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CURRENT STATE

During meetings with a private TL carrier, we compared notes on
recent industry frends. This carrier noted that Q1 was very 1004- 1023, 1995 = 100

challenging with revenue down 13% year over year, and April and 247 . A8
May have not shown any signs of improvement. So as more bids are 4
implemented at lower rates, this carrier expects Q2 could be slightly
worse sequentially. So far this bid season, this carrier is seeing over-
the-road contract rates decline mid-double digits, while Dedicated
rates are still fracking up low- to mid-single digits. Our contact thinks
over-the-road contract rates have bottomed but he thinks
Dedicated rates will deteriorate over the course of the year as new
business comes on at considerably lower pricing than rates with
existing customers. So, while this carrier expects to grow its

Stephens Loaded Rate / Mile Index Quarterly Comparison
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Stephens Truckload Rate Index (1995=100)

Dedicated fleet throughout the year, he expects sequential margin IS I B Bl s e Bl it
and eo’mlngs pressure as the year progresses. This carrier added On a sequential basis, the Q1 2023 Stephens TL Rate Index
that he's never seen a bid season as busy as the current one as decreased 3.9% from the Q4 2022, which underperformed the

shippers are pulling forward bids to take advantage of the weak
market to get lower rates. Finally, this carrier does not expect a
material recovery in freight until 2024, but he does think indicators
are pointing to a bottoming of freight. He thinks spot rates have
bottomed, inventories are normalizing, and capacity is starting to
exit at a faster rate.

historical average (5-year period from 2015-2019) sequential
decrease of 3.5%. Despite the market potentially bottoming in
March/early April, we expect rate per loaded mile to
underperform normal seasonal patterns sequentially and see
accelerating rates of decline on a year over year basis in Q2
2023 as significant negative contract rate revisions, in terms of
magnitude and volume, more fully take effect in the Q2..

MARKET FORECAST

Top U.S. Shippers Industry Update: U.S. foy imports ‘normalizing’

after slipping from record 2022. A surge in demand for toys and Flatbed TL Contract Rates vs Spot Rates

games in late 2020 and throughout 2021 reverberated in “unusual - m=SpotTlRates  mmmContract Tl Rates
sales patterns” in 2021 and 2022, as Hasbro CEO Chris Cocks put May 23
it, resulting in a year in which volume was heavily front-loaded in 70

the first half. Cocks said Hasbro expects U.S. foy demand to begin

to “normalize” by the fourth quarter of 2023. He also said the 320

company’s sales pattern will return to a more typical seasonal

cadence; Hasbro is projecting that 60% to 65% of its sales will $270

come in the second half in 2023, a “more historically normal” ratio

than the 57% of sales the company reported for the second half $2.20

last year.

America’s Factory Boom Drives Sales Surge for Excavators, Steel S1.70

and Trucks. Manufacturers of construction equipment, trucks, 6120

building supplies and industrial software are sfill ringing up sales, 06 6A AN
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despite slowdowns in other parts of The u.s. economy.'A backlog &«\Q\ss@%%@«\Q\«Heq&c@\oos@q&%@«\\, (R
of orders stemming from supply-chain bottlenecks during the

. . . Source: DAT, Cleveland Research Analysis
pandemic and higher demand from new factories under
construction have boosted manufacturing companies, helping
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offset the effects of rising interest rates and weakening U.S. While fairly steady during the past 4-5 months, flatbed spot
economic growth. "We feel good about the market conditions,” market rates are down 23% from their June peak with lower gas
Caterpillar Chief Executive Jim Umpleby said late last month after prices and slower industrial demand. While overall rates are

the construction-equipment maker’s quarterly sales rose by 17% likely lower throughout 2023, analysts expect flatbed prices will
from the same period last year and profit increased by 26%. “Our see less downward movement relative to dry-van markets with
first-quarter results lead us to expect that 2023 will be even better steadier industrial production and less supply expansion.......

than we previously anticipated.”
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INDUSTRY INSIGHT

The Port of Long Beach currently has 7 container vessels at berth...
Average at anchoris 0 days.......

WAVE

Weekly Advance Volume Estimate

Port of
LONG BEACH

THE PORT OF CHOICE

PROJECTED WEEKLY VOLUME (TEUS)
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ESTIMATED EXPORT AND EMPTY RETURNS (TEUS) @ import Losded @Export Losded @ Empies

Week  Date Export Loaded | Export Empty

21 05/21/2023 25787 41,701

22 21,836 49355 K (472
23 23 26,336 47,110

24 06/11/2023 28,090 50412 2

25 06/18/2023 23,036 49275
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Average turn-times vary by terminals, and bosed on terminals’ data from the previous week

Labor Deal at West Coast Ports Comes into View. Contract talks
between unionized longshore workers and employers at West Coast
ports appear to be headed info their final stretch following agreements
on several major issues, potentially clearing the uncertainty that has
been hanging over U.S. importers heading info their crucial fall selling
season. Some shipping officials familiar with the talks hope a tentative
agreement could be reached by June, ending a contentious period in
port labor relations that prompted some of the country’s biggest
retailers and manufacturers to shift goods away from the region to avoid
possible disruptions.

U.S. frucking adds jobs in April as manufacturing expands. For-hire
trucking companies in the U.S. continued their hiring streak in April,
adding 12,600 real jobs from March and 14,000 jobs over two months,
according to non-seasonally adjusted data from the Bureau of Labor
Statistics (BLS). The data, published Friday, shows that motor carriers in
April were expecting a seasonal rebound in the U.S. economy in the
months ahead that will fill more trucks and frailers. Carriers hiring more
employees, not limited to drivers, may also be responding to
improvements in U.S. manufacturing and to greater demand for
dedicated services. “The rise in new orders hints at a tentative revival of
demand, notably from consumers, but there are also signs that fewer
customers are deliberately winding down their inventory levels,” Chris
Williamson, chief business economist for S&P Global Market Intelligence,
said in a May 1 statement.
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INDUSTRY INSIGHT

Truckload spot market demand remains much lower year over
year but stable month over month over the last 30 days with
commentary highlighting softening organic demand and
normalizing inventory levels.

TL Spot Freight vs. TL Spot Capacity Index

—— Spot Market Freight Index —— Spot Market Capacity Index
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Electric Truck Options Expand. The base price of a Class 8
battery-electric truck is between $350,000 to $500,000, or three
to five times that of a diesel. Meanwhile, 13 states and the
District of Columbia, representing more than 40% of the U.S.
population, have passed or are considering rules similar to
California’s phased-in sales mandate for zero-tailpipe-emission
trucks. Aulbur said the United States is ahead of Europe but
trails China in electric vehicle development. The IRA gives
manufacturers a 10-year window of security for investments. It
also helps the United States control raw materials and remain
strategically independent.

Slowing slightly from prior month, the April 2023 reading of the
Logistics Manager’s Index (LMI) remains marginally in growth
territory (above 50 indicates expansion, below 50 indicates
contraction). A decline in transportation capacity and
warehouse utilization offset increased transportation prices.

Logistics Managers' Index (LMI)

=== |MI| = Transportation Prices

Transportation Capacity = Warehousing Utilization
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April Class 8 Sales Up 19.4% Year-Over-Year. U.S. Class 8 retail
sales in April increased 19.4% from a year ago but declined on
a month-to-month basis, Wards Intelligence reported. Class 8
sales for the month reached 22,741 units, up from 19,052 in April
2022 but down 8.4% from the 24,823 sold in March. Truck retail
sales have experienced a year-over-year increase every month
this year. Freightliner, a brand of Daimler Truck North America,
once again led sales with 8,580 trucks moved, good for a 37.7%
market share. Navistar notched the largest year-over-year
increase, as sales of its International brand trucks jumped 59.4%
to 3,046 units from 1,911 last year. 1-888-870-2726



