
Post-October 
“We thought there would be a pause &
there has been,” says Nick Panza, Peterbilt gen.
mgr. & Paccar vp, re: post-Oct. truck buying.
NAFTA industry orders for Class 8 trucks plum-
meted from monthly average 28,000-29,000 in
Mar. & April to average 5,500-5,600 in July-Sept.
The spike & subsequent free-fall are attributed
mainly to pull-ahead buying by fleets worried
about EPA ’02 engines. 

Panza says it will take a few months for the
effects to work off – fleets need to absorb the
trucks they bought early, monitor performance
of the new engines, & gauge the economy to
determine what they’ll need going forward. But
orders are still coming in.  Once the industry gets
some miles on the new equipment & word gets
out that the engines are performing as their
manufacturers say they will, “people sitting on
the sidelines will be a lot more comfortable
about stepping into the market,” he says. “Over
the next few months I think you’ll see that the
issue of the engines will die down, and business
will go on.” 

Incentives like extended warranties & com-
ponent upgrades are helping. “We’re trying to
make customers as comfortable as possible with
the perceived issues of the new engines,” says
Panza. “They do cost more, there’s no question
about it. We’re trying to help soften the shock by
building some confidence in the fact that we’re
here to support them.”

If there’s a bright spot right now, it’s in used
t r u c k s. Panza says used truck values are up for
the industry as a whole and up “substantially”
for Peterbilt products. “As long as the economy
remains reasonable & we don’t have any falloffs
in confidence levels and freight, I expect the
used truck market will remain pretty good.”

Volvo Trucks N. America has booked some
3,000 orders since launching new VN models in
late Aug., says Sr. VP-Sales Scott Kress. About
half were from large truckload fleets. “The rest
reflect demand from our dealers’ customers, both
small fleet & retail customers (i.e. single unit
sales). This is a firm backlog for us.” Kress says
one advantage is that the VN was designed
around both engines offered – Volvo & Cummins. 

Buyers realize they need to start replacing
older trucks. Says Kress: “Customers waited to
see what was in store with the Oct. 1 deadline, if
there would be a delay. But now, they are telling
us it’s time to move forward with their business.
They’ve kept trucks in operation beyond normal
turn cycles as they waited to find out about the
new engines’ performance, but now those older
trucks have high operating costs.”

While large, “proactive” fleets lead the
ordering now, Kress says other segments are
coming around to this view. “The one-truck buy-
ers up to the thousand-truck buyers are now say-
ing it’s time to start replacing their older equip-
ment & get back on a good operating basis.”

Concerns over EPA ’02 engines “are over-
s t a t e d , ” says Steve Keate, president of
International Truck & Engine’s Truck Group.
Truck orders have dropped significantly but, in
mid-Sept., he told the truck press that they were
starting to see some pickup. “We’re trying to
communicate what the facts are,” he says, not-
ing that International made product changes to
accommodate the new engines. 

“There is some sorting out going on in the
minds of customers,” says Tom Kelly, sr. vp-
marketing, Mack Trucks. “The pre-buy influence
on market perception gave way to fears about
the post-Oct. market situation, which led to the
drop-off in orders. But now we’re seeing signs
that the fear is dissipating, especially with
Mack’s vocational customers as they become
more familiar with the ASET Vocational engine.
As for the highway customer base, we expect to
see manufacturers responding to the more per-
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sistent concerns of that segment with a variety of
new marketing initiatives to rebuild confidence
in the over-the-road products.”

Sales 
Sept. Class 6-8 truck sales fell about 2,000
units, to 22,419, after a rise in Aug. which puts
sales back to June/July level. “This is at the low
end of the underlying economic demand for
trucks consistent with the brief stall in economic
growth several months earlier,” says Newport
economist Jim Haughey.  

It appears that pull-ahead buying to avoid
EPA ’02 engines may have been minimal.
Instead, fleets & owner-operators who need new
trucks may have opted to delay & buy later, he
says. Buyers may also be waiting to get the best
deal as manufacturers compete with discounts &
uptime guarantees. Recent sizable gains in fin-
ished truck, engine & parts inventories should
keep Oct. sales near Sept. levels, then low orders
point to a drop in production Nov/Dec.
Customers who delayed buying will likely come
back into the market this winter, though some
may wait until spring. That puts the Class 6-8
sales forecast for this year at 259,000 units. Pent-
up demand could boost sales to 329,000 in ’03 –
assuming buyers accept the new engines.

Class 3-5 sales declined 7% to 11,612 &
continue to run at about 1/3 lower than the pace
over last winter. This market for delivery & voca-
tional trucks is always at the tail-end of the busi-
ness cycle, so a rebound is not expected until
end of this year, Haughey notes.

2-year decline in trailer demand appears to
have bottomed, says Economic Planning
Associates. 2nd quarter shipments were 31,950,
up from 26,230 in 2nd quarter. Year-over-year
comparisons remain weak but declines have
moderated, indicating end of downward phase.
Analysts project ’02 shipments at 132,000 units,
down 8.8% from ’01. 2nd half momentum will
spill into ’03 when trailer shipments should hit
181,400. Contact: Economic Planning Associates,
6 3 1 - 8 6 4 - 4 9 0 0 .

Freight 
U.S. economy grows 4% in 3rd quarter w i t h
strong gains in housing, autos, mortgages,
exports & federal govt/school employment. Flat
home & auto sales will drop growth to 2.5% in
4th quarter, says Haughey. GDP growth trend

expected to return to almost 4% next year,
fueled by pickup in investments & exports. West
coast port shutdown could push some spending
into next year but effects will more likely be con-
tained to 4th quarter. Considerable slack will
remain in labor & other markets next year
because economy will not grow fast enough to
absorb much of current idle labor & capacity,
Haughey says. 

Summer spending surge brought freight vol-
ume close to peak level of 2 years ago, says
Haughey. Volume should increase 6.4% through
end of next year, accelerating from about 3% this
quarter to almost 6% next fall. No growth
expected for construction materials, & very little
for motor vehicles & parts. Fastest growing
freight markets: capital equipment, consumer
packaged goods, exports to Asia. 

Freight rates rose again in Sept. while over-
all inflation remains near zero. LTL rates rose
1.4% on top of 1.5% gain in Aug. Some was due
to fuel price adjustments, more to demand pres-
sure. TL rates edged up only 0.2% but remain
below late ’01 prices.

Availability of exception freight rose moder-
ately in Sept., says Brian Rollins, market research
analyst, TransCore’s DAT Services. “2002 freight
availability clearly continues to grow substantial-
ly over ’01, reflecting a recovery in the economy.
We generally expect available freight increases
in Sept. & Oct. as retailers stock up for the
upcoming holiday season.” Through Oct. &
maybe into Nov., extra equipment will be need-
ed to help clear backlog of shipments out of west
coast ports. Based on historical numbers, best
combinations of high freight volumes & favor-
able inbound/outbound load ratios in Dec. will
be in Ohio, Illinois, Georgia, Indiana, Missouri,
Wisconsin, Kentucky & S. Carolina. 
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Trucking T r e n d s
Small carriers (less than $30 million annual
revenue) have been hit hardest in last couple of
years, while larger truckload carriers have bene-
fited from consolidation, says Bob Costello,
American Trucking Assns. vp & chief economist.
Still, over 80% of motor carriers operate 20 or
fewer trucks & low barriers to entry keep truck-
ing a highly competitive industry, he told
National Truck Equipment Assn. Economic
Outlook Conference. 

Fuel is 2nd highest cost for many carriers,
especially small ones, & has been linked to fleet
bankruptcies. Citing statistics from investment
analysts at A.G. Edwards, Costello noted that
every 10-cent increase in diesel puts 1,000 carri-
ers out of business – and that data doesn’t
include carriers with under 5 trucks.

60% of fleet operating costs face increases
in excess of 10% per year, said Martin Labbe,
Martin Labbe Associates. He doesn’t expect fuel
prices to rise much above historical averages,
but driver wages will go up 25% by ’04 & insur-
ance costs will increase 15%. 

“There are still far too many used trucks”
Labbe said, “and it will be a problem for quite
some time.” Age/population trends: by 2004
there will be 843,000 Class 8 trucks from 1-5
years old, down from 909,000 in ’98. Class 8
trucks 6-10 years old: 878,000 vs. 549,000. Over
10 years old: 544,000 vs. 451,000. Annual
mileage will increase for trucks leased or pur-
chased new. Labbe said keeping trucks “longer”
refers to mileage, not time. A fleet may bump its
trade cycle from 300,000 miles to 400,000 or
even 500,000, but that doesn’t necessarily mean
it will keep trucks 4 or 5 years. He also predicted
continued shift from private to for-hire carriage,
increased fleet consolidation & specialization. 

Class 6/7 used truck market is “in balance”
Labbe said. Age/population: 1-5 years old,
741,000 in ’04 vs. 618,000 in ’98; 6-10 years,
611,000 vs. 479,000; over 10 years, 856,000 vs.
961,000. Other trends: total miles will increase
10%, mainly in Class 7 tractors; ’07 emissions
standards could boost demand for Class 6/7
trucks; school voucher systems could boost
small school bus demand. 

Executive Vi e w p o i n t s
Concerns over performance of EGR diesels
significantly impact near-term Class 8 sales, but
buyers will re-enter market in large numbers
if/when new engines live up to claims, says
ArvinMeritor Chairman/CEO Larry Yost. NAFTA
production forecast: 161,000 units for
ArvinMeritor’s fiscal ’03, ending Sept. 30, which
is 5% below fiscal ’02. Rebound will start in 2nd
half & demand will grow steadily through ’06.

“Despite continued soft markets we expect
to grow our top line about 5% over fiscal ’02, to
$7.2 billion,” Yost told financial analysts.
Company growth drivers: innovations like new
HD suspension systems, MeritorWABCO elec-
tronic braking, exhaust emissions technology,
intro of on-board fuel-reforming device that con-
verts hydrocarbon fuels into hydrogen-rich gas.
Yost cited ArvinMeritor’s 7-year deal for
Volvo/Mack components & new ZF Meritor
FreedomLine automated manual transmissions.

ArvinMeritor strategy is to increase per/vehi-
cle content, said Tom Gosnell, president,
Commercial Vehicle Systems. Current content in
large commercial vehicles is $2,108; potential is
$19,000 including brake systems & wheel ends,
ABS, air system & stability control, front & rear
axles, automatic transmission/clutch, drivelines,
exhaust system & trailer suspension.

By 2010 component integration will replace
single-function products, Gosnell said.
Component makers will partner with truck
builders to design & produce new systems –
many electronically managed. He sees advances
in highway safety through vehicle electronic sta-
bility control & radar-controlled systems that
automatically maintain safe following distance
(i.e. adaptive cruise control.) 
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Alliances &
A c q u i s i t i o n s
DaimlerChrysler to buy 43% of Mitsubishi
Fuso Truck & Bus & exercise options to buy 50%
stake in H y u n d a i truck unit. Company already
owns 37.3% of Mitsubishi Motors & 10% of
Hyundai Motor. Cramaro Tarpaulin Systems
buys ShuttleMaster Corp. Maddocks
S y s t e m s integrates G E O C O M t m s ’ tracking &
messaging software in its TruckMate manage-
ment system. B e r g s t r o m to distribute
Autotherm Energy Recovery Systems in N.
A m e r i c a .

Honeywell’s Fram Filters & puraDYN f o r m
strategic alliance. Honeywell Consumer Products
to distribute selected puraDYN products.
Thermo King to market A n c r a cargo restraints.
Flying J to sell C o n t i n e n t a l truck tires through
its J-Care Service Centers. L u b r i z o l
Performance Systems Ltd. to market
C a d e c ’ s Mobius TTS onboard computing &
logistics management products in Europe.
IdleAir Technologies & I n s t r u c t i o n a l
T e c h n o l o g i e s to jointly develop interactive in-
cab driver training.

New Business
Tyson Foods orders 227 Volvo VNL670
tractors with Cummins ISX engines. Delivery
starts 4th quarter. C a t e r p i l l a r gets long-term
contract to supply engines for Blue Bird s c h o o l
buses. E a t o n ’ s Sao Paulo, Brazil, plant to build
Volvo HD transmissions for S. American market. 

IdleAir Technologies gets $1 million grant
from the Knoxville Regional Transportation
Planning Organization to build parking spaces
equipped with its power & communications sys-

tems.  N A P A debuts “next generation” Internet-
based online ordering system.

Frito-Lay to install 1,100 Q u a l c o m m
O m n i T R A C S mobile communications systems &
4,400 TrailerTRACS systems. T e r i o n e x t e n d s
Verizon Wireless contract to 2005. W r i g h t
E x p r e s s gets 3-year contract to provide fleet fuel
cards & management services to state of Illinois.
Intermec Technologies to provide mobile
computers & portable printers to S c h w a n ’ s
Sales Enterprises for use by route managers.
X A T A to provide OpCenter systems for Tree of
Life Inc.’s 350-truck fleet.

T r a n s i t i o n s
International to close Chatham, Ont. Heavy
truck plant early next summer; assembly of 9000i
Series will move to Escobedo, Mexico. Chatham
currently has one shift, 1,000 employees, with
another 1,200 on layoff. Cummins consoli-
dates heavy duty engine assembly & test opera-
tions at Jamestown, NY plant, moving HD
engine assembly from Columbus, IN, facility.
Columbus continues producing cylinder heads &
engine blocks. Move cuts 200 jobs in Columbus
but adds 250 in Jamestown now, 250 more in
next few years.

American LaFrance to close Wisconsin plants
& move operations to former Western Star plant
in N. Charleston, S.C. Holland Group closes fifth
wheel plant in Denmark. SC. Workers at
F r e i g h t l i n e r ’ s St. Thomas, Ont., S t e r l i n g t r u c k
plant vote to join Canadian Auto Workers Union.
Workers at Lufkin Industries’ Lufkin, TX, plant
strike over health care.

Kenworth lays off 450 temporary workers a t
Chillocothe, OH, plant, cuts production from 70
to 45 trucks/day. Temps were hired to help with
short-term surge in orders for pre-Oct. trucks.
C a t e r p i l l a r 4th quarter shutdowns will affect up
to 3,270 employees, including 470 previously
announced layoffs. Reductions possible for
Mossville, IL, Engine Center; Mapleton, IL,
foundry; & Fuel Systems facilities in IL & GA. 

Fontaine Modification Co. opens Solution
C e n t e r in Dallas to support I n t e r n a t i o n a l ’ s
Garland plant & P e t e r b i l t ’ s plant in Denton.
Company also opened regional sales offices in
Virginia, Kentucky & San Clemente, CA. Two
more will be added by year-end. N E X I Q
Technologies files Chapter 11. 
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F i na n c i a l s
Eaton Truck segment posts 3rd quarter sales
of $322 million, up 27% from year ago; profits of
$45 million vs. breakeven last year. Company
reports NAFTA HD truck production was up 67%
for 3rd quarter, medium duty production up
11%. Full year projection for HD trucks: 174,000.
Revenues for all Eaton divisions: $1.83 billion, up
5%. Income: $93 million vs. $40 million year ago.
New forecast: little growth in 1st half ’03,
stronger in 2nd half.

C a t e r p i l l a r 3rdQ profit was $213 million, an $8
million gain over 3Q ’01 attributed primarily to
lower income taxes. Engine sales were $1.8 bil-
lion, up $75 million from year ago; engine oper-
ating profit was down 42%. Cat expects 15%
drop in sales/revenue for ’02, due in part to
expected low 4thQ demand.

C u m m i n s reports 3rdQ after-tax profit of $39
million on $1.65 billion sales, up from $3 million
profit on $1.41 billion sales in 3rdQ ’01. Factors:
pre-Oct. demand for heavy duty engines; 41%
rise in medium duty revenues; 21% increase in
light duty engine shipments for DaimlerChrysler
Dodge Ram pickups, & ongoing cost reductions.

Research 
N. American fleet managers show “a strong
desire to specify their new vehicles with compo-
nent brands of their choice,” according to survey
by CK Marketing & Communications.  CK
President Chris Kemmer says 75% of responses
favored specifying a brand of their choice vs.
manufacturers’ “standard.” Study ranks compo-
nents in order of most commonly specified; also
looks at reasons for choosing suppliers & prod-
ucts. Contact: CK Marketing & Communications,
(614) 261-6400.

H o n o r s
Caterpillar C-15 engine ranks highest in J.D.
P o w e r heavy duty diesel satisfaction survey of
Class 8 truck owners. Cummins N Series was
2nd in OTR segment. Cat C-12 was 2nd in voca-
tional rankings. ZF Meritor & Eaton Fuller
were top performers in transmission analysis: ZF
Meritor ranked high for quality & warranty;
Eaton Fuller for design.  Study based on
responses of 2,865 primary maintainers of 2-
year-old Class 8 trucks. Contact: J.D. Power &
Associates, w w w . j d p a . c o m.

P e o p l e
John Williams to national accounts vp, Mack
Trucks, from product marketing director. R o d
R i c h a r d s o n to COO, Reliance Trailer, from
director, N. America OEM & OE aftermarket
sales. Bill Russell to exec. vp – sales, Reliance
Trailer, from national account sales mgr., Paccar
L e a s i n g .

Steve Shawley to president, Thermo King N.
America, from vp & controller, Ingersoll-Rand.
David Coghlan to president, Thermo King
Aftermarket div. Timothy Masek to president &
CEO, Fuel Systems LLC, from exec. vp-sales &
marketing, Transportation Technologies
Industries. Fontaine Modifications names W a d e
R o s k a m sales & marketing vp., Jerry Prosser
director, new product development. 

Bill Phillips to sales dir., Phillips Industries. J i m
M c G e e h a n, mgr., engine oil technology,
ChevronTexaco Global Lubricants, named
ChevronTexaco Fellow. Darren Thomas to mar-
keting dir., Falken Tire.

George Mundell III to sr. vp, National Private
Truck Council, from operations vp. NPTC Gen.
Counsel Rick Schweitzer, partner in Wash. D.C.
firm Zuckert, Scoutt  & Rasenberger, gets
expanded NPTC role. Bill Fay to NATSO presi-
dent/ceo effective Dec. 1, succeeding W. Dewey
C l o w e r, who retires. Fay currently heads
American Highway Users Alliance.

4 awarded Silver Spark Plugs from ATA
Technology & Maintenance Council: A l
A n d e r s o n, natn’l accounts mgr., Consolidated
Metco; Carl Smith, sales vp, Sure Power
Industries; Tom Newby, area maintenance
mgr., Old Dominion Freight Lines; G u y
W a l e n g a, eng. mgr., Bridgestone/Firestone.
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