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Housing - one reason why this decade will
be worse than the last.
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>>»»»  We won't have a normal housing market until this data stabilizes.
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The housing bust has had a big effect on
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It's a big reason why the market remains at a relatively low level.
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The biggest debt problem is governmental

Federal Debt/US GDP
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Sources: Wikipedia

> The historical evidence is conclusive about the party in power. It don’t
matter!
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Solving the deficit is a very difficult problem

4000 2011 U.S. Federal Budget
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> Infrastructure spending will get very careful scrutiny!
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The result of these changes is slower trend growth

Trend Growth
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>>>»»»  The 27% reduction in GDP growth is reduced to a 14% reduction in freight
growth by a relatively strong manufacturing sector.
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Just as important is an increase in volatility

Peak-to-trough Drop

GDP Volatility 1970-2009
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Y The time between recessions is also shorter.
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The economic mix is good for freight

ISM surveys Nonmanufacturing ISM manufacturing index and real GDP
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The historical relationships have flip-flopped.
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The Japan earthquake will add to volatility

Manufacturing, Japan

Export volumes from Japan to EM Asia around Kobe earthquake
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b5 The final effect may well be positive.
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Oil prices spike when spare capacity gets tight

OPEC Spare Capacity - MBD
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Libya is worth 1-.5 MBD.
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Oil prices. The nominal effect of the
recent rise is to reduce GDP by 1.1%.

Flows Of U.S. Oil Spending U.S. Petroleum Imports
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>>>»»» During the last recovery oil prices doubled — yet the economy grew.
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So far this recovery has been better than the last

Change In GDP
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>>»»»» This makes sense given the bigger drop during the recession.
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This recovery has been good for manufacturing

Manufacturing Recoveries Compared —
Growth In First 7 Quarters
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P, Manufacturing is good for freight.
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The forecast is for strong growth

Recoveries Compared — Now To Recovery Peak — 13
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0> We expect this recovery to exceed the strong second phase of the last
recovery.
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A key to the forecast is housing and auto

Housing Starts & Auto Sales
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> Despite the low base they are growing more strongly this time.
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The forecast is for good tonnage growth
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>>»»» Intermodal is the growth king — from international early and domestic late.
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But!!l -- We are a long way from fully
recovered from the recession.

Tonnage Forecasts
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> Fixed capacity is not a problem

F g
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To understand active capacity you must understand
driver supply. Let’s look first at the long term issues

Supplemental Labor Force Statistics
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>>>»»» During the ‘Oughts these stats added driver candidates.
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In the ‘Teens the trends turn negative

Yearly Additions To The Labor Force
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>»»»»»  The additions to supply drop by 75%.
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How about all the laid off drivers?

Driver Layoffs & Driver Demand
Net Of Internal Turnover
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Fundamentals

Trucking has a very large appetite for drivers.

Copyright — Transport Fundamentals
Inc.

21



There is also the normal cyclical shortage of drivers
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> It will take several years before the conservative fleets
build this pipeline back up.
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In the near term- we have a major
productivity issue in trucking.

Regulatory Drags
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> When monthly variation is added the peak shortage hits 500,000 units.
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The two short-term problems are a big deal

Total Shortage
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> This situation would put us almost double the shortages of 2004.
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With this kind of pressure
the market will respond
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The shippers control most of the improvement.
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When we add in these reactions the
problem is more manageable

Trugk Shortages With Market Response
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It will take a year for the changes to take hold. Some will be temporary.

Copyright — Transport Fundamentals
Inc.



Here is how this cycle compares to the last one

200 Cycles Compared
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>>»»»» The peak pain is the same, but this time it will hurt for much longer.
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Here’s how this recovery compares to the last

Cycles Compared
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> The increases will be sustained this time.
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Intermodal Activity

Revenue Moves per Month (Thousands)
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Intermodal Activity

Revenue Moves per Month (Thousands)
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Intermodal Activity

Year/Year Change in Revenue Moves per Month
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Growth is
slowing.
International
continues to

out-perform
Domestic
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Seasonally Adjusted

Revenue Moves per Month (Thousands)
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Intermodal Activity
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Domestic and
International
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moving in
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Neither sector
IS growing
appreciably at
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Long—term Intermodal performance
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AAR Weekly Intermodal Data

N.A. Intermodal Loads per Week (Thousands) Y/Y Change
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HERNERRITE R
Southwest Region

3-Mo. Moving Average
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Truckload
Share = % of
long-haul
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Intact Share =
% of import
TEUGs t
shipped east
out of the
region in ISO
containers.
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Intermodal train speeds
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Intermodal Market Share

Share of Long-Haul +550 miles Dry Van Traffic
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Intermodal Market Share

Share of Long-Haul +550 miles Dry Van Traffic
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Intermodal Length of Haul

Average Length of Haul - Miles International
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Domestic Length of Haul Trends

Percentage of Domestic Revenue Moves by Mileage Range
Last 16 Calendar Quarters
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53’ Domestic Containers vs. 53" Trailers
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Summary - Intermodal

* Intermodal growth has slowed but remains
relatively robust

* |International sector has been a bit stronger
than expected thus far in Q1

* March should begin to show benefits to IM of
projected trucking capacity shortage

 Growth in 53’ trailer activity signals new
trucking entrants to intermodal

* Service shows signs of deteriorating

April 2011 45
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