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Housing starts surge in June

JULY 19, 2011 RECENT INDICATORS

Inventories remain lean in June

Housing starts jumped 14.6 percent in June
over May, suggesting a continued stabilization
in the troubled residential construction
segment. Based on the seasonally adjusted
housing starts rate in June the economy would 990 | Trucking companies add jobs in July
build 629,000 housing units in a year, 930 |
according to preliminary data from the Census 8801
Bureau and Department of Housing and Urban 8201
Development. June represented the third 760 | Food loadings up 0.3% in June
month this year in which month-over-month 700 ]

growth was in the double digits. But in June, 6501

the jump followed a flat May while the other cond

increases followed months in which the rate of K :’3

housing starts declined. The rate of Housing J'Oé 10'0.8‘ F'OQ J‘Oé ‘O'Oé F10 ' J10 0.16 F11 J11
starts in June was 16.7 percent higher than
June 2010.
’ ) ) Source: www.TruckGauge.com
Permits authorized for privately-owned TnE"nl"ﬁ "uw
housing were at a seasonally adjusted annual rate of 624,000 in June — an increase of 2.5 percent in May and 6.7 percent in
June 2010. Two Intermodal Paths in the West
Side from the significance as a general economic indicator, housing permits represent the outlook for future housing The Big 3: Japan, Oil, and Inflation (Part 2)

construction and would be of particular interest to carriers, such as flatbed carriers, that are involved with housing ) -
construction. Housing starts are of particular interest to van carriers whose customers supply home furnishings. such as May 2011 trucking conditions

Driver shortage continues, sluggish economy

Housing starts (seasonally adjusted annual rate) b todicad the ..

FTR Driver Labor Index dropped again in July

TL rates continue to remain strong in Q2,
economy...
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Manufacturing sector practically flat in July

AUGUST 1, 2011

RECENT INDICATORS

Inventories remain lean in June

Economic activity in the manufacturing sector
expanded in July for the 24th consecutive

month, but just barely, according to the latest
report on manufacturing from the Institute for 61
Supply Management. ISI's composite PMI 50 Trucking companies add jobs in July
plunged 4.4 points to 50.9 percent. The 56
threshold between an expanding 53
manufacturing sector and a contracting one is 50
50 percent. 47 Food loadings up 0.3% in June

44
Another near-term worry for trucking is that the 41

new orders index — one of the PMI 38

components — dropped 2.4 points to 49.2, 35

meaning that orders actually are contracting. 331

Until July, the new orders index had grown for J'08 N'08 M'09 J'09 N09 M10 J'10 N10 M'11 J'11

24 consecutive months. Comments provided

on the survey suggest that the slowdown in Source: www TruckGauae.com

orders came from domestic demand and that TnE“nl"ﬁ "uw

export orders remain strong, said Bradley Holcomb, chair of ISM's Manufacturing Business Survey Committee.

Driver shortage continues, sluggish economy

ISM Manufacturing Index (50 percent or higher = expansion) hasiedicediha..

FTR Driver Labor Index dropped again in July

TL rates continue to remain strong in Q2,
economy...

Seven of 18 industries that ISM tracks reported contraction during July: Apparel, leather & allied products; plastics & rubber Two Intermodal Paths in the West

products; textile mills; electrical equipment, appliances & components; food, beverage & tobacco products; machinery; and The Big 3: Japan, Oil, and Inflation (Part 2)
chemical products.
May 2011 trucking conditions
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Factory orders down in June

AUGUST 3, 2011 RECENT INDICATORS

Inventories remain lean in June

New orders for manufactured goods droped

$3.8 billion, or 0.8 percent, in June compared

to May. Excluding the transportation equipment

category, however, factory orders actually 218
increased a slight 0.1 percent. ! Trucking companies add jobs in July

New orders for durable goods dropped 1.9 §£ TL rates continue to remain strong in Q2,

percent in June following a 2 percent increase iou] economy...

in May, Transportation equmem orders, 1681 Food loadings up 0.3% in June
which fell 8.6 percent. was a major drag on 1821

durables. 176+

Driver shortage continues, sluggish economy

Durable goods orders (in $millions) hasraditadihe..

FTR Driver Labor Index dropped again in July

New orders for all manufactured goods and 170}

durable goods both are down in two of the last o ::‘; .

three months, suggesting a somewhat weaker 2o J08 008 F09 J09 009 F10 J10 O'10 F11 J'11
outlook for transportation shipments than what

May numbers on their own indicated.

Source: www.TruckGauge.com

TRENDING NOW

Two Intermodal Paths in the West

PHIHT PA GE The Big 3: Japan, QOil, and Inflation (Part 2)

May 2011 trucking conditions
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Inventories remain lean in June

AUGUST 12, 2011 RECENT INDICATORS

Inventories remain lean in June

After inching higher for two months, the ratio of
inventories to sales remained at a seasonally
adjusted 1.28 in June, easing any fears that
manufacturers, wholesalers and retailers 15
might curtail their buying due to fattening 15 Trucking companies add jobs in July

inventories. - i .
:.: TL rates continue to remain strong in Q2,

Inventories and sales both rose slightly in i economy...

June. Total trgde and manufacturer‘s'ales 14 Food loadings up 0.3% in June
seasonally adjusted. were $1.188 trillion, up 13

0.4 percent from May and 12.4 percent higher 13

than June 2010. Meanwhile, adjusted 13

manufacturers’ and trade inventories totaled 1.3

$1.519 trillion, up .03 percent from May and 1.31

11.1 percent from June 2010. J'08 008 F09 J09 009 F10 J10 O10 F11 J'11

Driver shortage continues, sluggish economy

Inventories-to-sales ratio (Total business, adjusted) haa takiiad the .

FTR Driver Labor Index dropped again in July

The inventories-to-sales ratio remains just
slightly above the historic low of 1.25 matched Source: www . TruckGauge.com

in March. This generally is good news for Tﬂﬂmlllﬁ IIUW

trucking companies because it means that any uptick in sales should immediately translate into shipments. -
Two Intermodal Paths in the West

The Big 3: Japan, Oil, and Inflation (Part 2)

PRINT PAGE May 2011 trucking conditions

A
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Truck loadings up 3.4% in June

JULY 26, 2011

RECENT INDICATORS

Inventories remain lean in June

Truck loadings continued to grow slowly in Driver shortage continues, sluggish economy
June versus last month, rising just 0.2% to has reduced the...
Y/Y % Change, Monthly 55.753 million, but the year-over-year growth
185 accelerated slightly, up 3.4%.
148
1.1
7.4

Truck Loadings Outlook

FTR Driver Labor Index dropped again in July
Trucking companies add jobs in Jul

The outlook for truck freight growth is HEVRG ol t ; .
beginning to reflect the sluggish economy. The TL rates continue to remain strong in Q2,
outlook for year-over-year growth for the economy...

3'; Il‘|||“|I.I||||||I||||||||||| second half of 2011 has slipped to just below
a7 | l | | | 3% after averaging over 5% early in this

Food loadings up 0.3% in June

74 recovery. Truckload growth has slowed in the
111 last six months. We expect similar modest
148 growth through the rest of this year with growth

%) -18.5 picking up after the first quarter of next year.
J09 009 F'10 J'10 O'10 F11 J'11 O'11 F12 J12 Should the economic recovery gain steam
[l Truck Loadings Forecast there is a significant upside with strong
capacity utilization implications. Unfortunately,

the downside risks have increased in the near- TnE"nl"ﬁ "uw

Two Intermodal Paths in the West

Source: www.TruckGauge.com
term.

The positive economic mix due to the strong manufacturing sector was not nearly as prevalent during the second quarter. We
expect the industrial sector to pick up once we get farther into the 3rd quarter. This will be necessary to maintain positive year- The Big 3: Japan, Oil, and Inflation (Part 2)
over-year freight growth later this year. Growth should continue to exceed GDP growth due to the positive, manufacturing-

emphasized mix of this recovery. May 2011 trucking conditions
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Truck capacity eased during Q2, still at a high
level RECENT INDICATORS

Inventories remain lean in June

JULY 29, 2011
Driver shortage continues, sluggish economy
has reduced the...
FTR's estimate of truck utilization shows that
the active fleet utilization eased during the FTR Driver Labor Index dropped again in July
% of Active Truck Fleet in Use second quarter after rising during the latter half
of 2010 and settling at a high level during the
start of 2011. We are still approaching the TL rates continue to remain strong in Q2,
second peak seasonal point in the year at ECOROIIY:
relatively high truck utilization. A strong Food loadings up 0.3% in June
recovery during the fall peak would push
utilization into very tight conditions. The
coming regulatory drag will do that anyway in
2012, even without strong economic growth in
the second half of 2011.

Active Truck Utilization

Trucking companies add jobs in July

..
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) 1 T 7T = TTT1 Figuring out truck capacity remains an inexact
J09 009 F'10 J10 O10 F11 J11 O'11 F12 J12 science, but we continue to say three things:

[l Heavy Duty Truck Utilization Forecast The market is tight. It will get tighter. Coming THE"nI"G "uw

regulations are about to create the mother of
all capacity crunches.

Source: www.TruckGauge.com
Two Intermodal Paths in the West
Utilization shows that the active fleet utilization eased to 95% for all of Q2 — as weaker economics began to filter through to the
truck sector. Despite the very weak economic data, the truck markets have, so far, had only a limited negative impact.

We have likely peaked out until regulatory impacts come. Our data assumes that the HOS regulations are implemented in mid- May 2011 trucking conditions

The Big 3: Japan, Oil, and Inflation (Part 2)
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FTR Drwer Labor Index dropped again in July

AUGUST 9, 2011

RECENT INDICATORS

Inventories remain lean in June

Driver shortage continues, sluggish economy

Driver Labor Index Driver markets continue to tighten - TR

. . despite labor weakness.
o,
Potential Driver Pool, Y/Y % Change The FTR Driver Labor Index dropped 0.2% in FTR Driver Labor Index dropped again in July
July, its second consecutive decline. The index
remains below its year-ago level for the sixth
| I straight month, down 0.6%. A falling index TL rates continue to remain strong in Q2,
| ||||||II||I

Trucking companies add jobs in July

indicates a smaller pool of possible drivers. economy...

rprT U.S. Employment Situation Food loadings up 0.3% in June
July's employment report was welcome news.
The addition of 117k jobs was still below
replacement levels but was significantly higher
: than both expectations and recent months.

J09 009 J10 A'10 J10 010 J'11 A.”. J11 Plus, June and May were both revised
upwards
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[l Driver Labor Index

Source: www.TruckGauge.com

Trucking added only 1k jobs in July.

Manufacturing continued its nine month streak. TnE"nl"ﬁ "uw

up 24k. Construction also rose, gaining 8k jobs. The labor force dropped for the second straight month and the unemployment

rate inched down to 9.1%._ It has hovered around the 9% mark since the start of the year. Two Intermodal Paths in the West

NOTE: The Big 3: Japan, QOil, and Inflation (Part 2)

A rising index indicates that the potential driver pool has increased. A falling index indicates that the potential pool has shrunk. ) -
May 2011 trucking conditions

| =
00 ©0 0o
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TCI in June is little changed for last 2 months

JULY 29, 2011 RECENT INDICATORS

Inventories remain lean in June

The Trucking Conditions Index (TCI) was Driver shortage continues, sluggish economy
relatively unchanged in June for the second has reduced the...

0=Neutral, Monthly straight month. | At 7.7 the index remains
firmly in positive territory but is well below its
recent peak level of 13.3 in March. Trucking companies add jobs in July

Trucking Conditions Index

FTR Driver Labor Index dropped again in July

After peaking in March, the Trucking TL rates continue to remain strong in Q2,
Conditions Index has softened in response to economy...

weaker economics. None-the-less, the
combination of strong manufacturing output
and driver shortages has the index firmly in
positive territory.

Food loadings up 0.3% in June

The TCI will remain in modestly positive
-22.77 y

J09 009 F10 J10 010 F11 J11 O'11 F12 J12 territory until the combination oftonngge
growth and regulatory drag on capacity fuel an

increase. Trucking conditions are expected to
Source www TruckGauge com exceed those of the general economy,

especially in 2012. Tightness in driver hiring is Tﬂﬂlm"ﬁ "ﬂw

Two Intermodal Paths in the West

[l Trucking Conditions Index Forecast

enough to keep pricing firm until the economy reaccelerates.

We still expect conditions to peak in 2012 when regulatory pressures hit full stride. There still is no firm implementation date for e } }
the HOS regulations and the possibility of litigation could further delay the start. The Big 3: Japan, Qil, and Inflation (Part 2)

The weaker TCI shows that trucking has soured recently, but the fact that it is still above zero highlights that the industry is May 2011 trucking conditions

A
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This recovery has been good for manufacturing.

Manufacturing Recoveries Compared —
Growth In First 7 Quarters

24.3%

20.6%

1% -0.2%

Business Investment- Total Industrial Production Real Exports
Equipment

M Previous ™ Most Recent

Sources: FTR Associates, Transport Fundamentals

P, Manufacturing is good for freight.

Copyright — Transport Fundamentals
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Anatomy Of A Slowdown

Changes to GDP Growth Since 2010:2

By Major Sector
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Sources: FTR Associates, Transport Fundamentals

>>>»»»  We should expect some additional growth just by returning to recent
averages.

Copyright — Transport Fundamentals 14



The FTR Measure is flat.

Truck Tonnage
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Sources: FTR Associates

o

The is before the latest economic revisions.

Copyright — Transport Fundamentals

15



We are a long way from fully recovered from the

1.40

recession.

Tonnage Forecasts
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Sources: FTR Associates, Transport Fundamentals

W

We are half way back.

Copyright — Transport Fundamentals
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The big industry problem remains drivers. Let’s look
first at the long term issues

Supplemental Labor Force Statistics

20,000,000
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0 -

Jobs

Manu & Construction Illegal Immigrants

= 2000 m 2010

Sources: Eaton, BLS, Transportation Fundamentals

>>>»»» During the ‘Oughts these stats added driver candidates.

Copyright — Transport Fundamentals

17



In the ‘Teens the trends turn negative.

Yearly Additions To The Labor Force

3,000,000

2,500,000

2,000,000
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o _
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® 2000-2010 m 2011-2020

Sources: Eaton, BTS, Transportation Fundamentals

> The additions to supply drop by 75%.

Copyright — Transport Fundamentals
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The big immediate problem is the need to expand hiring capacity.

Annual Hiring Requirements
1200000

1000000
800000
600000
400000 -
200000 -

0 -

-200000 -

-400000

| -

Drivers

Downturn Normal Recovery

W Turnover M Growth ™ Catchup

Source: FTR Associates, Transport Fundamentals

> It will take several years before the conservative fleets
build sufficient hiring capacity to meet this demand.

Copyright — Transport Fundamentals 19



Next year the government will be magnifying the
challenge.

Regulatory Drags

500,000 .
. 450,000 @ Hiring Drag
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&
>

Sources: FTR Associates, Transportation
Fundamentals

> When monthly variation is added the peak shortage tops 500,000 units.

Copyright — Transport Fundamentals

20



Here is how this cycle compares to the last one.

Cycles Compared

Units 1.000’s

2004 2005 2006 2011 2012 2013

M Cycle Drag ® Regulatory Drag

Sources: FTR Associates, Transport Fundamentals

>>>»»» The crisis is building as the recovery matures.

Copyright — Transport Fundamentals



Truckers are pricing like they have some market power.

Truckload Pricing
16%

14%
12%
10%

8% ® Without Fuel
6% M Total

4%

2%

0% -

Sources: Transport Fundamentals

YOY Change

>>»»»  They woke up this spring.

Copyright — Transport Fundamentals



The pricing issue is a big deal for supply chains.

Real Change In Truck Costs
0.8

0.6

0.4

0.2

O -

-0.2 -

-0.4 -

-0.6
1980-2000 2000-2020

Sources: Transport Fundamentals

>>>»»»  Supply chain design will change to include more inventory.

Copyright — Transport Fundamentals 23
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