
First Heavy Duty Aftermarket Week drew
1,800 heavy duty parts distributors, manufacturing
executives & trucking analysts. Count includes 330
distributor attendees representing 188 companies.
Aftermarket-focused trade show had 230 exhibitors.
HDAW organizers, the Heavy Duty Distribution
Assn. & the Heavy Duty Manufacturers Assn., say
they’ll do it again next year in Las Vegas. More at:
www.hdaw.org. Some presentation highlights:  

Jim McReynolds, general manager,
Caterpillar On-Highway Engines & Power
Systems N. America. In survey by Caterpillar’s
FCC Equipment Financing N. America, 95% of
fleets said they expect ’06 to be as good as or better
than ‘05, 50% expect their freight volumes to
increase, 81% said their capital budgets would be the
same or better than last year, 25% said budgets for
new equipment will increase, 75% predicted new
truck pricing will go up (25% said it will be signifi-
cant), 62% said trailer prices will go up (12%, signif-
icant), 82% said they have or will implement fuel
surcharges, 64% said dealing with high fuel prices is
their biggest cost challenge, 23% said it’s finding and
keeping good drivers.

’07 & 2010 emissions standards are posing big
challenges. Fleets expect
more test time than ’02,
but truck & engine man-
ufacturers are having a
hard time getting that
done. One problem:
ultra-low-sulfur diesel
(ULSD), mandated for
’07, is hard to get for
testing today. Refineries
are having trouble get-
ting everything in place
to make ULSD supplies
readily available by the
deadline. They also need
to develop new oil for the
new engines. 

Peter Nesvold, senior transportation ana-
lyst, Bear Stearns. Price of new trucks could go
up $7,000-$10,000 with EPA ‘07 engines; 2% or
more fuel economy degradation is expected – half
from the effects of ULSD, half from emissions-
reducing technologies. Other ’07 concerns: higher
maintenance costs, potential shortage of ULS diesel,
strong demand for used equipment which will drive
prices up. Pull-ahead buying in ’06 could mean a
50% reduction in new truck production 1st half of
‘07. Rebound expected in ’08 & ’09. Class 8 N.
American retail was 327,000 units in ’05. HDAW
industry panel average forecast: 339,000, ’06;
223,000, ’07; 286,000, ‘08; 322,000, ’09. 

Kenny Vieth, partner and senior analyst,
ACT Research. GDP is expected to grow 4% 1st
half, 3% 2nd half. Consumer spending should be
strong in 1st half, slower in 2nd. Business invest-
ments strong through the year, start pulling back in
’07. Slowdown in residential investment will contin-
ue. Exports should remain healthy through ’06. 

Current freight environment is strong. Persistent
driver shortage will keep a lid on capacity. Rate
increases will continue to cover rising costs. 

Caution for late ’06 & ’07: Strong truck sales over
last several years could
mean 1 million new Class

8 units in the fleet at
year-end & there could
be a lot of new and used
equipment on dealer
lots. “That’s a lot of
fresh iron in the fleet if
the economy heads
south.”

Martin Labbe, CEO,
Martin Labbe
Associates. LTL carri-
ers are starting to win
back business lost to
small package carriers &
truckload carriers.
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Reasons: truckload carriers have all they can handle
with full truckload freight, LTL is more labor inten-
sive than TL & uses valuable driver time, LTL carri-
ers are getting smarter about the routes they run &
are moving to more next-day delivery.

Traffic congestion & stricter hours of service
enforcement make time a key factor in distribution
changes. “Future growth for any segment depends
on maximizing hours per day.” To maximize driving
time, TL carriers will drop & hook at distribution
points, LTL carriers will handle local delivery. 

Solving congestion problems will require major
coordination efforts by shippers, receivers, carriers,
regulators, local, regional & state property planners.
One idea: freight staging centers open to multiple
carriers & shippers. 

Chris Brady, Commercial Motor Vehicle
Consulting. There are about 2.2 million Class 8
trucks on the road, excluding seasonal use vehicles.
40% are in for-hire service; 80% of those are in the
truckload segment, which is split 65% company
trucks, 35% owner-operators. 70% of company
owned tractors & 45% of owner-operator tractors in
for-hire truckload service are purchased new. TL
carriers, on average, replace their tractors every 4
years; owner-operators every 5 years. Annual for-
hire truckload replacement demand: 100,500 units
(78,900 company trucks, 21,600 owner-operators).

Capacity is tight. Carriers have pricing power: ’05
rates for general truckload freight were up 5.9%
from ’04, rates for specialized truckload freight were
up 5.8%. Balance sheets are strong, profits are good. 

Estimated price increases for ’07 trucks run as
high as $7,000-$10,000 but $4,500-$7,500 may be
more realistic. On average, fuel represents 20% of
operating cost for TL carriers, so any degradation in
fuel economy is significant. Example: tractor run-
ning 100,000 miles a year, averaging 6 mpg. If fuel
degradation is 5% & diesel is $2.00/gallon, fuel costs
are $1,754 higher for one year, $7,016 over 4-year
life-cycle. If diesel is $2.50/gallon added cost is
$2,192 for one year, $8,770 over 4 years. 

Stu MacKay, president and founder,
MacKay & Co. MacKay’s index of Truckable
Economic Activity (economic activity that drives
freight) has grown faster than the overall economy
during this latest expansion & is expected to grow at
a healthy pace through ’06. Class 8 truck utilization

is close to 90%. For-hire about 95%, lease/rental
95%, construction 85%. There’s virtually no spare
capacity, which means trucking rates are high, truck-
ers are getting fuel surcharges, and utilization is driv-
ing a steady stream of business in the aftermarket. 

The caution: Consumer spending & business
fixed investment is slowing. Long-term treasury
bonds & the Federal Funds Rate are reaching levels
that have historically signaled recession. Lack of
jobs growth remains an issue. Conclusion: We’re in
good shape now but it may be time to start plan-
ning for a recession.

John Flaherty, chief of staff, U.S.
Department of Transportation. U.S. is facing
growing gap between transportation demand &
infrastructure capacity. We can’t view highways in
isolation; we must view them as part of a larger net-
work to move people and products. 

“Earmarks” or specific projects designated by
Congress in transportation funding bills make it dif-
ficult to plan since the top priority for a congress-
man’s district may not be best for the overall nation-
al plan. There were 10 earmarks in the ’82 trans-
portation bill, 538 in ’91, 6,371 last year.

Possible alternative to higher taxes: public/private
partnerships, which can provide incentives for inno-
vation, better budgeting, better project delivery,
improved management of new & existing transporta-
tion facilities. 

TRUCKING ISSUES
The trucking industry needs to be more

engaged in highway & infrastructure plan-
ning, says American Trucking Assns.’
President/CEO Bill Graves. “We need to be at the
table offering solutions to problems as opposed to
just saying ‘no,’ which is historically what the indus-
try has done.” In teleconference with trade media,
Graves said taxes & tolls are likely to go up in the
near future but highway congestion & capacity
requirements should be addressed before funding is
debated. Last year’s highway bill sets up commis-
sions to review infrastructure & highway financing.
ATA plans to work closely with both. 

ATA hasn’t given up on tax incentives for buyers
of ’07 & 2010 engines, but Graves says current bud-
get concerns make it hard to get on the list for favor-
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able treatment. ATA endorsed a 5% biodiesel blend
& will support alternative fuel options, though
Graves cautioned against moving too quickly.
“Because we run on every highway across the coun-
try, we must have consistency in quality of product
in terms of the way it’s delivered & how it per-
forms.” ATA is also backing a proposed tax credit
for idling reduction equipment. 

ATA execs say they’re confident that refiners can
produce ultra-low-sulfur diesel mandated for next
year, but worry about contamination as it moves
through the distribution chain. Cost could also be a
problem & ULSD fuel may act as a solvent, which
would mean higher maintenance costs.

Pre-buying to avoid EPA ’07 engines will
be one reason for strong new truck sales
this year – but not the only reason, says ATA
Chief Economist Bob Costello. Fleets that stretched
trade cycles in ’02 are still replacing older vehicles &
freight demand will remain strong. ATA’s freight
tonnage index dipped 3% in Dec. & Q4 GDP
growth was only 1.1%. Both were surprises driven
largely by slowing auto production, but “we don’t
think it’s time to panic,” he says. Forecast: 3-3.5%
GDP growth this year, 2% truck tonnage growth,
about the same as last year.  

ATA is aggressively promoting laws
regarding the use of seatbelts by truckers &
supports enforcement targeting problem truck &
auto drivers, especially those who speed. Last year it
announced conditional support for mandating elec-
tronic on-board recorders – if there is proof that they
improve safety. Image efforts will focus on driver
recruiting & driver sources that warrant more atten-
tion, like Hispanics, early retirees looking for a 2nd
career, people completing their first hitch in the mili-
tary & young people interested in apprentice pro-
grams.  

ECONOMIC TRENDS
Despite 2005’s weak finish, prospects for

2006 look solid, says FTR Associates.
Business investment in equipment & software will be
a prime economic driver this year, but will brake
from last year’s active pace. Higher interest rates will
slow some key sectors which, in turn, will weaken
business investment. Higher interest rates & high
energy costs will slow consumer spending. But a

healthy labor market, solid business investment & a
broad-based global economy “still translates into a
positive outlook for ’06,” says FTR President Eric
Starks. 

SALES TRENDS
Q4 2005 trailer shipments totaled 63,570,

up 10.2% from Q4 2004, according to Economic
Planning Associates’ Quarterly Trailer Survey. Van
shipments totaled 47,700, up 8.4%; non-vans, 15,870,
up 15.8%. Full year van shipments were 181,250, up
6.4% from ’04; non-vans were 62,920, up 18.2%.
“While we believe that the 4th quarter surge in trailer
shipments will be a hard act to follow, we remain con-
structive on the outlook for trailers during the next 2
years,” says EPA President Peter Toja.  

CAPACITY
Highway interchange bottlenecks delay

trucks 124 million hours/year, according to
study done for the Federal Highway Administration.
In all, highway congestion delays cost truckers about
243 million hours or $7.8 billion per year. Recently
issued white paper, An Initial Assessment of Freight
Bottlenecks on Highways, says the nation is entering
the early stages of a freight transportation capacity
crisis as highway capacity fails to keep pace with
growing freight demand. More at: www.fhwa.dot.gov. 

FINANCIALS
DaimlerChrysler reports record sales of

824,900 trucks, buses & vans in ’05 vs. 712,200 in
’04. Sales in the NAFTA region totaled 217,800
units vs. 177,100 in ’04; Western Europe 277,000
vs. 274,800; Latin America 63,200 vs. 57,600; Asia
165,600 vs. 119,400. Its Trucks NAFTA unit,
including all Freightliner LLC brands, sold 182,400
trucks, a 20% increase over the previous year. 

Paccar posts record $1.13 billion ’05 profit, up
25% from ’04. Revenues were $14.06 billion, up
23% & also a record. Q4 profit was $312.9 million,
the highest quarterly profit in its 100-year history &
a 30% increase over the same period a year ago. Q4
revenues were a record $3.64 billion, up 14%. ’05
was the company’s 67th consecutive year of net
profitability.  

Continued on  page 5
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Volvo reports SEK 18.2 billion ($2.3 billion) ’05
operating income vs. SEK 13.9 billion in ’04 ($1.8
billion). Sales were SEK 231.2 billion ($29.9 billion)
vs. SEK 202.2 billion. Q4 operating income was
SEK 4.3 billion ($550 million) vs. SEK 4.7 billion
same period a year ago. Sales totaled SEK 65.3 bil-
lion ($8.4 billion). Truck deliveries worldwide
totaled 214,379 for the year, up 11% from ’04. N.
American deliveries in ’05 were 64,974, including
Volvo, Mack & Renault, up 32% from ’04. Q4 N.
American delivers were 16,709, up 11%. 

Caterpillar reports $2.85 billion ’05 profit, up
40% from ’04, $36.34 billion in revenues, up 20%.
Both were records. Q4 profit was $846 million vs.
$551 million same period ’05, revenues were $9.04
billion vs. $8.06 billion. Worldwide ’05 engine sales
were $11.1 billion, up 17% from ’04. N. American
sales of on-highway truck engines were up 5%. 

Cummins posts record $550 million ’05 profit,
up 57% from ’04. Sales were $9.92 billion, up 18%.
Q4 sales were a record $2.75 billion, up 17% from
same period a year earlier. Profit was $167 million,
up 40%. Q4 engine segment sales were $1.84 billion,
up 22%. Operating income was $156 million, up
56%. Company says global shipments to the heavy-
duty truck market were up 14% for the quarter; ship-
ments to the U.S. & Canada were up 12%. 

A r v i n M e r i t o r reports fiscal Q1 profits of $34
million, up 88% from same period a year ago. Sales
were $2.1 billion, up 1%. Company said stronger
volumes in its Commercial Vehicle Systems busi-
ness were largely offset by loss of sales associated
with divestitures & the impact of foreign currency
t r a n s l a t i o n .

Eaton records ’05 profits of $805 million, up 24%
from ’04; sales were $11.1 billion, up 13%. Q4 prof-
its were $210 million, up 15% from a year earlier;
sales were $2.8 billion, up 8%. Truck segment Q4
sales were $549 million, up 10%. Operating profits
were up 11%. Company expects NAFTA ’06 heavy
duty truck production to be about the same as last
year, about 341,000 units.

ALLIANCES & ACQUISITIONS
ArvinMeritor extends contract with Liteflex to

be the exclusive distributor of Liteflex truck, trailer
& composite mechanical springs in N. American &
several global markets. Companies will jointly devel-

op integrated composite suspension modules & sys-
tem. SimilAir composite trailer spring to be
launched early next year. 

Cummins & KAMAZ sign joint venture agree-
ment to produce B Series ZAO Cummins Kama
engines in Russia.  Volvo Trucks N. America
extends agreement to offer Cummins ISX engines
in Volvo VN & Volvo VT trucks. Cadec Corp.
purchased by Cadec Global, new company formed
by investment firms Bru Venture Capital &
Connemara Capital. Carlisle Motion Control
Industries buys heavy duty brake lining & brake
shoe assets of China’s Zhejiang Kete.

NEW BUSINESS
Air-Weigh in-dash on-board truck scales now

offered as factory options for Mack highway models
with air rear suspension. Jacobs Vehicle
Systems to supply Jake Brake engine brakes for
DaimlerChrysler’s next generation global heavy
duty engine platform. 

Bendix ABS-6 System now standard on
Kenworth Class 8 trucks with air brake systems.
Tenneco to supply exhaust aftertreatment systems
for International medium-duty diesel vehicle with
International engines. 

Gillig Corp. selects ArvinMeritor
Commercial Vehicle Systems’ Meritor transit
bus axles & brakes for 157 diesel-electric hybrid

Continued from page 3
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buses for a consortium of transit agencies. Jacobs
Vehicle Systems to supply complete engine brake
& overhead technology for DAF Trucks’ new Euro
IV compliant MX engine. 

Mack Road Stability Advantage by Bendix now
available on Mack Granites for mixer applications.
BP Lubricants USA’s Castrol Tection Extra diesel
engine oil now available at Flying J & Pilot truck-
stops.

TRANSITION & EXPANSION
C a t e r p i l l a r forms Cat Environmental

T e c h n o l o g i e s to manufacture aftertreatment
technology & products. Michelin N. America t o
invest $80 million to produce X One wide single
truck tires at its Waterville, Nova Scotia, plant.
Expansion will double X One tire capacity.
Toronto based RigMaster Power opens plant in
Olathe, Kan. to build RigMaster Power APUs.
Facility will also house RigMaster’s N. American
parts distribution.

HONORS
International Truck & Engine’s AWARE

Vehicle Intelligence wins Frost & Sullivan’s ’06
Medium-Heavy Truck OE Industry Innovation &
Advancement of the Year Award. 

FTR Associates cited for ’05 “Best Inflation
Forecast” & “Best Oil Price Forecast” by the Federal
Reserve Bank of Chicago. 

COMMUNITY & INDUSTRY
International Truck & Engine pledges

$375,000 to SAE Foundation’s World in Motion
math & science programs for grades 4-10.
Powertrain system developer AVL pledged
$350,000; ArvinMeritor $250,000. Northwood
University awards first scholarship in Heavy Duty
Aftermarket Management from Heavy Duty
America Founders Fund. Newly created fund is
a memorial for 2 Heavy Duty America founders, Jim
Burke & Peter Bley.  Michelin Americas Truck
Tires joins Mack Trucks & Chevron Delo as
major sponsor of the American Trucking Assns.’
Share the Road highway safety program. 

EMISSIONS
Volvo Trucks N. America unveils 3 new

engines using high-efficiency cooled gas recircula-
tion (EGR) with a diesel particulate filter (DPF) to
meet ’07 emissions standards. Models include the
11-liter D11, 13-liter D13 & 16 liter D16. A $7,500
price increase for new technology will be listed as a
surcharge on trucks built with the ’07 engines.
Company says it will continue to offer the 15-liter
Cummins ISX with ’07 emissions as an option in
Volvo VN & Volvo VT highway tractors.  

Cummins says its on-highway engine
line is ready to meet ’07 emissions & field
testing is “well ahead of schedule.” Engines use
EGR technology with exhaust aftertreatment provid-
ed by an integrated Cummins particulate filter &
crankcase ventilation system. Company said it has
more than 400,000 cooled-EGR engines on the road
& “over 30 billion miles of experience.” 

Cummins approves B5 biodiesel (5%
biodiesel, 95% petroleum diesel fuel mix) for its on-
and off-highway engines. Company says it also sup-
ports DaimlerChrysler plan to approve B20 (20%
biodiesel) in certain Cummins-powered Dodge Ram
’07 models. International Truck & Engine’s IC
Corp. & Enova testing a hybrid school bus
that uses  Enova’s post-transmission 80 kW Hybrid
Drive System with an International VT365 diesel
engine.

Continued from page 5
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PEOPLE
John Murphy to president/CFO, Accuride

Corp., from CFO. He succeeds Terrence Keating
as president, but Keating will continue as a board
member and CEO. Tony Donatelli, president of
Accuride’s Imperial Group, becomes corporate
senior vp with additional responsibility for Bostrom
Seating. Ben Laaper to Accuride vp, global sourc-
ing, from materials & purchasing director. 

Jon Morrison to general mgr., Meritor WABCO
Vehicle Control Systems, from global director, sales
& application engineering, Dana Corp. Bridgestone
Firestone N. American Tire names Kurt
Danielson exec. director, commercial marketing,
U.S. & Canada; Art Campagnoni, exec. director,
commercial sales. 

Donald McGrath to communications vp, Eaton
Corp., from corporate communications vp, BASF
Corp. Gregory Stohler to market director,
Detroit Diesel, from exec. director, Cummins
Bridgeway. Al Cohn to director, new market devel-
opment & engineering support, Pressure Systems

Int’l. Ken Myers to branded products marketing
mgr., Affina Under Vehicle Group, from friction
product mgr. 

John Younger to general mgr., Carlisle Altec,
from OEM account mgr., ArvinMeritor. Duane
Blakely to national fleet accounts mgr., Holland
USA, from account mgr., governmental sales & air-
port ground support equipment. Mark Skiles to
national accounts mgr., TODCO. 

HDT/RoadStar contributing editor Evan
Lockridge to host/produce Expediter News Break,
a news report targeting expedited truck drivers, on
the XM Satellite Radio’s Dave Nemo Show. 

Ron Stanley to COO, Landstar Express
America, from president. Jim Handoush to presi-
dent, Landstar Global Logistics, from president,
Landstar Logistics. Stephen O’Kane to president,
A. Duie Pyle, from president, New Penn. Ellen
Voie resigns as Trucker Buddy exec. director to
take a position with Schneider National. Annette
Sandberg resigns as administrator, Federal Motor
Carrier Safety Administration. 

Continued from page 6

TRUCK SALES CHARTS ON PAGE 8
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U.S. RETAIL TRUCK SALES REPORT 
CLASS 8 CLASS 7 CLASS 6

33,001 LBS. & OVER 26,001-33,000 LBS. 19,501-26,000 LBS.
MANUFACTURER JANUARY YTD YTD JANUARY YTD YTD JANUARY YTD YTD

SALES SALES SHARE SALES SALES SHARE SALES SALES SHARE
Chevrolet 222 222 3.00% 60 60 1.40%
Ford 414 414 5.59% 878 878 20.46%
Freightliner 6,327 6,327 32.90% 2,073 2,073 27.98% 950 950 22.14%
GMC 322 322 4.35% 128 128 2.98%
Hino 54 54 0.73% 212 212 4.94%
International 3,425 3,425 17.81% 3,296 3,296 44.49% 1,849 1,849 43.09%
Isuzu 38 38 0.51% 8 8 0.19%
Kenworth 1,969 1,969 10.24% 370 370 4.99%
Mack 1,956 1,956 10.17%
Mitsubishi Fuso 11 11 0.15% 63 63 1.47%
Nissan Diesel 4 4 0.05% 61 61 1.42%
Peterbilt 2,090 2,090 10.87% 377 377 5.09%
Sterling 1,026 1,026 5.34% 228 228 3.08% 82 82 1.91%
Volvo 2,116 2,116 11.00%
Western Star 250 250 1.30%
Other 70 70 0.36%

Totals 19,229 19,229 100.00% 7,409 7,409 100.00% 4,291 4,291 100.00%
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