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Trucking Trends

The recession was an ugly one for truck-
ing, but recovery will likely outpace GDP,
according to economists at an audio conference
sponsored by the Truckload Carriers’ Assn.
There are “disconnects” between trucking &
broader economic indicators, says Donald
Broughton, transportation equity analyst, A.G.
Edwards & Sons. Example: Industrial production
grew 2.8% annual rate over last 6-7 years but
production items that affect truck & air freight
grew 7.6%. Since early '80s deregulation “we’ve
seen a steady increase in the truck market share
of goods moved,” he says. “In the same time
frame one of the faster growing parts of the
economy was goods moved by truck.”

Trucking volume has also become more
sensitive to inventory adjustments, says
Bob Costello, chief economist/vp, American
Trucking Assns. Just-in-time delivery & other
inventory/logistics controls means manufactur-
ers & retailers can quickly adjust volumes, which
increases freight volatility. Inventory correction
in late '00 & ’01 led to trucking’s recession.

Since ’93 truckload revenue grew at 7.1%
compound annual rate, loads up 5.8%, miles
up 4.6%, says Costello. TL carriers moved 41% of
truck tonnage in 2001 (private 53%, LTL 1%) &
earned 43% of truck freight revenues (private
47%, LTL 10%). But small carrier growth stopped
in '97, says Broughton. Larger carriers had estab-
lished cost superiority for equipment, fuel, lane
density, info systems & could make money at
rates that sometimes didn’t even cover the
smaller carriers’ costs. Entry barriers started to
go up. Loads, miles & revenues generated by
small trucking companies began to shrink.

Signs of improvement: Average revenue per
load increased some in last half of ‘02, mainly
due to tighter capacity. Empty miles are starting
to decrease but not to the low points of ‘98/°99.
Truck tonnage is rising but still below the long-
term trend.

Diesel prices are the wild card. Rapidly ris-
ing fuel costs are a major factor in trucking fail-
ures because they’re so hard to predict, says
Broughton. “Even companies with good fuel sur-
charge programs and financial hedges see fuel
adversely affect their ability to make money.”

Driver wages will likely go up in ’03.
Costello says turnover rate for large TL carriers
was an “astounding” 106% in 3rd quarter 02 —
97% for smaller carriers — and will get worse as
demand for drivers increases. Insurance costs
will remain high, although they may also attract
new capital, which could eventually turn a hard
insurance market soft.

Maintenance costs are rising for carriers
that elect to keep trucks longer. Interest
rates are low, but financing is hard to get.
Broughton says used truck market has firmed &
glut of late model highway tractors was reduced
significantly by EPA ’02 engine concerns. Current
truck build rate is below normal replacement
rates, he adds. “We are creating pent-up
demand and when issues surrounding the new
engines are resolved | expect the industry to buy
a lot of trucks.” Cassettes of “Eye on the
Economy” are available for purchase. Call TCA,
(703) 838-1950, for info.

Freight Trends

If we take a narrow view - a few months back
& ahead - economic activity has picked up, says
Newport economist Jim Haughey. Employment,
retail sales & production reports all showed sta-
bility in Dec. and improvement in Jan. But first 5
quarters of recovery have been slow compared
to earlier upturns. Economic growth has slowed
because war fears have restrained consumer
durable goods buying & business capital invest-
ment spending. GDP growth is expected to be
2% this quarter but won't consistently top 3%
until the Iraq situation is successfully behind us.
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Sub-par economic growth continues to
restrain freight volume growth, says
Haughey. But, like the economy, freight strength-
ened in early '03. Two strongest sectors are now
consumer packaged goods & Asian imports.
Non-durable goods production rose 0.8% in last 2
months after falling 1% in previous 3 months.
Import buys are progressively shifting to Asia
because of 20% appreciation of the Euro &
because of rush to move manufacturing to lower-
cost Asian sites after China opened its economy
& joined the World Trade Organization. Haughey
says freight volume will expand faster than econ-
omy later this year when durable & capital equip-
ment buying returns to normal.

Jan. availability of exception freight was up
62% from Jan. '02, according to Wayne
Kirchmann, TransCore market research mgr.
Jan. typically is end of a seasonal decline in
loads, which begins in Nov. The increase in load
volume signals potential recovery in truckload
freight sector, he says. This marks 12th consecu-
tive month of increased load availability on a
year-over-year basis. Looking to April, the best
combinations of high freight volumes & favor-
able inbound-to-outbound load ratios have tradi-
tionally come from Ohio, lllinois, Indiana,
Tennessee, Michigan, New York, Missouri,
Kentucky, Arkansas & Wisconsin.

Cold weather in some parts of the country
& the strike in Venezuela are partly to blame for
the early Feb. surge in oil prices, but most was
due to speculative preparation for a possible loss
of crude oil supplies from the Middle East,
Haughey says. A favorable resolution of the dis-
pute with Irag should bring an immediate plunge
in prices. “Remember that the underlying market
clearing price for crude oil implies a diesel price
of $1.35-$1.40,” he adds. “Even with a delayed
or protracted war we will get back to this price
later this year.”

Trucking will move 68.2% of all U.S.
freight tonnage by 2008 — a market share gain of
0.8%, according to a study by American Trucking
Assns. “U.S. Freight Transportation Forecast to
2014” projects rail will move 13.4% of domestic
tonnage (mainly bulk freight) by ’08, rail inter-
modal’s share will be 1.4%, pipeline, 9.3%, water
7.6%, air 0.2%. Contact: American Trucking
Assns. Economics & Statistics Analysis Dept.,
(703) 838-1700 or www.truckline.com.
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Executive Viewpoint

Vocations are “holding things together”
and parts business is very strong for Mack, says
President/CEO Paul Vikner. Volvo/Mack dealer-
ships are being combined into single outlets in
some markets as part of investment to strength-
en dealer network.

Vikner says late-model used trucks with
good specs are now hard to find & prices for
those have firmed up, “But the fleet-type spec
with fleet horsepower is still an issue.” He says
those trucks previously dragged down all used
truck prices, adding “it’s good for the industry to
see a separation in that market.”

He feels manufacturers are now solidly
positioned for the future. As for the wild days
of the late "90s: ““We all drove into the smoke at
200 mph - all invested in capacity, 2nd shifts. It's
hard, and expensive to bring it back down when
sales slow down. | think everybody’s of a differ-
ent mindset these days.”

Sales Trends

Jan. Class 6-8 truck sales fell 3,200 units
from Dec., but only 600 after seasonal adjust-
ments, says Newport’s Haughey. Adjusted total:
18,745, the lowest in 10 years. Decline was
entirely in the volatile Class 6 market. Class 8
sales were unchanged, still hovering 25% below
the sales pace for most of '02. EPA '02 engines
are still a negative factor in Class 8 retail, but
weak 4th quarter & war fears are probably more
significant, he says. Capacity investment is weak
throughout economy. HDT "03 outlook: 314,000,
up 20,6% from ’02. Quarterly adjusted sales rise
from 65,000 in the current quarter to 85,000 at
year end.

Volvo N. America to boost Class 8 produc-
tion at its New River Valley, Va., plant from 44-
72/day in April, recalling 400 workers. Company
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spokesman credits current order intake & “excel-
lent market reception to the new Volvo VN”
introduced last year.

“The construction market’s the best thing
going right now,” says Kenworth Vocational
Market Sales Director Brian Lindgren. “It has
direction — it’s still sizzling.” U.S. Commerce
Dept. reported a 0.9% gain in construction pro-
jects last Nov. & 1.2% in Dec., the biggest
increase in 10 months. Housing starts are contin-
uing strong & interest rates are at an historic
low. “When you consider that residential hous-
ing represent half of the construction market,
that’s tremendous news,” he says. “Another
plus is that general road, bridge & infrastructure
spending is expected to be off only slightly from
the record high $45 billion spent in transporta-
tion public works in '02.”” Kenworth, he adds,
had a “‘significant” increase in vocation sales last
year.

Utilization

4th quarter Class 8 truck utilization was
86%, down from 87.1% 4th quarter ‘01, says
MacKay & Co. Biggest drop was in construc-
tion/mining/refuse & farm vocations. Owner-
operator & private fleet utilization was up slight-
ly. For-hire utilization was the highest 4th quarter
since '93. Fact that o/o & for-hire fleet utilization
has been up the past 4 quarters is a strong indi-
cator that the recession is over & was probably
over at the end of 1st quarter 02, researchers
note.

Class 6 utilization was 82.8%, up 3.9 points.
Current strength is with govt. & public utility
fleets, which account for 27% of Class 6 vehicles
in service. Class 7 utilization was down 1.1
points, to 84.5%. Biggest drops: construction &
farm vocations. Trailer utilization was 86.6%, up
2.6 points. Biggest gain was in private fleets but
for-hire & owner-operator rose slightly. Contact:
Don Kuntz, (630) 916-6110.

Financials

Paccar posts 4th quarter profit of $122.2
million on revenues of $1.9 billion vs. $50.4 mil-
lion on $1.5 billion 4th quarter '01. Full-year prof-
it was $372 million on $7.2 billion vs. $173.6 mil-
lion on $6.1 billion for 2001. This was the 4th
best year in the company’s 98-year history & its
63rd consecutive profitable year, says
Chairman/CEO Mark Pigott. Paccar has paid a
cash dividend to stockholders every year since
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1941 & has increased its regular quarterly divi-
dend 110% in the last 5 years. Paccar built 92,000
trucks worldwide last year, says Vice Chairman
David Hovind. 4th quarter N. American produc-
tion rates were up 25% from a year ago.
Kenworth & Peterbilt combined U.S. Class 8
retail market share was a record 23.7%. U.S. &
Canadian Class 6-7 share was record 6.7%.
Company’s DAF European subsidiary had a
record 12.2% of the 15 ton-plus market & 8% in
the 6-15 ton market.

Navistar International posts 1st fiscal quar-
ter loss from continuing operations of $98
million vs. a $53 million loss Q1 '01. Revenues
for the quarter ending Jan. 31 were $1.6 billion
vs. $1.5 billion a year earlier. Chairman/CEO John
Horne says a small loss is expected in Q2 before
increased truck & engine demand, realization of
fixed cost reductions & resolution of a dispute
with Ford over delay of the V-6 engine program
pushes Navistar into the black. Company shipped
6,100 Class 8 trucks worldwide vs. 5,600 a year
earlier; 7,700 Class 6-7 vs. 6,800; 4,900 school
buses vs. 4,200; 63,400 engines vs. 78,000.
Company forecasts N. American Class 8 industry
demand at 156,000 units for fiscal '03, down 4%
from fiscal 02 ending Oct. 31. Class 6-7 forecast:
82,000 units, up 13%.

DaimlerChrysler posts $3.5 billion net prof-
it before one-time charges, $6.1 billion operating
profit on revenues of $156.88 billion in ‘02. Net
profit in ’01 was $765 million; operating loss was
$1.4 billion on revenues of $159.87 billion. 4th
quarter revenues were $38.8 billion vs. $41.85
billion a year earlier. Net profit was $756 million
vs. $298 million. Operating profit was $1.23 bil-
lion versus $591 million.

Volvo group ’02 worldwide deliveries,
including Volvo, Mack & Renault trucks,
total 157,133, up 1% from '01. Growth was
highest in Asia: 9,144, up 38%. European sales
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were down 2%, to 96,289. Renault sales in
Europe up 2%, Volvo European truck sales down
7%. N. American Volvo & Mack sales totaled
36,515, up 5% due mainly to pull-ahead buying
before Oct. engine changeover. Company says —
on a 12-month rolling basis - total order book-
ings up 3% worldwide & up 10% in N. America.

Cummins 02 earnings were $73 million on
sales of $5.85 hillion vs. a $102 million loss on
$5.68 billion for ’01. 4th quarter earnings were
$47 million on $1.41 billion vs. $3 million on
$1.46 billion. 4th quarter heavy truck engine
sales: $207 million vs. $274 million; 9,300 units
vs. 14,400. Medium truck & bus engines: $191
million vs. $135 million; 9,300 vs. 14,400.

ArvinMeritor posts 1st fiscal quarter prof-
its of $32 million, after one-time charges, on
sales of $1.7 billion vs. $21 million on $1.6 billion
a year earlier. Commercial Vehicle Systems sales
were $572 million, up 18%. CVS operating mar-
gin was 4.2% vs. 2.3%.

Eaton 4th quarter sales were $1.78 billion,
up 5% from last year. Income after one-time
charges was $67 million vs. $30 million. '02 sales
were $7.21 billion, down 1% from ’01. Income
was $281 million, up 66%. Truck segment Q4:
$274 million sales, up 17% from 4th quarter '01;
$27 million profits vs. $9 million loss.

Dana had a 4th quarter $9 million loss, after
one-time charges, on sales from continuing
operations of $2.3 billion vs. $298 million loss on
$2.2 billion a year earlier. Full year loss was $182
million, after one-time charges, on $9.5 billion
sales vs. a '01 $298 million loss on $9.49 billion.

Alliances &
Acquisitions

International picks Fontaine as its exclusive
fifth wheel supplier, dropping 3 other
brands. International Truck Group President
Steve Keate says we’ll see more such alliances
as International pursues its “supplier integra-
tion” initiative. Medium duty truck market is
“clearly ahead of the Class 8 market with regard
to integration with suppliers,” he says, noting
that International & its transmission suppliers
pared possible engine/transmission combos
from 800 to 34 on the new medium duty models.
In doing so, they optimized shift points with
engine power curves to deliver better drivability,
reliability & fuel economy, he says. Initiative tar-
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gets engines, axles, brakes, transmissions, seats
& fifth wheels. Company last year dropped
Detroit Diesel as an engine option, but it says
there are no plans drop Cummins or Caterpillar.

Marathon Ashland Petroleum’s Speedway
SuperAmerica to sell 193 convenience stores in
southeast to Sunoco for $140 million. Pilot
Travel Centers, joint venture of Marathon
Ashland & Pilot Corp., gets govt. OK to buy 60
retail travel centers from Williams Travel
Centers.

TRW Automotive Electronics &
Components to market & produce door control
modules designed by Intra Technologies.
Hyundai Autonet & SmarTire to develop,
manufacture & distribute tire monitoring prod-
ucts to Korean OE & aftermarket. The Tyman
Group named exclusive distributor of SeaView
Video Technology’s SecureView DC Camera
Systems to waste hauling, materials handling &
utility vehicle market.

Transitions

Dana to close Columbia, SC truck chassis plant
by year-end. Facility was opened in '87 to supply
Mack’s Winnsboro truck plant. Mack trucks are
no longer produced there & Dana lost Mack axle
& chassis supply contracts last year. Workers at
Freightliner’s Gastonia & Cleveland NC plants
vote to join the United Auto Workers.

Rand McNally files for Chapter 11 bankruptcy
protection in order to implement recapitalization
plan that will give controlling interest to private
equity firm Leonard Green & Partners. Shell
Lubricants, which bought Pennzoil-Quaker
State last year, says it will continue all 4 diesel
engine motor oil labels: Shell Rotella T, Shell
Rimula Premium, Pennzoil Long Life & Quaker
State Universal HDX.
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Beall expands Portland, OR, plant, adding stain-
less steel tank & trailer production; changes mix
at Turlock, CA, facility to focus on construction
equipment. GE I-Sim changes its name to GE
Driver Development. Volvo & GM Truck
Leasing of Carolina changes name to
Advantage Truck Leasing.

New Business

Freightliner begins N. American deliveries of
German built Unimog U500 specialized Class
6/7 truck through selected Freightliner, Sterling,
Western Star, American LaFrance dealers in the
U.S. & Canada.

Electric Power Research Institute awarded
$200,000 grant to study “shore power” as an
alternative to truck idling. Money comes from
U.S. Environmental Protection Agency’s
SmartWay Transport program. TransPlatinum
Service Corp’s Fleet One gets fueling contract
for the Missouri DOT.

Swift Transportation orders 50 new Volvo VN
tractors VN670s with Cummins I1SX
engines. Vistar to provide satellite tracking for
Thermo King’s Global Asset Tracking
System. PublicityPlus launches Newsmaker
Network publicity service for small to medium
trucking industry suppliers & fleets.

Events

Paul K. Young Memorial Truck Beauty
Championship, Mar. 2-22, Louisville in conjunc-
tion with Mid-America Trucking Show. Event
is part of Stars & Stripes Truck Beauty Contest
series that continues May 8-10 at the N.
American Trucking Show in Boston; July 26-
28, International Trucking Showv, Las Vegas;
Aug. 22-23, Great Salt Lake Truck Show, Salt
Lake City. Contact: Diana Owens, Newport
Communications, (916) 786-3073,
dowens@truckinginfo.com.

2003 Truck Renting & Leasing Assn. confer-
ence, March 12-16, Rancho Mirage, CA. Contact:
TRALA, (703) 299-9120 or www.trala.org.
American Truck Dealers annual convention &
expo, April 12-14, Philadelphia. Contact: ATD
(703) 821-7188, www.NADA.org. Automotive
Parts Rebuilders Heavy Duty Brake Clinic,
Apr. 4-5, Marriott St. Louis Airport Hotel. APRA
& International Truck Parts Assn. Heavy
Duty Transmission Div. joint meeting April 10-
12, Indianapolis. Contact: APRA, (703) 968-2772

Top 15 Activity States
(Incoming and Outgoing Loads Posted in January 2003)

100000
80000
£0000
40000

20000

IN Ml NY CA MO K¥Y WA

I ncoming [N uigoing

or www.apra.org. National Private Truck
Council annual conference & exhibition, Apr.
27-29, St. Louis. Contact: www.nptc.org.

People

Carsten Reinhardt to CEO, Detroit Diesel, from
general mgr., Freightliner’s Portland, OR, truck
plant. Both companies are owned by
DaimlerChrysler. Jim Morrow continues as
DDC president & head of operations & sales.
Wolfgang Dangel to president/CEO Bosch
Rexroth, from exec. vp/CFO. He succeeds Bob
Rickert who will be an advisor to exec. manage-
ment.

Chris Hines to sales vp, Terion, from president,
TIP. TransCore names Scott Philips vp, busi-
ness solutions group; Tom Petrick director,
exchange services, Jennifer Welander director,
customer solutions. Phillip Churn to product
magr., Goodyear NEXT-TRED retread systems.

Brian Runkle to CEO, GE I-Sim, from CEO, GE
Machine Tool Services. Kurt Danielson to com-
mercial marketing director, Bridgstone/Firestone
N. American Tire. Sloan Transportation Products
names Douglas Thomson exec. dir., heavy
duty sales; Todd Kuipers marketing & product
supervisor, Christopher Terryn product ana-
lyst. Modine Aftermarket Div. names Don
French national accounts mgr., Steve Omiotek
product mgr., Candi McDonough product spe-
cialist.

William Canary to president, The Business
Council of Alabama, from interim chief execu-
tive, American Trucking Assn. Former National
Private Truck Council President/CEO John
McQuaid to executive director, Industrial
Packaging Alliance of N. America. Died: Silvie
Licitra, Truck Frame & Axle Repair Assn. pr
director. Ron Ziegler, former NATSO president.
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