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April 2013  
US crude oil train movements 
 

We estimate that crude oil originations on the main 
US railroads has topped 0.82 myn b/d in the last 
week of March and averaged 0.77 myn b/d in March.  
 
That represents for March an increase of +0.48 myn 
b/d versus March 2012 and for the first quarter the 
year-on-year increase stands at +0.49 myn b/d. With 
the continued expansion of load and unload facilities 
and the expansion of the railcar fleet we expect to see 
US crude oil transportation by rail easily top 1 myn 
b/d before the end of the year. 
 
Back in January 2010 we were advising our clients to 
target Brent at a premium to WTI for the first quarter 
of 2011 due to the expansion of the pipeline capacity 
from Canada (Keystone and Alberta Clipper). What 
followed was indeed a structural change in the 
pricing of Brent and WTI due to the lack of export 
capacity out of the Midwest. The railcar unloading 
capacity which is coming on stream in the US East 
Coast (Padd1) during 2013 is comparable in size to 
the Canadian pipeline expansion of 2010-2011 and 
we believe that this will develop into a new structural 
change in the pricing of Brent and WTI. 

 
Over the next 12 
months the 
railcar 
unloading 
capacity in the 
US East Coast 
will rise to a level that is almost a match to the current level 
of seaborne crude oil imports in Padd1.   
 

 

 

Crude oil originations on main US railroads (‘000 b/d) 
 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
2011 242 231 288 344 393 450 442 499 557 587 612 630 
2012 740 764 772          
Diff +498 +533 +484          

(estimates derived on data from the AAR and railroad companies) 
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Full capacity utilization will not be reached immediately as some of the railcars are still on the 
order books (especially for the transportation of heavy crude oil) but nonetheless the US East 
Coast is moving towards a new pricing model where it will be able to have US domestic crude oil 
compete with the landed price of Atlantic Basin crude oil. 
 
While there is a lot of focus on the pipelines from the US Midwest to the US Gulf and their 
capacity expansion, we think that the current developments in the US East Coast are as important 
for the pricing relationship between Brent and WTI. 
 
The oil transport capacity expansion in the US Gulf and 
the US East Coast does not necessarily mean that light 
sweet crude oil from the Atlantic Basin will have to stop 
sailing to the US, but it means that we will be moving 
away from a cycle where WTI had to price itself at deep 
discounts to find any takers (and therefore create the 
financial incentive for the development of new export 
routes out of the Midwest) to a new cycle where Brent- 
related crude oils will have to price themselves at a 
discount to the transported cost of WTI if they still want 
to have access to the US markets.   
 
Recently the Brent-WTI has fallen to a discount to the 
LLS-WTI spread and that could be the first sign of this 
change of pricing cycle as the LLS-WTI spread is for 
now still supported on the level of the rail transportation 
costs from the Midwest to the US Gulf and Brent is 
pricing itself to maintain a competitive arbitrage to the 
US Gulf. 
 
The rail infrastructure in the US East Coast will also help to clear some of the possible overhang 
of light crude oil in the Midwest. It was feared that the conversion of the BP Whiting refinery 
could result in a new pressure point on WTI but the loss of demand from that refinery will be 
more than offset by the rail capacity being developed to Padd1. 
 
The development of rail unloading capacity in Padd1 also means that in any flare up in the price 
of Brent crude oil, the US East Coast refineries should now be more competitive than the 
European refineries; hence that any new wave of refinery closures is likely to be seen in Europe 
before the US East Coast. As crude oil shipments from the US Midwest to the East Coast start to 
increase, we also expect to see US refiners gradually returning to a WTI leg in their hedging of 
the refining margin. 
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