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CURRENT STATE

1 a wall street interview with an industry analyst, a large retailer
discussed recent LTL, TL, and intermodal trends. This retailer is
entering info LTL negotiations over the next few weeks and expects
base rates to increase by approximately 4%, offset by lower fuel
surcharges and accessorial fees. So this retailer expects his all-in LTL
rates to be flat to down slightly. On the TL side, the retailer primarily
uses the brokerage businesses of asset-based truckers and is seeing
his rates decline low-double digits with very high tender
acceptance rates right now. And on intermodal, this retailer
expects his base rates to fall around 5% this year and all-in rates to
decline even more, including lower accessorial fees and more
equipment free time. Following SNDR's move to the UP, this retailer
shifted some freight to JBHT on specific lanes where he was worried
about the UP's service/capacity. But on the freight that remains with
SNDR, this retailer is pleasantly surprised that service remains
relatively strong. This contrasts with KNX's fransition from BNSF to UP a
year ago, which was a lot choppier initially. Lastly, they spoke with
this retailer regarding inventory trends. They are currently over-
inventoried but expect to return to more normal inventories by the
end of Q2. That said, it depends on the economy, and if they see
more of a consumer slowdown, it could take longer than expected
to getinventories down.

TL Spot Freight vs. TL Spot Capacity Index
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Truckload spot market demand declined over the last 30 days,
with commentary highlighting softening organic demand and
normalizing inventory levels. Spot market demand through
mid-November is down 40% year over year, and spot market
capacity is up 75% yearly to its highest level since early COVID
(Q1 2020).

MARKET FORECAST

Proposed federal rule threatens independent contractor model in
frucking. Supply chains across the country would be threatened
by a proposed rule from the US Department of Labor that, if
enacted, would help end the classification of truck drivers as
independent contractors, opponents of the proposal say. While
not identical, they say the Labor Department’s proposed rule has
similarities to the ABS worker classification regulation that ended
the owner-operator model in California. The Labor Department’s
proposed rule under the Fair Labor Standards Act, as currently
written, would make it much more difficult for companies to
protect the independent contractor status of the owner-
operators who confract with them, Gregory Feary, president, and
managing partner at the transportation law firm Scopelitis,
Garvin, Light, Hanson & Feary, told the Journal of Commerce. If
the proposed rule becomes law, it will effectively replace the
decades-long dominance of the independent confractor model
in frucking with an employee-driver model that some trucking
companies feel is more costly and less efficient. Feary said there
are currently about 350,000 independent fruckers in drayage and
over-the-road frucking in the US.

Preliminary Class 8 truck orders finish 2022 with declines. FTIR
reported that prior December net orders, 28,300 units, were down
for the third consecutive month, decreasing 21% compared to
November, with orders “quickly moderating,” said FTR. But on a
year-over-year basis, December orders are up 25%, with orders
over the last 12 months coming in a cumulative 302,000 units.
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Dry-Van TL Contract Rates vs Spot Rates
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Confract rates have followed spoft TL rates lower into
December, given weaker organic demand frends, more
available capacity, and lower fuel prices. By provider, brokers
lower contract rates faster than asset-based carriers (down 5-
15% vs. down 0-5%). We believe overall TL pricing will decline 5-
10%+ in 2023, with brokers lowering prices by 20-30%. Some
experts predict that this trend could turn in late Q1 or early Q2,
with spot rates furning higher first low to mid-single digits by the
end of the year and contract rates following with a quarter or
two lag.
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INDUSTRY INSIGHT

The Port of Long Beach currently has six container vessel at berth and
one container vessels at anchor within 40NM destined for POLB's marine

terminals. The average at anchor is 0 days.
Port of
LONG BEACH
THE PORT OF CHOICE

@ Import Loaded @ Export Loaded @ Empties @Total Calls

PROJECTED WEEKLY VOLUME (TEUS)
el | Date Imnport Loaded | Export Loaded 200%

3 0171552023 56,712 19,713 43649

4 Di/222023 sg522 3785 45153

5 01/20/2023 5026 763 75752 150¢

6 D/U5/2023 £4720 17,313 47840

T 02M2s2023 52797 25663 54315 2
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PROJECTED VESSEL CALLS 100K z
Week | Date Blank Sailings | Extra Loaders | Planned Calls .
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3 D1/15/2023 2 0 16 e

4 D1/22/2023 2 0 12

5 01/20/2023 3 0 FE

6 02/05/2023 2 0 16 N

T 02M2s2023 5 0 22 o

ESTIMATED CONTAINER MOVE TYPES (TEUS)

I.'.Jate Import Local | Import On-Dock | Import Off-Dock | Export Local | Export On-Dodk | Export Off-Dodk
3 01/15/2023 42,346 14,403 3202 16,138 5420 1220
4 /2272023 44,052 15200 2,300 17,121 cear 1295
5 01/29/2023 72135 24536 5454 27491 8351 2,079
6 02/05/2023 42273 14380 3197 16,112 5430 1218
7 0211252023 Ez.a1 17,966 3,004 20,130 6,247 1522

ESTIMATED EXPORT AND EMPTY RETURNS (TEUS)  @import Lozded @Export Lozded @ Empriss

ek | Date Export Loaded | Export Empty

3 0M/15/2023 19,713 41400
4 0M/22/2023 23,788 41,704
5 01/28/2023 29,763 78554
6 02/05/2023 17.213 44400 270
7 02M2s2023 25,663 £1.661

AVERAGE TERMINAL GATE TURMN-TIME (MINUTES)

Terrinal Dy Shift | Might Shift

Piar A 56 57
Piar C 28 20
Piar E (LECT) 40 43
Pier G (T5) 45 6 I
Fisr 1 (FCT) o 53 16K (16%
Piar T (TTI) &1 63

Average tum-times vary by terminals, and based on terminals’ data from the previous week Revised 1/9/2023

Double-digit US import declines to accelerate through spring. "After
nearly three years of COVID-19's impact on global trade and consumer
demand, import patterns appear to be returning to what was normal
before 2020," Ben Hackett, founder of Hackett Associates, said in the
Global Port Tracker (GPT), released Monday by the NRF and Hackeft
Associates. Retailers now forecast double-digit year-over-year declines
in US imports for each month through May. GPT, published monthly,
contfinues to accelerate its forecast forimport declines. January's
imports are now forecasted to drop 11.5 percent from January 2022; in
the December GPT, the forecast was for an 8.8 percent drop.

Apprenticeships open opportunities for trucking industry careers.
Cheyenne Martinez is grateful for Werner Enterprises' apprenticeship
program because if led to a job with the company. "l found out about
the program when | was a student at Roadmaster Truck Driving School,"
she said. "A recruiter spoke to us about the apprenticeships and how
Werner supports the military, which made me decide to drive for
Werner." Martinez was an active Army reservist at the time she joined
Werner.

Smaller parcel carriers expanded capacity and coverage in 2022.
Companies like LaserShip/OnTrac, GLS, and The Frontdoor Collective
made strides in growing their processing capacity and entering new
markets as they looked to satisfy shippers' hunger for carrier options
beyond FedEx and UPS. The growth isn't expected fo stop any time
soon, as regional carriers like Better Trucks plan to boost their coverage
even further in 2023.
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INDUSTRY INSIGHT

ATA truck tonnage index decreased by 2.5% in November.
American Trucking Associations’ advanced seasonally adjusted
(SA\) For-Hire Truck Tonnage Index fell 2.5% in November after
slipping 1.2% in October. The index equaled 114.7 (2015=100) in
November versus 117.6 in October. For-hire truck tonnage saw
the most significant single monthly decrease in November since
the start of the pandemic and a total drop of 3.7% in October
and November,” said ATA Chief Economist Bob Costello. “The
decreases match anecdotal reports of a soft fall freight season
and a slowing goods economy generally. Housing-related
freight is fragile.”.

Eroding each month, a minority of contacts reported paying
higher TL rates year over year in November. Respondents noted
that price is falling month over month, but carrier contract rates
remain higher yearly due to the time lag of contfracts. We
expect nearly all shippers to see price deflation in 2023 from
carriers and brokers.

Sources Reporting Higher Dry-Van Rates from Carriers
(year-over-year)
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Autonomous trucking developers slow their roll. Uber Freight
announced Wednesday that Volvo Autonomous Solutions
would be its first digital freight partner with a fruck
manufacturer, and when? That was the first question. But it was
the wrong question to ask. As autonomous trucking
announcements come almost weekly, it is possible to become
jaded. The declarations are neither equal nor treated as such.
Give Uber Freight and VAS credit for explaining the difficulties
of their goals instead of hyping a specific date. “We don't talk
about timing the same way the tech players do because we
don’'t have that need,” Sasko Cuklev, VAS head of on-road
solutions, told me. “We feel confident in our fime plans. Exactly
when that will happen, let’s see.” When Cuklev began working
on autonomy at Volvo Trucks in the last decade, he watched
as promises for driverless trucks to hit the road came and went.
First, it was 2019. Then 2021. “Now the industry is talking about
'24,'25. You have some more aggressive players talking about
next year,” he said. "I am not sure if it will happen next year, but
let’'s see. When it happens, we will be there.”.

While dry-van and refrigerated markets are outperforming due
to more robust industrial activity exposure, flatbed spot market
rates are down 25% from their June peak with lower gas prices
and seasonal demand. Flatbed spot rates are 10% below year-
ago levels and ~flat month over month. While likely declining
into 2023, most industry analysts believe flatbed prices should
see less downward movement relative to dry-van markets with
steadier industrial production and less supply expansion.
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