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Quarterly Wolfe Research Transportation Report Summary

How Fast Things Change; Q3 Survey Done at Average Price of $75 per
Barrel of Oil; What Will the Q4 Survey Results Show?

SCDigest Editorial Staff

We are always interested in the quarterly ship-
pers survey and report, previously managed by
transportation industry analyst Ed Wolfe and his
team at Bear Stearns, now under his new company
Wolfe Research.

Under the new title of "The State of the Freight,” the
Q3 2008 survey results were released last week by
Wolfe Research, and present an opportunity for in-
teresting analysis. Wolfe says the survey was con-
ducted prior to the end of September, when oil
prices were at an average of $75 per barrel, and also
before the US and global economy went into a
deeper tailspin in October and November.

It will be interesting to see the results for Q4 2008
when they are released, probably in February, 2009.

For example, at $75 per barrel, fuel charges and re-
lated logistics costs were still very high versus those
of just a couple of years ago. As a result, for exam-
ple, 76% of Q3 respondents said that high fuel
prices had caused them to consider less fuel-
intensive transportation modes, such as rail and in-
termodal. Will that change in an environment of $50
per barrel oil? Maybe, but the current environment
also places a premium on inventory reduction, which
slower rail transport would less well enable.

Interestingly, the Q3 survey also found fewer ship-
pers perceived that carriers were leaving the market
versus the high levels of Q1 and Q2 of this year, as
the inability, especially of smaller carriers, to fully
recover soaring diesel fuel costs caused many of
them to simply pull equipment off the road. While
51% saw some increase in truckload carriers exiting
the market in Q3, that's down from 73% in Q2. The
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Probably in concert with perceptions of
fewer carriers leaving the market, ship-
pers in Q3 now see more over capacity

in the truckload market, versus a small
move towards seeing tightening capac-
ity in Q2.
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proprietary Wolfe Research Truck Bankruptcy In-
dex also has declined substantially from the levels
of July. In both cases, the results may simply re-
flect that the weakest carriers left the market ear-
lier in the year, and fewer of the remaining
stronger carriers are going bust or giving up.

Other Key Findings
Other key findings from the Q3 report include:

= Shippers continue to be mostly positive on rail
service, which Wolfe says reflects “the gener-
ally improved consistency from the individual
rails and the broader overall rail network.”

= The movement of volumes from rail to truck-
load and truckload to rail by shippers in Q3 bal-
anced out, with just under 5% of freight being
moved each way.

= The gap of equivalent cost between rail and
truckload held firm, with rail about 12% less
expensive than TL.

= For the third straight quarter, Burlington North-
ern was rated as the best rail freight “value,”
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Exhibit 25. What Do You Expect Regarding the Direction of TL/LTL Capacity over the Next 12
Months?
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now by a fairly substantial margin over sec- = 21% of TL shippers and 23% of LTL shippers plan to

ond place Norfolk Southern. negotiate multi-year carrier contracts soon to take
= Probably in concert with perceptions of fewer advantage of a very favorable rate environment. 14%

carriers leaving the market, shippers in Q3 of both TL and LTL shippers have already done so.

now see more over capacity in the truckload Interestingly, 10% of TL shippers and 13% of LTL

market, versus a small move towards seeing shippers have tried to negotiate multi-year deals, but

tightening capacity in Q2. 59% of shippers were unable to do so and settled for single year con-

saw TL overcapacity in Q3, versus 12% see- tracts.

ing tight capacity and 29% seeing balanced

capacity. (See figure above.) The Q4 survey results will be very interesting to see.

= 18% of shippers saw “extreme over capac-
ity” in the LTL market, just below the record
21% that reported the same in Q1 of this
year.
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