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CURRENT STATE

On a Wall Street Analysts podcast, a large consumer products
shipper said the following about recent TL trends. This shipper is
currently working on a dry van bid, and after initial rounds, he
expects double-digit rate reductions on average from a mix of
asset-based carriers and brokers. Brokers continue to offer the most
competitive rates to win more business, but notably, this shipper is
seeing a dichotomy right now among his asset-based carriers. Some
of the larger asset-based carriers think contract rates will trough in
early 2024 and are trying to hold their rates flat to account for a
potential inflection mid-contract. On the other hand, some carriers
are willing to offer more significant rate reductions to win more
shares. While working on the bid, he sees a very loose dry van
market, with tender acceptances at all-time highs. He doesn’t think
capacity is materially exiting the market and is not forecasting
contract rates to inflect soon. So, with this bid, he plans to increase
his broker mix in the near term.

Meanwhile, this shipper started planning his next refrigerated bid in
early 2024. A few months ago, he expected his reefer rates to
increase next year, but now he wouldn't be surprised if the same
dynamic from his dry van bid plays out during the reefer bid, with
some asset-based carriers holding rates firm and others offering
reductions. As he plans for 2024 and beyond, this shipper will
negotiate long-term contracts with strategic carriers,
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Dry-van TL spot rates (incl fuel) through early August are
down 15% year over year and down slightly versus July.
Rates are now near 2017 levels. While rates appear
at/below break-even profitability, this analyst's work
indicates trucks willing to run to cover cash flow.

MARKET FORECAST

U.S. trucking hiring slowing amid soft freight demand. The hiring
surge by U.S. frucking companies is receding, with the number of
new jobs created in July falling short of expectations after several
monthly gains this spring, but overall employment remains at an
all-time high. Trucking firms added only 1,200 jobs in July before
seasonal adjustment, compared with more than 11,000 jobs
added in July 2022 and 2021 and more than 10,000 in 2020,
according to the U.S. Bureau of Labor Statistics (BLS). The 1,200
jobs gained last month was even smaller than the previous low
record for the past decade, 2,100 jobs in July 2016.

When looking at the projected spot rate forecast, we see that
many analysts are projecting significant increases in those spot
rates.

FreightWaves Spot Rate Forecast

FreightWaves National Truckload Index Forecast, (United States of America) |
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Dry-Van TL Contract Rates vs Spot Rates
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Contract rates move slightly lower into early August, given
weaker organic demand trends, more available capacity, and
lower fuel prices, while Spot TL rates move higher. Our work
indicates brokers lower contract rates faster than asset-based
carriers (down 20-30% vs assets down 5-10%). Overall, T.L.
pricing will likely decline 10-15% in 2023.
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INDUSTRY INSIGHT
The Port of Long Beach currently has eight container vessels at berth...

The average at anchoris 0 days.
Port of
LONG BEACH
THE PORT OF CHOICE
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Week  Date Blank Sailings | Extra Loaders | Planned Calls
1 14
0 12
0 0 14
1 0 14
1 0 16

41344 14233 2164 15,947 5424 1,206
69,169 23527 5230 26,360 8966 1,993
50.612 17.217 3827 19,291 6,561 1459
45750 15,561 3459 17.436 5930 1318
85175 18767 4172 21,027 7152 1,590

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

pti
Week  Date Export Loaded = Export Empty
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AVERAGE TERMINAL GATE TURN-TIME (MINUTES)

Terminal Day Shift | Night Shift

4 22

Piar A

Pia 26 21
42 47
M4 0

Pier J (FCT) 66 57

Pler T(TTI) 64 52

Average turn-times vary by terminals, and based on terminals’ data from the previous week Revised 8/14/2023

No U.S. freight rebound until 2024: Inflation is falling, and the U.S.

economy is expanding faster than anticipated, but U.S. freight demand

isn't rebounding. Instead, the freight downturn that began in the fall of
2022 will likely last through the end of the year, and for the U.S. trucking
sector, it could stretch into the second quarter of 2024, speakers said
during a Journal of Commerce webcast Thursday. And even when
demand rebounds, they expect modest growth, absent any
unanticipated disruptions. “We think the truckload spot market has hit
bottom,” Chris Caplice, chief scientist at DAT Freight & Analytics, said
during the webcast. “We're set up to start arecovery, but | agree it's
probably two-quarters away, maybe three.” Lower manufacturing
output and overstocked inventories are two reasons for the extended
downturn, along with record levels of employment in trucking and the
continued presence of excess capacity. “When you combine a 2%
decrease in ton-mile activity with a 3% to 4% increase in trucking
employment, you've got a recipe for a very soft market,” said Jason
Miller, associate professor of logistics at Michigan State University.

The jump in July FTL demand has not impacted either tender rejection
rates or the spot market. Capacity remains abundant and capable of
handling the unseasonable surge for the most part. The national
Outbound Tender Reject Index (OTRI) fell from a July 1 peak of 3.89% to
2.9% on July 18. It rose to 3.23% by Thursday, which is marginal at best.

The National Truckload Index (NTI), which measures spot rate trends, has

dropped 4.3% since July 6 with no signs of changing course.
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INDUSTRY INSIGHT

Truckload spot market demand remained lower year over year
and declined further over the last month, with channel
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

60.00 200

180
50.00

160

140
40.00

120
3000 100

080
2000

060

040
1000

020
000 000

Jan-18 May-18 Sep-18 Jan-19 May-19 Sep-19 Jan-20 May-20 Sep-20 Jan-21 May-21 Sep-21 Jan-22 May-22 Sep-22 Jan-23 May-23

U.S. trucking hiring slowing amid soft freight demand. The hiring
surge by U.S. frucking companies is receding, with the number
of new jobs created in July falling short of expectations after
several monthly gains this spring, but overall employment
remains at an all-fime high. Trucking firms added only 1,200 jobs
in July before seasonal adjustment, compared with more than
11,000 jobs added in July 2022 and 2021 and more than 10,000
in 2020, according to the U.S. Bureau of Labor Statistics (BLS).
The 1,200 jobs gained last month was even smaller than the
previous low record for the past decade — 2,100 jobs in July
2016.

As the transition toward electric vehicles (EVs) confinues to gain
momentum, the industry is taking this green mobility revolution
to the next level. With EV infrastructure becoming more
accessible, investors pay attention to this frend as consumers
embrace the new technology. CatScale Auto veteran Ford
and EV superstar Tesla announced a deal to share access to
charging networks. The news lifted both companies’ stock
prices by over 7%, signaling investors to view the partnership as
a net positive for the industry. The pace of the EV transition is
accelerating. An anficipated two-thirds of all new cars in the
U.S. will be electric vehicles (EVs) by 2032, according to recent
auto emissions standards proposed by the Biden administration,
positioning the U.S. to lead the clean vehicle revolution. And
big rig companies like Volvo, Daimler, and Nikola are ramping
up production of Class 8 tractors.

Truckload carriers are driving through a lengthy freight market
‘bottom. After a year of declining demand and rates, U.S.
tfruckload carriers are looking for a route from the bottom of
their market to higher ground. So far, they're churning up more
mud than money. "Our seasonal frends continue to be below
normal, which would indicate that we're not there yet,”
meaning at the truckload market bottom, Jim Gattoni,
president and CEO of Landstar System, said in a July 27 call
with Wall Street analysts. I would not declare a bottom yet,”
Gattoni said. "We're still seeing a little more pressure on the
confract side, and the spot prices aren’t.
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