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CURRENT STATE

Truck Driver Recruiting & Retention Trends for 2022. Creating
career paths by starting drivers out in smaller vehicles that
don't require a CDL, fleets can provide training and support
for them to get their Class A CDL and “career-path them into
more advanced roles,” Shaver said. “Another trend that

we've coached for a long time, but that we saw in 2021 and |
think will become a lot more prevalent, is not only identifying a

career path for a professional driver, but articulating it well, to
the outside folks, but also internally.” Moving up a career
ladder would mean new challenges and more pay for drivers
at each level. That might involve starting a driver in a local

position and advancing them to a regional position or starting

a driver in a standard CDL role and helping them to obtain
their hazmat endorsement. Another option would be to help
drivers develop the skills needed to put them into a trainer
role, “where not only can they help the company grow, but
they can also increase their income and their status as a
mentor and a trainer within the organization,” Shaver said.
And the desired career path will vary from driver to driver.

Outbound Tender Reject Indesx, (United States of America) = ==

National tender rejection rates continued to converge with
last year's values as they edged slightly higher to 21.6% by the
end of the week. Even small increases in the Outbound
Tender Rejection Index (OTRI) have significant meaning in
January because this is traditionally the slow period for
shipping freight. Not only has capacity not grown nearly
enough to handle the current demand, but the imbalance of
freight flow has also contributed to the capacity shortage...

MARKET FORECAST

During a client event, we spoke to a few private LTL carriers
about tfonnage trends in January. Each carrier noted a drop-
off in shipment and tonnage trends this month, which they
believe reflects terrible weather earlier in the month and the
spike in COVID cases. So, all the carriers expect fonnage
tfrends to improve in February-March, and each noted that
comps are easier in February because of last year's polar
vortex. One carrier noted that its shipment count had declined
8%-10% in January, with a similar reduction in drivers and
dockworkers due to COVID cases. So, even if the volumes
were there, our contact wouldn't have been able to move
them all. So he thinks volumes are getting pushed out a bit,
and this carrier is increasingly confident about a strong spring
recovery. Another carrier noted that its December shipmenfts
increased 8% year over year, but its January shipments are
tfrending down 5% year over year and 12% sequentially, which
is worse than usual. This carrier echoed the impact of COVID
with January cases for this carrier’s workforce up 250% from
3Q. A third carrier we met with noted a more modest shipment
drop of 5%-6% in January, which he also attributed to COVID
and weather. The good news is that pricing trends remain
strong, with an 8% increase in revenue/shipment in both
months.
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December industry heavy truck orders fell 55% year over year
to 22.8k units but were up 130% month over month as 2022
order books were opened and now appear to be already sold
out. Due to delays, several 4Q deliveries have been pushed
into 1Q, adding additional order limitations. This indicates
supply chain constraints likely continue to extend into the
second half of 2022. Medium duty orders decreased
sequentially to 18.1k in December vs. 23k in November,
decreasing 49%.
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INDUSTRY INSIGHT

The Port of Long Beach currently has 11 container vessels at berth and
3 container vessels at anchor/at drift within 40NM destined for POLB's
marine terminals. The average at anchor is 3.7 days.

Port of
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PROJECTED VESSEL CALLS

Week | Date Blank Sailings | Extra Loaders | Planned Calls

Total Calls
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Week | Date Export Loaded | Export Empty
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AVERAGE TERMINAL GATE TURN-TIME (MINUTES)

Terminal | Day Shift | Night Shift
Pier A 57 62
c 3 37

& a 123K (135
116 100

Average turn-times vary by terminals, and based on terminals' data from the previous week Revised 2/07/2022

Level 4 Autonomous Vehicles Expected to Take Hold in 2024. Panelists
said that autonomous vehicles on the higher end of the technological
scale might only be a couple of years away from greater adoption at
a CES 2022 session on Jan. 5. Vehicles with autonomous capabilities
typically are organized in classes, with Level 5 being the highest. Level

1 is the lowest automation class and is defined by including a single
automated system for driver assistance such as steering or cruise
control. Level 4, on the other hand, does not require human interaction
in most circumstances. But a driver still has the option to override
manually.

Roboft trucks get U.S. tests, raising self-driving safety stakes. The push to
get driverless frucks on the nation’s roadways comes as safety
concerns, and the pace of development has delayed the adoption of
fully autonomous passenger vehicles. Tesla Inc. has come the closest
with its Autopilot feature, a driver-assistance system, but is the subject
of a probe by U.S. auto safety regulators. The legislation says the
industry needs to get more fully autonomous vehicles on the road has
been stalled in Congress. Questions over safety are amplified by the
thought of 18-wheelers weighing 80,000 pounds (36,300 kilograms)
barreling down U.S. highways. According to the National Highway
Traffic Administration, safety advocates say the technology is sfill
unproven and may lead to more fatal crashes, given that 12.6% of all
crashes on U.S. roads in 2020 involve a large truck.

U.S. truck shipment totals slowed in the fourth quarter, but the price of
moving those goods increased, according to the quarterly report by
U.S. Bank. But the decline in the amount of freight shipped did not
translate into reducing costs. There were fewer shipments and higher
tfrucking costs in the 4th quarter. The U.S. Bank Spend Index rose 8.4%
compared to the third quarter. Even more notable was the full-year
figure, which was up 26.5% from 2020 and 21.5% over 2019.
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INDUSTRY INSIGHT

Each quarter various Wall Street Analysts survey some of the
largest shippers (i.e. traffic managers) in the country about
their pricing and volume expectations across all freight modes.
Below are the top 10 takeaways from one of those surveys:

1.

Shipper budget expectations remained near historical
highs in the history of our survey, with shippers
expecting their overall freight spending to increase
11.3% year-over-year. Shippers expect their same-
store volumes to increase 5.4% over the next 12
months, decelerating just slightly from last quarter.
Approximately 42% of shippers cited lower year-over-
year inventory levels, improved from a peak of over
60% last year. Meanwhile, 45% of shippers noted that
their inventories remain below targeted levels,
improved from a record 62% of shippers previous
quarter. Most shippers (65%) expect to reach
targeted inventory levels by the middle of the year,
which could lead to slower freight demand later in
2022 and into 2023.

Amidst big supply chain disruptions and delays at the
West Coast ports, nearly 60% of shippers are shifting
some imports to East Coast ports, over 40% of shippers
have shifted some ocean freight to air freight, and
over 35% of shippers are shifting inland freight moves
from infermodal to expedited trucking. Shippers plan
to divert additional freight away from the West Coast
ports this year ahead of potential labor disruptions this
summer.

Our survey results reveal record expectations for TL,
LTL, intermodal, and U.S. parcel rate increases.
Among all modes, shippers have the highest
expectations for TL rate increases over the next year.
Over 95% of shippers cited TL capacity tightness, and
with no signs of TL capacity starting to ease, shippers
expect TL contract rate increases of nearly 6% in 2022,
up from +5% last quarter.

LTL capacity remains extremely tight, and shipper
expectations for LTL rate increases (+5.5%) set a new
record in the history of our survey.

Shippers expect their rail rates to increase 3.7% over
the next year, decelerating slightly from last quarter,
although still historically high. Meanwhile, rail service
ratings improved modestly from last quarter to their
highest level in the past year.

Shippers expect a 5.0% increase in infermodal rates
over the next year, the highest level in the history of
our survey. Shippers also expect to start shiffing some
volumes back to intfermodal over the next 6-12
months as supply chains improve.

Pricing expectations for UPS and FedEx reached
record levels with higher list rate increases in 2022 and
record compliance levels with those increases.

. Other tidbits: Amidst massive supply chain disruptions

and record air & ocean rates, a record number of
shippers in our survey (60%) expect to in-source or
near source some of their production over the next
several years. Meanwhile, our survey indicates that
market share losses may start to stabilize for C.H.
Robinson.
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