthly, US Energy Information Administration, February 25, 2013].
We think Union Pacific’s revenue ton-miles of energy commodities freight will further drop to 187 billion in 2013, owing to declining coal production, the closure of coal plants and higher coal inventory levels at utilities. An increase in natural gas prices coupled and a decline in coal prices will bode well for the coal demand. However, we think natural gas prices should exceed $3.50-4 for coal to regain some market share in U.S. electricity generation. While U.S. exports of coal are rising, we think they will only partially offset the decline in domestic coal consumption.
In this article, we evaluate the key trends in the coal market that are expected to impact Union Pacific coal freight in 2013.

Factors That Could Lead To Higher Coal Freight Traffic In 2013
Increase In Natural Gas Prices 
While the average natural gas spot price ($ per million BTU) was recorded at $4.40 and $4 in 2010 and 2011 respectively, this figure dropped to $2.80 in 2012, supporting the substitution of coal with natural gas for electricity generation. However, this figure started treading higher towards the end of 2012, and reached close to $3.30 in February 2013 [Natural Gas Spot and Futures Prices (NYMEX), U.S Energy Information Administration, February 27, 2013].
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According to Union Pacific, if natural gas prices go upwards of $3.50-4, then coal will become a more competitive fuel to natural gas for electricity generation [Union Pacific Management Discusses Q4 2012 Results – Earnings Call Transcript, Seeking Alpha, January 24, 2013].
Decrease in coal prices
Prices of Central Appalachian coal have been declining recently, and they were recorded at around $2.5 per mmBtu in March 2012, bringing the price difference between Central Appalachian coal and gas prices to around $1 per mmBtu [US utilities seen burning more coal as prices decline, Creamer Media, March 06, 2013].
While these factors bode well for electricity generation with coal, coal-powered plants still remain comparatively more expensive as compared to gas-powered plants according to some reports on account of two reasons – gas-based plants are around 25% more efficient as compared to coal-based plants, and the rail transportation of coal from the mine to the power plant costs around $1 per mmBtu, but this figure stands at a few cents for gas transportation by pipeline [US utilities seen burning more coal as prices decline, Creamer Media, March 06, 2013].
Higher demand for U.S. coal exports
While the domestic demand for coal continues to fall, U.S. exports of coal are rising. In the first nine months of 2012, the U.S. exported around 98 million tons of coal, which was 23% higher than last year. Exports to Europe, China and India rose by 29%, 108% and 52% respectively during the period [U.S. Coal Exports, U.S. Energy Information Administration, December 20, 2012]. We expect increasing U.S. coal exports to partially offset the decline in domestic coal usage in 2013.
Factors That Could Lead To Lower Freight Traffic In 2013
Increased inventory levels
According to the U.S. Energy Information Administration, coal stockpiles at electric power plants throughout January-November 2012, were above the levels recorded in 2011 as well as the five-year average. Stockpiles in November 2012 were recorded at 11% higher as compared to the previous year [Coal stockpiles at electric power plants were above average throughout 2012, US Energy Information Administration, January 25, 2013]. The substitution of coal with natural gas and lower electricity generation contributed to the rise in stockpiles. This indicates that if the utilities prefer to use coal for electricity generation in 2013, they still have significant coal reserves and can defer coal purchases.
Lower coal production
Reflecting the lower demand for coal, its production in the U.S. dropped by 6% annually in the first nine months of 2012 [U.S. Coal Production, 2006-2012, US Energy Information Administration, December 20, 2012]. We believe coal production could continue to suffer in 2013, owing to lower domestic demand and higher stockpiles.
Closure of coal plants due to stringent emission standards
Stringent federal emission standards have led utilities to close their older coal plants as they are finding it uneconomical to invest in emission control equipment in the wake of cheaper natural gas prices and lower power prices.
Our $141 price estimate for Union Pacific is in line with the current market price.
18.3.2013


Union Pacific's Outlook For Key Businesses In 2013 
Union Pacific Corporation (UNP) is one of the leading railroad companies in the United States. Its freight revenues grew by 6% annually in 2012, mainly owing to core pricing gains and higher fuel surcharges, which led to a 7% gain in average revenue per car in 2012. However, its freight volumes in 2012 were almost flat compared to 2011, due to weakness in the coal and agricultural markets. Looking ahead, we feel strong demand within the automotive, chemicals and intermodal segments will continue to fuel growth for the company in 2013. However, challenges in the coal and agricultural markets present headwinds for Union Pacific’s volumes.
In this article, we evaluate the performance of each commodity group according to factors such as revenue, volume and average revenue per car. Furthermore, we discuss the reasons for this performance and the outlook for each segment in 2013.
What Was the Performance of Union Pacific's Different Business Groups in 2012?
	Commodity Group
	% Contribution In 2012 Revenues
	Revenue Growth In 2012
	Volume Growth In 2012
	Average Revenue Per Car Increase in 2012

	Intermodal
	20%
	10%
	2%
	8%

	Coal
	20%
	(4)%
	(14)%
	11%

	Industrial Products
	18%
	10%
	3%
	7%

	Agriculture
	17%
	(1)%
	(4)%
	2%

	Chemicals
	16%
	15%
	13%
	2%

	Automotive
	9%
	20%
	13%
	6%

	Total Freight
	100%
	6%
	- %
	7%


Key Reasons Behind the Performance of Each Commodity Group and Their Outlooks
Intermodal will be driven by highway to rail conversions
The 10% rise in revenue in intermodal shipments was mainly due to 8% increase in average revenue per car. Higher fuel surcharges, along with core pricing gains contributed to the increase in average revenue per car. The volume grew by 2% on account of higher truck to rail conversions as well as improved market conditions. In 2013, the domestic intermodal business will continue to be driven by highway to rail conversions, however, the international intermodal business may get affected in the short term due to weaker macroeconomic conditions.
Coal market will remain challenged due to competition from natural gas 
While coal volume declined by 14%, the company was able to offset some of this decrease with an 11% increase in revenue per car within the segment. The coal business represents a major headwind for Union Pacific on account of increased substitution of coal, with cheaper natural gas for electricity generation. In addition, the loss of certain contracts also affected Union Pacific's coal volume in 2012. We expect challenging conditions in the coal market to persist in 2013, due to higher inventory and cheaper natural gas prices, which will impact Union Pacific’s volumes in 2013.
If revenue ton-miles of energy commodities freight falls to 140 billion by the end of our forecast horizon, it represents 3% downside to our price estimate.
Higher construction activity and shale gas growth could drive industrial products
The 3% rise in industrial products' volume was due to increased shipments of frac sand, lumber, cement and stone. Increased drilling for energy products and higher construction activity contributed to the increase in shipments. In 2013, we expect higher construction activity and shale gas growth to bolster demand within this segment. However, certain categories such as military and hazardous waste shipments could be affected by reduction in federal funding.
Lower corn supply will continue to affect agricultural business in the short term
Agricultural shipments represent another headwind for the company as their volume was down by 4% in 2012. Drought conditions in the Midwest impacted the supply of corn, which led to a decrease in domestic feed grain shipments. Ethanol shipments were further affected by higher corn prices and reduced demand for gasoline. We feel this segment could remain under pressure in 2013, due to lower grain and ethanol shipments.
Crude oil business will fuel chemical product shipments 
While chemical product shipments saw a significant volume growth of 13%, the revenue per car within this segment increased by only 2%. Significant increase in crude oil shipments along with higher plastics and industrial chemicals shipments contributed to the increase in volume. We feel this segment will continue to witness strong demand in 2013, owing to growth in crude oil shipments. However, y-o-y growth in 2013 could be lower due to higher revenue base in 2012.
Growth in auto industry to spur demand for automotive shipments 
The automotive segment saw revenue increase of 20% on account of 13% rise in volume coupled with 6% increase in revenue per car. Higher shipments of finished vehicles and auto parts due to higher vehicular production in North America led to this volume growth. We believe automotive shipments will continue to see high demand in 2013, due to growth in the auto industry. The increased production of vehicles in Mexico is further benefiting Union Pacific as it is the only major publicly traded railroad company in the U.S., which connects to all six major trade junctions with Mexico.
Transport Stocks: A Warning Signal To The Bear On The Tracks 
A key indicator for investors remains transportation stocks. The Dow Jones Transportation average was used as a crucial element in measuring the health of the stock market in the late 1800's. For example, if the major shipping and trucking stocks began to fall dramatically, this would indicate a market heading south as it had done in 2007.
Currently, the transport sector is near record levels as the market has also inched its way to historic highs. Should investors put their hard earned money to work in these transport stocks that have been chugging along to new highs? Let us analyze why 3 railroad stocks in particular are poised to outperform their counterparts in the transportation sector.
The discovery of a plethora of new oil with the advanced hydraulic drilling is now lacking sufficient pipelines to transport this oil. Pipelines take years to build and also are environmentally unfriendly. Needless to say, there is much opposition about building more pipelines. Let us now examine the history of oil production and its forward looking projections to better understand why railroad stocks are in a great position to realize tremendous gains.
In the beginning of 2012, United States oil production was over 7 million barrels per day, a record since the early 1990s. The even better news is that analysts expect oil production to be over 10 million barrels per day in approximately 8-10 years. So, how does the United States compare to the global giants in the industry? Saudi Arabia is currently the world's largest oil producer with producing slightly over 9 million barrels per day. The United States oil dependency will greatly diminish as it has in recent years.
The alternative to pipelines is railroad transportation. The Railroads are the most efficient way of transporting this oil in terms of speed and cost. Union Pacific (UNP) is positioned to benefit from this surging oil discovery. Major railroads such as Union Pacific, Canada Pacific (CP), and Norfork Southern (NSC), carry approximately 1 percent oil compared to the total goods carried on board. However, the transportation of oil is expected to account for 3 percent of Union Pacific's earnings per share and 6 percent of Canada Pacific's earnings per share. The chart below illustrates the major rail competitors in the industry and how they have fared in the last year.
[image: http://static.cdn-seekingalpha.com/uploads/2013/3/923704_13633043501565_rId8.png]
Union Pacific is trading at all-time highs at $139.56 as of the close on Wednesday, March 13. Its 2 percent dividend provides a small cushion to this larges market cap company. Union pacific has strong fundamentals. It expects pricing gains in the next few years, as several big contracts are renegotiated. Union Pacific has the largest book of business has not been renegotiated since 2004. Over 60 percent of the company's revenue comes from coal and a diversity of agriculture. A potential negative impact is the rising fuel costs that continue their climb. The addition of oil transportation will alleviate the rising fuel costs and make Union Pacific's balance sheet stronger. UNP announced that its Board of Directors raised a quarterly dividend on its common stock by 26% to 0.60 per share in 2011. This reveals the management's commitment to its investors and further incentive to own UNP for future dividend growth as the company strengthens the business. UNP's inflation adjusted earnings per share growth rate is 19.46 percent. Inflation adjusted earnings per share growth rate greater than 15% is a strong characteristic that David Fisher looks for. Union Pacific gained roughly 11 percent since the beginning of 2013, however has more room to run with a low historical P/E ratio and a strengthening economy.
Another major subset in the transportation industry is the freight business. Freights stand to benefit from the overall improving global economy. Companies such as UPS (UPS) and FedEx (FDX) are expanding their businesses into emerging markets to capture even more profits. UPS has a 52-week range of $69.56 to $85.32. Its 2.9 percent reliable dividend provides a safety net as well. UPS and FedEx are trading lower than their historical P/E ratios, however they are not extremely undervalued presently. Patient investors with a focus on future expansion globally, will be rewarded for their foresight of global expansion. As with most companies that venture internationally, a general expansion in the company's business and growth is inevitable.
With the stock market at all-time highs, it is important to analyze which sectors and companies are most likely to outperform and to continue their steady climb. There remain many variables that are prone to impacting any investment. However, it is important to look for the major variables and key concepts as outlined above, that will most likely propel a stock higher.
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Shale Gas Boom Can Help Union Pacific Offset Coal Weakness 
Union Pacific Corporation (UNP) is one of the leading railroad companies in the United States. While the company is facing significant headwinds in the coal market, its chemical business has received a boost due to large jump in crude oil shipments. The chemicals segment accounts for around 16% of its overall freight revenues. The shale gas boom has led to an expansion in the U.S. chemicals sector, which has resulted in higher industrial chemicals and plastics shipments.
Going forward, we believe petroleum products' shipments will continue to increase rapidly in 2013, as oil production continues to surpass pipeline capacity. Continued growth in the U.S. chemicals sector due to low natural gas prices will further benefit Union Pacific's chemicals business. During the period from January to March 2, 2013, Union Pacific's chemicals volume grew by 12%, with over 100% growth in crude oil shipments.
In this article, we evaluate the performance of Union Pacific's chemical business in Q4 2012. Also, we discuss the outlook for this business in 2013.
What Was the Performance of the Chemicals Segment in Q4 2012?
In Q4 2012, Union Pacific's chemical revenues grew by 15% annually owing to 14% year-over-year rise in its chemicals volumes. The average revenue per car remained in line with the prior year. The chemicals segment includes various products such as petroleum products, industrial chemicals, plastics, fertilizer and soda ash.
	
	% Contribution in Union Pacific’s Chemicals Carloads (2012)
	Annual Volume Growth for Union Pacific in Q4 2012

	Petroleum & Other
	34%
	69%

	Industrial Chemicals
	23%
	8%

	Plastics
	22%
	7%

	Fertilizer
	11%
	(8)%

	Soda ash
	10%
	4%


Reasons for This Performance and Future Outlook
Crude oil shipments drive growth of petroleum products. Union Pacific's petroleum products volumes which account for the highest proportion (34%) of its chemical carloads, grew rapidly by 69% annually in Q4 2012. Significant growth in Union Pacific's crude oil volumes, which rose by 160% annually in Q4 2012, contributed to this strong performance.
According to the Association of American Railroads, crude oil shipments by U.S. railroads more than tripled in 2012 to 233,811 carloads. This resulted in 46% annual rise in crude oil and petroleum products shipments by U.S. railroads in 2012. Significant growth in railroad crude oil shipments is being recorded in areas witnessing heavy growth in oil production and where pipeline infrastructure is not adequate to transport oil.
Going forward, we believe Union Pacific's crude oil shipments will continue to increase significantly in 2013, as oil production continues to exceed pipeline capacity. Union Pacific connects to oil producing areas such as Bakken, Permian and Eagle Ford Shale formations, which is likely to drive its petroleum business. However, the growth rate in 2013 could be affected by difficult year-over-year comparisons. Union Pacific's crude oil shipments were up by more than 100% during January through March 2, 2013.
Industrial chemicals and plastics shipments are supported by growth in the U.S. Chemicals industry. In Q4 2012, Union Pacific's industrial chemicals and plastics volumes grew by 8% and 7% annually, respectively, due to growth in the U.S. chemicals industry on account of low natural gas prices. We expect shipments of these product categories to record higher demand in 2013. The shale gas boom has led to increased investments in the chemicals sector, and this will positively impact Union Pacific's chemicals shipments in 2013.
Soda ash and fertilizer shipments correlated to international demand. Union Pacific's soda ash shipments grew by 4% annually in Q4 2012. We expect soda ash shipments to post modest growth in the near term, in line with growth in the global demand. Union Pacific's fertilizer shipments declined by 8% in Q4 2012, on account of weak global demand for potash . We believe this market could stay challenging in the near term on account of sluggish international demand.
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Aktien zu Höchskursen – was sich “für mich” wirklich noch lohnt
Union Pacific
Als bekennender Fan der nordamerikanischen Eisenbahnunternehmen verfolge ich diese Branche regelmäßig und bin der Meinung, dass die Aktien aus diesem Sektor im aktuellen Marktumfeld mit die besten Picks für Buy and Hold Papiere sind.
Der Railroad Sektor wird nach wie vor von den Bewertungen eher wie eine wachstumsschwache Branche bewertet. Durch den amerikanischen Aufschwung und die Nachfrage nach energieeffizienten Transportmitteln haben wir es bei der Schiene aber mit einem Sektor mit (hoch wahrscheinlich) weiter zwei-stelligem Gewinnwachstum zu tun.
Union Pacific verfügt über ein gut ausgebautes Streckennetz im gesamten Westen der USA, welches sich von den wichtigen Häfen an der Pazifikküste bis zu den wichtigen Ölhäfen am Golf von Mexiko erstreckt. Dazu kommt der immer wichtige Transport von Energieträgern aus Kanada und die strategisch wichtige Position in der Grenzregion zum Wachstumsmarkt Mexiko. 

[image: unpstreckennetz30313]
Zusätzlich ist Union Pacific von essentieller Wichtigkeit beim Transport von Agrargütern und der Westen der USA stellt die effizienteste Kornkammer der Welt dar.
Das Kohle-Risiko
Die US Gesetzgebung im Bereich Kohle war im letzten Jahr ein Dämpfer für die Eisenbahnaktien. Es dürfen keine neuen Kohlekraftwerke gebaut werden und Kohletransporte sind seit dem 19. Jahrhundert eine der Cash Cows für die Betreiber der Eisenbahnlinien. Jedoch sind die Risiken für Union Pacific in dieser Hinsicht geringer als für die Konkurrenz im Osten der USA ( Norfolk Southern Railway und CSX Corp.), da der Öl und Gasboom in Kanada und den USA die Volumenrückgänge aus dem Bereich Kohle auffängt.
Zudem transportiert Union Pacific hauptsächlich Kohle aus der „Powder River Basin“ ( 8,500 btu/lb mit wenig SO2 ). Diese Kohle ist weniger Umweltschädlich als die Kohle aus der Appalachia Bergbauregion (viel SO2 und 12,500 btu/lb ) im Osten. Daher werden bei weiter anziehenden Umweltauflagen wohl die Eisenbahnen im Osten wesentlich stärker leiden. Zudem rechnen einige Branchenkenner damit, dass die weltweite Nachfrage nach Kohle noch viele Jahre weiter ansteigen wird und sich die US-Kohleindustrie bald zur reinen Exportbranche wandelt.
Auf jeden Fall sehe ich die Kohle-Situation bei Union Pacific als keine wirkliche Bedrohung und kann daher interessierten Investoren diese Angst ruhigen Gewissens nehmen.
Union Pacific; wirtschaften im Monopol / Oligopol
Die Eisenbahnindustrie ist kapitalintensiv. Der Bau von Terminals, Strecken und der Kauf von Lokomotiven (die heute wahre High-Tech sind) benötigt jede Menge Geld und es müssen jährlich Milliarden von Dollar in den Erhalt des Schienennetztes gesteckt werden.
Daraus ergibt sich aber auch die Situation, dass es eben nicht viele große Eisenbahnunternehmen gibt und es schon fast ins Unmögliche geht, dass neue Konkurrenz den Markt betritt. Von diesen 7 großen Nordamerikanischen Eisenbahnen operieren zudem natürlich nicht alle in der gleichen Region und so hat es Union Pacific in der Regel maximal mit einem (oder gar keinem) Konkurrenten zu tun. Buffets Eisenbahninvestment Burlington Northern ist wohl der Hauptkonkurrent zu Union Pacific.
Trotz dieses Kapitalbedarfs hat Union Pacific mit einem Eigenkapital/Schuldenverhältnis von aktuell 0,45 eine unheimlich solide Finanzbasis und besitzt so einen enormen Spielraum für Erweiterungen im Sektor Mexiko oder im wohl weiter anhaltenden Gasrausch in den USA und Kanada. Mit einer Eigenkapitalrendite von 20% und den guten Voraussetzungen diese zu halten sehe ich das Zahlwerk von Union Pacific als sehr gut an.
[image: Union Pacific Railroad Umsatz 2008 2009 2010 2011 2012 2013, operativer Gewinn in Milliarden $, Forex-Handel, Wertpapier-Depot, beste Aktie, wo jetzt investieren, Geld in Gold anlegen]
Union Pacific ist ein extrem effizientes Unternehmen, welches eine extrem Preismacht besitzt und daher wohl, wie wenige andere, von einem steigenden Güterverkehr profitieren kann. Das Frachtvolumen in den USA wird sich den Erwartungen nach bis zur Mitte des Jahrhunderts noch einmal um mindestens 30 % steigern und damit stehen der Schiene wohl noch viele gute Jahre bevor.
Shareholder Value
Union Pacific Aktionäre können sich über die Entwicklung ihres Investments in den letzten Jahren kaum beschweren.
[image: Union Pacific dividend growth, Dividendenwachstum, Dividende gewinn pro aktie, earnngs per share 2008 2009 2010 2011 2012 2013 2014 2015 2015, in transport investieren, in china investieren, wo geld sicher anlegen]
Ziemlich sichere Wachstumsraten im doppelstelligen Bereich beim Gewinn pro Aktien und der Dividende scheinen mit bei Union Pacific auch weiterhin sehr wahrscheinlich. Zudem steht weiterhin genug Geld für Aktienrückkäufe bereit.
Fazit
Die Aktie von Union Pacific ( WKN 858144 / ISIN US9078181081 / UNP ) sehe ich zum aktuellen Kurs von circa 140 $ weiterhin als sehr gutes Investment an. Mit einem erwarteten Gewinnwachstum von 15 % über die nächsten Jahre und einem KGV von 17 ( 2014 geschätzt schon nur noch 13,2) darf man hier meiner Meinung nach aktuell noch zugreifen.
10.4.2014
Building A 6% Income Portfolio For 2013 (Part 8): Industrials 
Industrials
If you can't tell from the chart below, the Industrials sector is highly correlated with the S&P 500 (but slightly more volatile). The sector has the third highest beta (1.24) among all the S&P 500 sectors. That said, since the recent trough in November 2012, the Industrials sector has led the broader market higher with a total return over 15%.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/22/914254-1361509452774372-Parsimony-Investment-Research.png]
Below is a list of our top-rated dividend stocks in the Industrials sector. Note that our composite rating ranges from 0 (lowest) to 99 (highest).
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/22/914254-13615098437316551-Parsimony-Investment-Research.png]
While dividend yields in this sector are relatively low, each of these top-rated stocks have significantly outperformed the sector as a whole, averaging a 5-year total return of 142%!. The tables below highlight some of the key data points that we analyze when ranking our dividend stocks.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/22/914254-13615130685819323-Parsimony-Investment-Research.png]
Union Pacific (UNP) has paid dividends on its common stock for 114 consecutive years and the company has grown its dividend at a compound annual rate of almost 20% over the past 10 years. In addition, the company has very strong ratings for Financial Stability (92) and Dividend Sustainability (79). With a very modest payout ratio of 29.1%, we expect Union Pacific to continue to aggressively increase its dividend in the future.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/22/914254-1361513770370943-Parsimony-Investment-Research.png]
In 2007, Cummins (CMI) really shifted it dividend distributions into high gear (no pun intended). Over the past 5 years, the company has grown its dividend at a compound annual rate of 34% and delivered shareholders a total return of 135%. The company has great ratings for Financial Stability (96) and Dividend Sustainability (71) and an ultra low payout ratio of 17.7%. We just wish that Cummins dividend yield was a little higher.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/22/914254-1361514268276121-Parsimony-Investment-Research.png]
Illinois Tool Works (ITW) has grown its dividend at a steady compound annual rate of 8.6% over the past 5 years and it has delivered shareholders a total return of 47% over that period. Since peaking in 2007, its payout ratio has steadily declined to 30.1%, leaving room for future increases. The company also has a very strong balance sheet, with a current cash balance of $2.8 billion and a modest debt-to-EBITDA ratio of 1.46x.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/22/914254-13615142882896376-Parsimony-Investment-Research.png]
Textainer Group (TGH) has been a dividend machine since going public in late 2007 and it has one of the highest dividend yields in the sector (4.3%). Over the past 5 years, the company has grown its dividend at a compound annual rate of 16% and delivered shareholders a total return of almost 300%. What's more impressive is that the company has increased its dividend for 12 consecutive quarters! Textainer is certainly a stock to keep on your radar.
Formularende
10.4.2014
Building A 6% Income Portfolio For 2013 (Part 8b): Industrial Sector 'Buy Zones' 
Sample "Buy Zones"
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/27/914254-13619931254271915-Parsimony-Investment-Research.png]
As a follow up to Part 8a, below are our target "Buy Zones" for each of these top-rated Industrial stocks.
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Union Pacific (UNP) is up over 80% from its recent low in October 2011 and the stock is very close to a new 52-week high. That said, we believe that the stock has gotten ahead of itself and we are targeting a 15-20% pullback from current levels. UNP has paid dividends on its common stock for 114 consecutive years and the company has grown its dividend at a compound annual rate of almost 20% over the past 10 years.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/28/914254-13620674817514472-Parsimony-Investment-Research.png]
Cummins Inc (CMI) has the highest beta of this group (1.95) and we think that investors should expect a good 25-30% correction in the stock. The $85.00 level has held as support during the last two dips in the stock and we believe that this would be a good low-risk entry point. Over the past 5 years, the company has grown its dividend at a compound annual rate of 34% and delivered shareholders a total return of 135%.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/28/914254-13620675086600702-Parsimony-Investment-Research.png]
Illinois Tool Works (ITW) has dipped a bit from its recent high, but we would like the stock to test its 40-week moving average before starting a position. ITW has the lowest beta of the group (1.16) and we think that a 12-15% total correction in the stock would be a good low-risk entry point. The company has grown its dividend at a steady compound annual rate of 8.6% over the past 5 years and it has delivered shareholders a total return of 47% over that period. Since peaking in 2007, its payout ratio has steadily declined to 30.1%, leaving room for future increases.
[image: http://static.cdn-seekingalpha.com/uploads/2013/2/28/914254-1362067527674048-Parsimony-Investment-Research.png]
Textainer Group (TGH) also tends to be relatively volatile and we recommend giving the stock a good 25-30% cushion. We actually bought TGH in our Model Portfolio back in November 2012 around $27.00 and we recently took profits around the $40.00 level. That said, TGH pays a great dividend (4.5%) and it is a solid investment at the right entry point.
17.4.2013
Union Pacific Will Lean On Intermodal And Chemicals Growth In Earnings 
Union Pacific (UNP) is one of the leading railroad companies in the United States. It is expected to report its Q1 2013 results on April 18, 2013. In a presentation at the JPMorgan aviation, transportation and defense conference in March, Union Pacific's management reported that UNP's overall volumes were down by 2% during the first nine weeks ending on March 2, 2013. Weakness in the coal market, which accounts for around 20% of the company's revenues, was the main reason for the drop in overall volumes. Coal volumes saw a steep y-o-y decline of 22% during the first nine weeks of 2013. Excluding coal, the overall volume was up by 4% during the period. [1]
The agricultural market also continues to be challenging and UNP's agricultural volumes decreased by 10% during the first nine weeks of 2013. However, growth in the chemicals and intermodal businesses looks encouraging, and volumes rose by 12% and 8% respectively during the period. We think pricing gains, network efficiency and productivity gains will be the key pillars for Union Pacific's future growth, given the challenging conditions in various end-markets.
Our $141 price estimate for Union Pacific is in line with the current market price.
Recap Of Q4 2012 Results
In Q4 2012, Union Pacific's freight revenues saw an increase of 2%, underscored by core pricing gains and fuel surcharge recoveries as its volumes were down by 2% for the quarter. The average revenue per car grew by 5% annually in Q4 2012. Weakness in the coal and agricultural markets was partially offset by growth in the chemicals and automotive businesses during the quarter.
UNP's operating ratio contracted by 120 basis points annually to 67.1% in Q4 2012. The decrease in operating ratio augurs well for the company's outlook, in the wake of challenging conditions in several end-markets. It aims to achieve a sub-65% operating ratio by 2017, and we will keep a track of the company's success against this strategic initiative in the future.
Coal And Agricultural Markets Remain Week
During the first nine weeks of 2013, Union Pacific's coal volumes saw a steep decline of 22%. High coal inventories at utilities, coupled with competition from natural gas, continue to dampen the demand for coal by utilities. The company's loss of a legacy contract further affected its coal volumes. While the export coal market is growing, it is only partially offsetting the decline in the domestic coal market.
Union Pacific expects coal volumes to decline by the high-teens in Q1 2013, on account of tougher y-0-y comparisons and challenging conditions in the coal market. [2] However, in the long term, we expect the pace of decline in the coal market to decelerate as natural gas prices have started to move northwards of $3.5 (per million BTU) in March 2013. Its price was recorded at around $4 at the end of March, and continuation of this trend could lead utilities to opt for coal for producing electricity. [3]
In the agricultural business, Union Pacific recorded 10% y-o-y decline in volumes during the first nine weeks of 2013. This segment continues be affected by lower grain shipments and ethanol shipments. The last year's drought had a higher impact on the territories served by UNP. The company expects agricultural volumes to decline by a high single-digit rate in Q1 2013. We think that the outlook for this segment could get better during the second half of 2013 with recovery in crop output.
Chemical And Intermodal Businesses Are Seeing High Demand
The growing chemicals business represents a key growth driver for Union Pacific. Its chemicals volumes saw an impressive growth of 12% during the first nine weeks of 2013. The high demand in this segment is being fueled by higher crude oil shipments, which rose by more than 100% for UNP during the period. We expect crude oil and petroleum products shipments to post rapid growth in 2013, as the growth in overall oil production continues to outpace current pipeline capacity. Shipments of plastics and industrial chemicals could also see high demand due to continued growth in the U.S. chemicals sector on account of the shale gas boom.
The intermodal business represents another sweet spot for Union Pacific. UNP's intermodal volume grew by 8% during the first nine weeks of 2013. We expect continued growth for UNP's domestic intermodal business throughout 2013, driven by higher truck to rail conversions and the company's investments to increase its capacity in the area.
Mixed Outlook In Other Markets
Union Pacific 's automotive volumes which saw a 13% rise during 2012 grew by only 2% during the first nine weeks of 2013. We expect this segment to record slow growth in 2013, against last year's high base. While the North American light vehicle production continues to rise, the growth rate is forecast to slow down to around 3% in 2013 compared to about 18% growth last year.
Shipments of industrial products saw a 3% decline in volumes during the first nine weeks of 2013. While higher construction activity and shale gas growth could boost demand within this segment in 2013, the demand could be offset by lower shipments in categories such as military and hazardous waste shipments due to a reduction in federal funding. The weakness in steel and scrap markets is also expected to impact this segment in Q1 2013.
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