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NEWS RELEASE

CN reports Q2-2012 net income of C$631 million,
or C$1.44 per diluted share

Adjusted Q2-2012 net income was C$659 million, with adjusted diluted EPS
rising 19 per cent to C$1.50 "

MONTREAL, July 25, 2012 — CN (TSX: CNR)(NYSE: CNI) today reported its financial
and operating results for the second quarter and six-month period ended June 30, 2012.

Second-quarter 2012 highlights

e Netincome was C$631 million, or C$1.44 per diluted share, versus year-earlier net
income of C$538 million, or C$1.18 per diluted share.

e Adjusted diluted Q2-2012 earnings per share (EPS) -- excluding a net income tax
expense of C$0.06 per diluted share -- rose 19 per cent to C$1.50. The net income
tax expense resulted from the enactment of higher provincial income tax rates,
partly offset by an income tax recovery from the recapitalization of a foreign
investment.

e Revenues increased 13 per cent to C$2,543 million, while revenue ton-miles rose
eight per cent and carloadings increased four per cent.

e Operating income increased 13 per cent to C$985 million.

e The operating ratio was 61.3 per cent, unchanged from the year-earlier.

e Free cash flow for the first six months of 2012 totalled C$703 million, including the
impact of Q1-2012 voluntary pension plan contributions totalling C$450 million,
compared with free cash flow of C$823 million for the same period of 2011.

Net income for first-half 2012 was C$1,406 million, or C$3.18 per diluted share, compared
with net income of C$1,206 million, or C$2.63 per diluted share, for the comparable
period of 2011.

Adjusted net income for the first six months of 2012 -- excluding the net income tax
expense of C$0.06 per diluted share, and the gain on the sale of rail lines (C$0.57 per
diluted share) -- was C$1,182 million, with adjusted diluted EPS increasing 24 per cent to
C$2.67.

Claude Mongeau, president and chief executive officer, said: “CN’s team of railroaders
continues to deliver impressive results, converting strong volume and revenue growth
into solid bottom-line results. Our focus on maintaining a fluid network and solid
execution allowed us to further improve our industry-leading service for the benefit of
our customers and shareholders.



“Other than grain and fertilizers, CN registered solid traffic increases in every
commodity group during the second quarter -- intermodal, automotive, coal, petroleum
and chemicals, and metals and minerals business units all registered double-digit gains
in revenue ton-miles, with the rise in volumes due in part to economic growth, market
share gains, and a labor disruption at a key competitor.”

Revised 2012 financial outlook

CN’s first-half financial performance and assumption of continued positive economic
conditions have prompted an upward revision of the Company’s 2012 financial outlook,
last updated on April 23, 2012.

Under its revised 2012 outlook, CN aims to:

e Deliver up to 15 per cent growth in adjusted diluted EPS for the year, over
adjusted diluted EPS of C$4.84 in 2011, despite an additional pension expense of
approximately C$100 million. This compares with CN’s April outlook calling for a
full 10 per cent growth in 2012 adjusted diluted EPS. "

e Generate free cash flow of approximately C$1 billion — taking into consideration a
potential C$250 million additional voluntary pension contribution in the fourth
quarter (for a potential total voluntary pension contribution of C$700 million in
2012). This compares with CN’s April outlook calling for free cash flow in the
order of C$950 million.

Mongeau said: “Our agenda of Operational and Service Excellence continues to gain
momentum on all key fronts. If economic growth remains on track in the second half, we
should deliver another banner year in 2012.”

Foreign currency impact on results

Although CN reports its earnings in Canadian dollars, a large portion of its revenues and
expenses is denominated in U.S. dollars. As such, the Company’s results are affected by
exchange-rate fluctuations. On a constant currency basis that excludes the impact of
fluctuations in foreign currency exchange rates, CN’s second-quarter and first-half 2012
net income would have been lower by C$13 million and C$17 million, respectively, or by
C$0.03 and C$0.04 per diluted share, respectively.

Second-quarter 2012 revenues, traffic volumes and expenses

The 13 per cent rise in second-quarter revenues mainly resulted from higher freight
volumes, due in part to growth in North American and Asian economies, the Company’s
performance above market conditions in a number of segments, as well as increased
volumes as a result of a labor disruption at a key competitor; freight rate increases; the
impact of a higher fuel surcharge resulting from year-over-year increases in applicable
fuel prices and higher volumes; and the positive translation impact of the weaker
Canadian dollar on U.S.-dollar-denominated revenues.



Revenues increased for metals and minerals (20 per cent), petroleum and chemicals (19
per cent), automotive (18 per cent), intermodal (16 per cent), coal (15 per cent), and forest
products (nine per cent). Grain and fertilizers revenues declined one per cent.

Revenue ton-miles, measuring the relative weight and distance of rail freight transported
by CN, increased eight per cent from the year-earlier period.

Rail freight revenue per revenue ton-mile, a measurement of yield defined as revenue
earned on the movement of a ton of freight over one mile, increased five per cent over
the second quarter of 2011, driven by freight rate increases, the impact of a higher fuel
surcharge and the positive translation impact of the weaker Canadian dollar, partly
offset by an increase in the average length of haul.

Operating expenses for the second quarter increased by 12 per cent to C$1,558 million,
mainly due to higher labor and fringe benefits expense, increased fuel costs, the negative
translation impact of the weaker Canadian dollar on U.S.-dollar-denominated expenses,
as well as increased purchased services and material expense.

1) See discussion and reconciliation of non-GAAP adjusted performance-measures in
the attached supplementary schedule, Non-GAAP Measures.

2) See Forward-Looking Statements for a summary of the key assumptions and risks
regarding CN’s 2012 outlook.

Forward-Looking Statements

Certain information included in this news release constitutes “forward-looking statements” within the
meaning of the United States Private Securities Litigation Reform Act of 1995 and under Canadian
securities laws. CN cautions that, by their nature, these forward-looking statements involve risks,
uncertainties and assumptions. The Company cautions that its assumptions may not materialize and that
current economic conditions render such assumptions, although reasonable at the time they were made,
subject to greater uncertainty. Such forward-looking statements are not guarantees of future performance
and involve known and unknown risks, uncertainties and other factors which may cause the actual results
or performance of the Company or the rail industry to be materially different from the outlook or any future
results or performance implied by such statements. To the extent that CN has provided guidance that are
non-GAAP financial measures, the Company may not be able to provide a reconciliation to the GAAP
measures, due to unknown variables and uncertainty related to future results. Key assumptions used in
determining forward-looking information are set forth below.

Key assumptions
CN, as referenced earlier in this news release, is revising the 2012 financial outlook that was last updated
on April 23, 2012, in a news release announcing the Company'’s first-quarter 2012 financial results.

Current assumptions

CN'’s revised 2012 financial outlook is based on a number of economic and market assumptions. The
Company is forecasting that North American industrial production for 2012 will increase by about 3.5 per
cent. For the year, CN also expects U.S. housing starts to be approximately 750,000 units, and U.S. motor
vehicles sales to be approximately 14.5 million units. In addition, CN is assuming the 2012/2013 U.S. grain
crop will be in line with the 2011/2012 crop year, and that the 2012/2013 Canadian grain crop will be
slightly higher than the five-year average. With the assumptions above, CN also assumes carload growth
in the mid-single digit range, along with continued pricing improvement above inflation. CN also assumes
the Canadian-U.S. exchange rate to be slightly below parity for 2012 and that the price of crude oil (West
Texas Intermediate) for the year to be in the range of US$85-US$95 per barrel. In 2012, CN plans to invest
approximately C$1.8 billion in capital programs, of which more than C$1 billion will be targeted on track
infrastructure to maintain a safe and fluid railway network. In addition, the Company will invest in projects
to support a number of productivity and growth initiatives.



Prior assumptions (as of April 23, 2012)

CN, on April 23, 2012, revised its initial 2012 financial outlook that was issued on Jan. 24, 2012, in a news
release announcing the Company’s fourth-quarter and full-year 2011 financial results. On April 23, 2012,
the Company forecast that North American industrial production for 2012 would increase by about 3.5 per
cent (up from three per cent previously forecast). CN also expected U.S. housing starts would be
approximately 750,000 units (compared with 700,000 units) and U.S. motor vehicles sales would be
approximately 14.5 million units (up from 13.5 million units) for the year. In addition, CN assumed the
2012/2013 grain crops in both Canada and the U.S. would be in line with five-year averages. With respect
to the 2011/2012 crop, U.S. corn and soybean production was projected to be slightly below -- and exports
were projected to be significantly below -- the prior year’s crop. Canadian 2011/2012 grain production and
export forecasts were projected to be moderately above the prior year’s crop. With these assumptions, CN
also assumed carload growth in the mid-single digit range, along with continued pricing improvement
above inflation. CN assumed the Canadian-U.S. exchange rate would be around parity for 2012, and that
the price of crude oil (West Texas Intermediate) for the year would be in the range of US$100 per barrel. In
2012, CN planned to invest approximately C$1.8 billion in capital programs (up from C$1.75 billion), of
which more than C$1 billion was to be targeted on track infrastructure to maintain a safe and fluid railway
network. In addition, the Company planned to invest in projects to support a number of productivity and
growth initiatives.

Important risk factors that could affect the forward-looking statements include, but are not limited to, the
effects of general economic and business conditions, industry competition, inflation, currency and interest
rate fluctuations, changes in fuel prices, legislative and/or regulatory developments, compliance with
environmental laws and regulations, actions by regulators, various events which could disrupt operations,
including natural events such as severe weather, droughts, floods and earthquakes, labor negotiations and
disruptions, environmental claims, uncertainties of investigations, proceedings or other types of claims and
litigation, risks and liabilities arising from derailments, and other risks detailed from time to time in reports
filed by CN with securities regulators in Canada and the United States. Reference should be made to
“Management’s Discussion and Analysis” in CN’s annual and interim reports, Annual Information Form and
Form 40-F filed with Canadian and U.S. securities regulators, available on CN’s website, for a summary of
mayjor risk factors.

CN assumes no obligation to update or revise forward-looking statements to reflect future events, changes
in circumstances, or changes in beliefs, unless required by applicable Canadian securities laws. In the
event CN does update any forward-looking statement, no inference should be made that CN will make
additional updates with respect to that statement, related matters, or any other forward-looking statement.

CN - Canadian National Railway Company and its operating railway subsidiaries —
spans Canada and mid-America, from the Atlantic and Pacific oceans to the Gulf of
Mexico, serving the ports of Vancouver, Prince Rupert, B.C., Montreal, Halifax, New
Orleans, and Mobile, Ala., and the key metropolitan areas of Toronto, Buffalo, Chicago,
Detroit, Duluth, Minn./Superior, Wis., Green Bay, Wis., Minneapolis/St. Paul, Memphis,
and Jackson, Miss., with connections to all points in North America. For more
information on CN, visit the Company’s website at www.cn.ca.
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