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Global Industrials – Oil Price Sensitivity  
Railways Stand Out 
Economic Profitability for the global Industrials aggregate has been increasing 

since seeing a pullback in September last year. EVA-adjusted consensus (as of 

February) expects the sector to see a continuation of the trend, with EVA 

Momentum (growth) expected to turn positive in the 2H of 2026. Figure 1 shows 

the relationship between EVA Profitability and the oil (WTI) price. EVA Momentum 

(EVA Mo) has tended to trend up when oil prices increase, which historically we 

think is linked to demand and economic growth. The increase in the oil price in 

2026, however, is due to a supply shock. With the increasingly uncertain macro 

backdrop, we update our EVA Mo score card for industries across the sector. We 

show the EVA Mo trend from the beginning of the year, as of the latest quarter; 

the current consensus outlook; and the view of the impact of higher oil prices. The 

EVA Analyst Outlook column then suggests, based on this data, what the outlook 

now looks like.  
 

Figure 1: Industrials EVA Fundamentals & Oil Price 

 

The Ground Transportation industry stands out as having a positive consensus 

outlook and seeing higher demand with a higher oil price.  

 

Figure 2: Industry EVA Momentum Table 

 

Key Point 
Oil Prices continue to remain elevated 

because of conflict, and the conflict shows no 

signs of ending soon. We think the Ground 

Transportation industry and in particular the 

Rail Transportation sub-industry could be 

further supported if oil prices stay higher for 

longer, while Machinery and Marine 

Transportation, which both have a 

contracting consensus growth outlook, may 

see a further headwind due to higher oil 

prices contributing to slowing economic 

growth and higher bunker fuel prices. 

Shipping companies with a higher weighting 

towards LNG and Crude oil carries, however, 

will be beneficiaries.  

Why Does EVA Momentum Matter? 

EVA Momentum indicates the rate of growth 
in economic profit, scaled to sales. This is the 
first derivative of EVA. A higher number 
indicates higher Performance. EVA 
Momentum indicates if an industry or 
company is generating incremental value 
and can also be thought of as business 
model momentum. 
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Machinery Negative

Aerospace & Defense Mixed

Electrical Equipment Mixed

Industrial Conglomerates Mixed

Ground Transportation Positive

Trading Companies & Distributors Mixed

Commercial Services & Supplies Mixed

Building Products Mixed

Construction & Engineering Mixed

Professional Services Mixed

Air Freight & Logistics Mixed

Transportation Infrastructure Mixed

Marine Transportation Negative

Passenger Airlines Mixed
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What Next? 

In Figure 3, we show the PRVit score and EVA Mo trend and outlook for all 14 industries in the Industrials sector. As we noted in 

January 2026, three of the industries stood out, with an improving EVA Mo trend—Machinery, Aerospace & Defense, and Electrical 

Equipment—while the other industries moved sideways. All three of these industries have seen strong returns on a year-to-date (YTD) 

basis. The EVA-adjusted Consensus as of February suggests EVA Mo will not peak until late 2026/H1 2027 for around 75% of the 

industries. The macro backdrop has changed significantly from the beginning of the year, and we think consensus will take some time 

to catch up with which industries benefit or are negatively impacted from a higher oil price and other knock-on impacts from the war 

with Iran.   

One certain thing is that defense spending will remain in the spotlight. Aerospace & Defense has seen a strong acceleration in EVA Mo 

through H2 2024 and CY2025 and is at a relatively strong level as of February 2026. While Consensus expects EVA growth to roll over 

going forward, we believe that the current EVA growth cycle still has legs, with increased projected defense spending, especially in 

light of the ongoing conflict in the Middle East. 

As of March 19th, WTI Crude is trading around $96, and Brent Crude has crossed $110 per barrel. The last column in Figure 3 is our 

industry-level outlook for EVA growth if oil prices remain elevated for the foreseeable future. This is a combination of the current 

Consensus outlook and our view of the industry’s EVA growth trends based on industry dynamics demonstrated during the high oil 

price environment of 2011-12. Red arrows in the third-last and second-last columns result in a ‘Negative’ outlook, while two green 

arrows lead to a ‘Positive’ outlook; otherwise, the outlook is more ‘Mixed.’ We think Ground Transportation, and in particular the Rail 

Transportation sub-industry, could be further supported if oil prices stay higher for longer, while Machinery and Marine 

Transportation, which both have a contracting consensus growth outlook, may see a further headwind due to higher oil prices 

contributing to slowing economic growth and higher bunker fuel prices. Shipping companies with a higher weighting towards LNG and 

Crude oil carries, however, will be beneficiaries.  

Figure 3: Industry PRVit & EVA Fundamentals 

 

 

On the next page, we screen for names within the Ground Transportation sub-industry, Rail Transportation.   
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Machinery 55 61 51 1.51% -0.59% 0.05% -0.3 10.92% Negative

Aerospace & Defense 37 64 76 1.99% 1.58% 1.88% +1.1 12.26% Mixed

Electrical Equipment 43 59 69 1.03% 0.84% 0.83% -0.2 19.99% Mixed

Industrial Conglomerates 50 37 30 -0.89% -0.01% 0.29% +0.7 3.32% Mixed

Ground Transportation 42 49 42 0.64% 0.57% 0.44% +0.0 1.13% Positive

Trading Companies & Distributors 49 46 40 -3.89% -0.62% -6.02% +1.1 12.51% Mixed

Commercial Services & Supplies 50 63 46 0.97% -0.43% -0.27% -1.3 4.47% Mixed

Building Products 53 56 44 1.20% -0.58% -0.70% -1.0 2.99% Mixed

Construction & Engineering 72 48 28 -2.15% -0.70% -0.74% -0.7 13.41% Mixed

Professional Services 60 73 48 4.90% 0.32% 0.49% +0.8 -14.12% Mixed

Air Freight & Logistics 59 53 38 0.53% -0.00% -0.09% -2.0 5.57% Mixed

Transportation Infrastructure 50 45 42 -6.10% -0.82% -0.23% +0.4 0.81% Mixed

Marine Transportation 41 29 24 1.74% -0.65% -3.14% -1.9 14.11% Negative

Passenger Airlines 58 41 24 -0.39% -0.47% -0.62% -0.3 -7.40% Mixed

https://www.issgovernance.com/eva
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Ground Transportation Screen 
The industry is dominated by railway firms and can sustain positive EVA growth through elevated oil prices, especially in regions with 

higher rail electrification rates. In a higher oil price environment, rail may be preferable over truck transportation due to the cost 

advantage. This leaves us focusing on the rail operators.  

 

Rail Transportation Industry Screen Criteria: 

• Market Cap >= $2bn 

• PRVit > 40 (Rated Hold or better) 

 

 

About ISS EVA 

We are an independent equity research provider offering investing insights through the use of our proprietary Economic Value Added (EVA) framework. 
EVA converts accounting profits into economic profits and charges businesses for the use of Invested Capital. EVA is superior  to traditional measures of profit because 
it is comparable across companies, industries, and countries, links to a consistent, transparent valuation framework, and provides a unique, unbiased view of Quality, 
Value, and Growth. 

Our experienced team of analysts offers both fundamental and quantitative company analysis through written research, bespoke research, a stock selection model, 
an online analytical tool offering +29,000 companies as viewed through the EVA framework, custom screening, and portfolio analysis.  

Key EVA Concepts 
The value of a firm = Capital + PV of EVA 
If EVA is increasing then the intrinsic value of the firm is too, suggesting that market value should follow (and vice versa). 

EVA = NOPAT - Capital Charge 
EVA is profit after all costs, including the cost of giving shareholders a decent return. 

EVA Margin = EVA / Sales 
A true economic profit margin covering income and asset efficiency. Our EVA Income Statement examines EVA’s line item drivers  and offers key insights into business 
profitability. 

EVA Momentum = Δ EVA / Sales 
An incremental EVA growth rate indicator and key valuation signal and screening measure. The more positive the Momentum, the greater the growth in 
EVA, and upward pressure on shareholder returns. Inflections in EVA Momentum are an early and more reliable indicator of stock price inflections. 

EVA Shock = Δ EVA Momentum 
Changes in EVA Momentum is a powerful signal within our framework, with significant relationship with stock price performance. 

Market Implied Momentum (MIM) 
The annual EVA improvement required for 10 years to justify the prevailing market enterprise value, expressed as a percent of sales; represents a market implied, 
long-range EVA margin improvement target. 

Future Growth Reliance (FGR) = (Market implied value of future EVA growth) / EV  
Measures the % of a company’s total enterprise value represented by expectations for future growth in EVA. FGR is key to understanding embedded 
expectations today and versus history. A low FGR versus history coupled with improving EVA trends indicates that the market is not pricing in the improving business 
model. 

Name Ticker Country

Mkt 
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(%)
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Risk 
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Price Ytd 

(%)

ESG Perf 
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CENTRAL JAPAN RAILWAY CORP 9022 JP Japan 27,545 3.44% 0.85% 2 57 44 66 92 8 1.13% 38.91

MTR CORP LTD -ADR MTCPY Hong Kong 26,358 5.51% 10.42% 6 92 71 73 48 17 11.34% 55.42

DAQIN RAILWAY CO LTD 601006 CH China 15,390 -8.74% -5.98% -1 85 26 13 28 4 1.74% 17.01

WEST JAPAN RAILWAY CO 9021 JP Japan 9,293 -2.07% 0.72% 4 59 52 51 45 16 4.03% 43.84

SEIBU HOLDINGS INC 9024 JP Japan 8,417 16.29% 28.57% -2 54 68 87 83 37 1.95% 42.24

AURIZON HOLDINGS LTD AZJ AU Australia 4,771 -5.23% -2.33% 1 51 35 31 44 29 13.01% 34.45

KEISEI ELECTRIC RAILWAY CO 9009 JP Japan 4,080 6.54% -7.76% -1 41 41 62 91 18 -2.44% 29.15

KYUSHU RAILWAY CO 9142 JP Japan 3,716 -5.18% 0.92% 4 43 40 38 46 15 -5.96% 43.28

TOBU RAILWAY CO LTD 9001 JP Japan 3,632 -5.69% -0.32% -1 43 42 34 33 17 11.17% 37.50

GUANGSHEN RAILWAY CO LTD 525 HK China 2,943 -5.96% -1.93% -1 94 46 36 27 11 -5.10%

MRS LOGISTICA  S.A. 260753 BR Brazil 2,841 4.37% -2.23% 2 40 37 62 100 30 9.03%

CHINA RAILWAY SPECIAL CARGO 001213 CH China 2,748 -8.23% -2.09% 1 80 38 22 18 25 4.94%

Average 9,311 -0.41% 1.57% 1 61 45 48 55 19 3.74% 37.98

https://www.issgovernance.com/eva
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Additional Resources 

evaExpress.com (link): Our online offering provides a comprehensive suite of fundamental and quantitative tools utilizing the EVA framework  

EVA for Investors (link): A full introduction to the key EVA concepts and metrics 

Analyst Certification - The Research Analyst(s) who prepared this report hereby certify that the views expressed herein accurately reflect the analyst(s) personal view(s) 
about the subject company and their securities and that they have not been and will not be directly or indirectly compensated for expressing specific recommendation(s) 
or view(s) in the report.  
 
Disclaimer - This report and all of the information contained in it, including without limitation all text, data, graphs and charts, is th e property of ISS STOXX and/or its 
licensors and is provided for informational purposes only. The information may not be modified, reverse-engineered, reproduced or disseminated, in whole or in part, 
without prior written permission from ISS STOXX.  
This report and the recommendations, ratings and/or other analytical content in the report has not been submitted to, nor received approval from, the United States 
Securities and Exchange Commission or any other regulatory body.  

 
The user of this report assumes all risks of any use that it may make or permit to be made of the information. While ISS STOXX exercised due care in compiling this 
report, ISS STOXX makes no express or implied warranties or representations with respect to the information in, or any results to be obtained by the use of, the 
report.  In particular, the recommendations, ratings and/or other analytical content in the report are not intended to constitute an offer, solicitation or advice to buy 
or sell securities nor are they intended to solicit votes or proxies.  ISS STOXX shall not be liable for any losses or damages arising from or in connection with the 
information contained herein or the use of, reliance on, or inability to use any such information.     
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with the information described in this report. No employee of ISS-Corporate played a role in the preparation of this report. If you are an institutional client of ISS 
STOXX, you may inquire about any issuer’s use of products and services from ISS-Corporate via ProxyExchange or by emailing disclosure@issgovernance.com.    
Additionally, the issuer(s) mentioned within this report and/or material may be a client of ISS STOXX, or the parent of, or affiliated with, a client of ISS STOXX.  One or 
more of the proponents of a shareholder proposal at an upcoming meeting may be a client of ISS STOXX, or the parent of, or affiliated with, a client of ISS 
STOXX.  None of the sponsors of any shareholder proposal(s) played a role in preparing this report.   
  
ISS STOXX is majority owned by Deutsche Börse AG (“DB”), an international exchange organization. Both ISS STOXX and DB have established standards and 
procedures to protect the integrity and independence of the research, recommendations, ratings and other analytical offerings (“Research Offerings”) produced by 
ISS STOXX.  
Further information about conflict mitigation can be found here.   
Registered Trademarks - EVA®, EVA Momentum® and PRVit® are registered trademarks, and VARPTM and Value-At-A-Reasonable-PriceTM are trademarks of Institutional 
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EVA is a registered services mark of Institutional Shareholder Services Inc. (in the field of financial data, valuation analytics and investment management) and of Stern 
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