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A Snapshot of Supply, Demand & Inventories 

Classic January Freight Picture Retail inventories in good shape 
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Note: red sections are loads, yellow are trucks.  Source: U.S. Census Bureau 
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4 Non-Conventional Signals: Mixed but Okay 
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Class 8 Tractor Backlog Cancellation Rate

Cancel Percent Backlog

1997-1999 Average: 2.2%
2004-2006 Average: 1.4%
2011 YTD Average: 1.6%
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Total Trailer - Cancel Percent Backlog

Cancel Percent Backlog

1997-1999 Average: 2.1%
2004-2006 Average: 1.0%
2011 YTD Average: 0.6%
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Blast Furnace (Steel) Utilization 

TOFC Loads (Piggyback/overflow) are Inconsistent 

Sources: AMM, AAR and ACT.  
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4 More Signs are Relatively Okay 

May 1980:
-26.6%

Dec. '94: 
+29.7%

Dec. '95: 
-18.7%

Sept. '08: 
+8.1%

-30%

-20%

-10%

0%

10%

20%

30%

40%

30 

50 

70 

90 

110 

130 

Jan-80 Jan-83 Jan-86 Jan-89 Jan-92 Jan-95 Jan-98 Jan-01 Jan-04 Jan-07 Jan-10

Y
r/

Y
r 

%
 C

h
a
n

g
e

N
S

A
 M

o
n

th
ly

 T
o

n
n

a
g

e
 

4 

Truck Tonnage-Up 25 Straight Months 

BIFMA (Business Institutional Furniture) Non-residential construction is up 

Chemical carloads,Wk4 +3%;(6-week rolling average up 4.8%) 

Sources: Calculated Risk, ATA and AAR. 

 

-40.0%

-30.0%

-20.0%

-10.0%

0.0%

10.0%

20.0%

1/
28

/2
00

8

4/
28

/2
00

8

7/
28

/2
00

8

10
/2

8/
20

08

1/
28

/2
00

9

4/
28

/2
00

9

7/
28

/2
00

9

10
/2

8/
20

09

1/
28

/2
01

0

4/
28

/2
01

0

7/
28

/2
01

0

10
/2

8/
20

10

1/
28

/2
01

1

4/
28

/2
01

1

7/
28

/2
01

1

10
/2

8/
20

11

1/
28

/2
01

2

Weekly Growth 6-Week Rolling Average



Thom Albrecht 

804-787-8210 

4 More Indicators-On Balance Okay 

5 

Sources: American Institute of Architects, National Association of Realtors, Wright-DBC, Federal Reserve Board.  EHS supply is 6.2 months 

10

10.5

11

11.5

12

12.5

13

13.5

14

3
/3

1
/1

9
8
0

3
/3

1
/1

9
8
2

3
/3

1
/1

9
8
4

3
/3

1
/1

9
8
6

3
/3

1
/1

9
8
8

3
/3

1
/1

9
9
0

3
/3

1
/1

9
9
2

3
/3

1
/1

9
9
4

3
/3

1
/1

9
9
6

3
/3

1
/1

9
9
8

3
/3

1
/2

0
0
0

3
/3

1
/2

0
0
2

3
/3

1
/2

0
0
4

3
/3

1
/2

0
0
6

3
/3

1
/2

0
0
8

3
/3

1
/2

0
1
0

D
e

b
t 

S
e

rv
ic

e
 R

a
ti

o

14

14.5

15

15.5

16

16.5

17

17.5

18

18.5

19

19.5

20

F
O

R
 R

a
ti

o

Debt Service Ratio

Financial Obligations Ratio



Thom Albrecht 

804-787-8210 

Spot Market at High Levels Despite Mediocre Economy 
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Sources: TransCore for left chart; Internet Truckstop for right.  On right chart, above 7.0 favors carriers; below 

5.0 favors shippers; 5 to 7 is “neutral zone”, in terms of pricing and capacity.   
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Lending: Bottoming & Starting to Grow 
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Source: Federal Reserve Board.  C&I is commercial and industrial and RE is real estate 
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The Gap Between Spending on Equipment & People is the 

Widest of Any Recovery 

8 

Source: Wall Street Journal, January 17, 2012 
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Key Equipment & Productivity Trends 
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Tractors: $40,000 More Expensive Since ‘01 But Nothing Added to Residuals; Shortage 

of Late Model Equipment Will Hurt Many Carriers 
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Sources: Tractor values from Navistar from 2000-2010, 1990, 1995 and 2011E figures are BBTCM estimates; Class 8 tractor sales from A.C.T. Research.  1st year D&A is 

approximately $33,000, meaning value is $85K after one year. 
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13% Shrinkage in Tractors 8-Years Old or Newer 

• TL Fleet (8 years old or newer) has 
shrunk 14.4% or 231,380 units; 1.5% 
growth in 2011; 0.5% growth 
expected in 2012 

• Fleet that is 15 years old or newer 
has shrunk 13% or 290,011 units; 
0.9% shrinkage in 2011; 1.5% 
growth expected in 2012 

• Tractor growth has been below GDP 
8 of the last 10 years 

• It has also been below Industrial 
Production most years 

• Trucking is more cyclical than the 
broader economy 

• Deregulation’s 20-year window of 
growth has run its course 

• Freight grows slower than GDP 
growth most years 
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Sources: A.C.T. Research and BBTCM analysis.  Population figures in millions. 
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Productivity Down, Rates up Modestly, Input Costs Up 
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Sources: BBTCM analysis of a composite of carriers.  Trailer tractor ratio was 1.7; 2.0; 2.5; 2.8 and 2.5, respectively.  All 4 data figures began at 100.0 in 1990. 



Thom Albrecht 

804-787-8210 

CSA, DRIVERS, RATES, INTERMODAL & OTHER 

13 
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Population Demographics are Lousy for Driver Recruiting 
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• White males aged 35-54 have shrunk by 3M during the last decade 

• Van pay is typically under $0.40 a mile  and annual pay averaged about $46,500 in 2010; will be about 
$48,000 in 2011 

• Private not-for hire fleets have low turnover (<15%) and average $64,000 in annual driver pay 

• This implies TL for-hire pay needs to rise to $0.50 to $0.55 per mile 

• CSA and lousy demographics are steep headwinds 

14 

Sources: U.S. Census Bureau.  Unemployment is from the Bureau of Labor Statistics (BLS).  BBTCM analysis below.   
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Driver Turnover is Rising Even Without a Housing Recovery—Could 

get Really Difficult when it Does 
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• If HOS (hours of service) is trimmed (could take effect in summer 2012 or early 2013) and housing 
improves a little in 2H’12, then the stage could be set for a very challenging driver and capacity market in 
2013; 2014 similar to 2004 and 1994? 

• Each housing start generates about 8 TL loads 

• Once housing begins to recover it could rise for 7-8 straight years 

• Housing starts of 700K in 2013 and 850K in 2014 could do far more damage to driver availability than all 
those years when housing starts were above 1.5M 

 

 

15 

Sources: U.S. Census Bureau on left; ATA TRAC Report on right, which reflects large TL fleet (above $30M of revenue) annualized 

driver turnover. Q4’11E is from BBTCM.  Unemployment is from the Bureau of Labor Statistics (BLS).  BBTCM analysis below.   
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Annual Change in Construction Jobs (000s)-Negative Implications 

for Truck Drivers 

Year Total 

Construction 

Jobs 

Residential 

Construction 

Jobs 

Non-

Residential 

Jobs 

2002 -85 88 -173 

2003 127 161 -34 

2004 290 230 60 

2005 416 268 148 

2006 152 -62 214 

2007 -198 -273 75 

2008 -787 -510 -277 

2009 -1053 -431 -622 

2010 -149 -113 -36 

2011 46 20 26 

16 

Source: Bureau of Labor Statistics, January 2012 report 
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Why Drivers Leave Their Jobs 
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Source: Newport Communications and Heavy Duty Trucking magazine survey of 4,000+ drivers.

Why Did You Leave Your Last Trucking Job?

Owner-Operator Company Driver 
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Industrial Production vs. GDP 
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• IP growth has outpaced GDP 

growth 9 of the last 18 years, 

including last two years 

 

• Really great freight years of 

1994, 1997, 1998, 2H’04 and 

2005 all saw IP outpace GDP 

 

• Boomers older; spending focus 

is now: healthcare, education, 

philanthropy and “wants” 

versus “needs” 

 

• Key: corporate capital spending 

plans for 2012; Capital 

spending (ISM) projected to 

grow 1.9%, down from 11% in 

2011 and 5% in 2010 

 

• Consumer discretionary 

spending is the most 

vulnerable sector (autos, 

furniture, appliances, selected 

electronics, etc.) 
Sources: BEA for GDP growth and Federal Reserve Board for IP.  BBTCM analysis on left. 
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Truck Tonnage 

(Seasonally 

Adjusted Index) 

Total TL Loads 

(Not Seasonally 

Adjusted Index) 

Wards N.A. Car & 

Truck Production  

(In Millions) 

Housing Starts  

(In Thousands) 

1999 105.5 102.8 17.6  1,640.9 

2000 100.0 (-5.2%) 100.0 (-2.7%) 17.7  1,568.7 

2001 99.5 (-0.5%) 106.0 (+6%) 15.8  1,602.7 

2002 103.6 (+4.1%) 111.1 (+4.8%) 16.7  1,704.9 

2003 106.7 (+3.0%) 111.6 (+0.5%) 16.2  1,847.7 

2004 112.9 (+5.8%) 109.7 (-1.7%) 16.2  1,955.8 

2005 115.7 (+2.5%) 109.2 (-0.5%) 16.3  2,068.3 

2006 113.6 (-1.8%) 109.3 (0%) 15.9  1,800.9 

2007 112.1 (-1.3%) 110.0 (+0.6%) 15.4  1,355.0 

2008 113.3 (+1.1%) 110.9 (+0.8%) 12.9  905.5 

2009 103.4 (-8.7%) 94.4 (-14.9%) 8.76 (-32.1%) 554.0 

2010 109.4 (+5.8%) 99.0 (+4.9%) 12.15 (+38.7%) 586.9 

2011 115.9 (+5.9%) 102.4 (+3.0%); Nov 13.46 (+10.8%) 606.9 

2012E ~4% to 5% growth ~2% to 4% growth ~14 to 14.2M ~680-700 

19 

Truck Tonnage & Loads Versus Auto & Housing; Incremental 

Changes More Adverse to Drivers & Capacity this Cycle 

Sources: ATA for tonnage and loads; www.wardsauto.com for autos; U.S. Census Bureau for housing. 
Auto sales through December were 12.7M units up from 11.6M in 2010. 
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Dry Van Loads 

(“NSA” Yr/ Yr 

%Δ) 

Flatbed Loads 

(“NSA”; Yr/ Yr 

%Δ) 

Refrigerated 

Loads (“NSA”; 

Yr/ Yr %Δ) 

LTL Shipments 

(not tonnage) 

(“NSA Yr/Yr %Δ)  

1999 7.9% 17.4% 10.2% 

2000 (0.6%) 9.1% 7.2% 

2001 8.2% 3.6% 0.0% (10.8%) 

2002 6.7% 0.2% (1.1%) (2.2%) 

2003 (1.2%) 7.5% (11.0%) 4.2% 

2004 (3.7%) 4.5% 5.0% 9.9% 

2005 (1.3%) 5.2% 1.5% 6.6% 

2006 (0.3%) (0.7%) 7.7% 2.9% 

2007 1.0% (5.2%) 6.6% (2.8%) 

2008 (2.7%) (9.5%) 7.6% 1.6% 

2009 (15.0%) (20.7%) 3.1% (21.7%) 

2010 1.4% 3.9% 2.6% (4.0%) 

2011 YTD (3.3%) (2.0%) (4.9%) 12.2% 

20 

Trucking Segment Shipment Trends 

Source: ATA TRAC report. 2011 YTD is through November. 
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Closing thoughts/crystal ball 

• 2012 keys: drivers and regulations 

• Driver situation worsens as housing 

stabilizes/improves 

• Housing permits up in CA 

• TL peak: May-July 4?; intermodal 

peak: still in the fall 

• New TL pricing model?  Model off a 

rate per hour 

• Watch IP more than GDP 

• M&A will be better, but not robust 

• Service is deteriorating and first load 

acceptance rates were off in 2011 and 

will worsen this year 
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Source: BBTCM thoughts and analysis on left; Lean Logistics for chart. 
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Disclosures 
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IMPORTANT DISCLOSURES 

Price Chart 

 
To receive price charts on the companies mentioned in this report, please contact BB&T Capital Markets Research at 
800-552-7757 x8785. 
 
BB&T Capital Markets rat ing distribut ion by percentage (as of  December 31, 2011): 

All companies  
under coverage: 

 All companies under coverage to which it has provided 
investment banking services in the previous 12 months: 

Buy (1) 55.2% Buy (1) 10.6% 
Hold (2) 43.6% Hold (2) 4.2% 
Underweight/ Sell (3) 1.2% Underweight/ Sell (3) 0.0% 
Not Rated (NR) 0.0% Not Rated (NR) 0.0% 
Suspended (SP) 0.0% Suspended (SP) 0.0% 
 
BB&T Capital Markets Rat ings System: 
The BBTCM Equity Research Department Stock Rating System consists of three separate ratings. The appropriate rating 
is determined by a stock’s estimated 12-month total return potential, which consists of the percentage price change to 
the 12-month price target and the current yield on anticipated dividends. A 12-month price target is the analyst’s best 
estimate of the market price of the stock in 12 months. A 12-month price target is highly subjective and the result of 
numerous assumptions, including company, industry, and market fundamentals, both on an absolute and relative basis, 
as well as investor sentiment, which can be highly volatile.   
 
The definition of each rating is as follows:  
 
Buy (1): estimated total return potential greater than or equal to 10%  
Hold (2): estimated total return potential greater than or equal to 0% and less than 10% 
Underweight (3): estimated total return potential less than 0%     
 
NR: Not Rated NA: Not Applicable NM: Not Meaningful SP: Suspended 
 
Stocks rated Buy (1) are required to have a published 12-month price target, while it is not required on stocks rated Hold 
(2) and Underweight (3). 
 
BB&T Capital Markets Equity Research Disclosures as of  January 29, 2012 

COMPANY DISCLOSURE 

Arkansas Best Corporation (ABFS) 1, 6, 9 

C.H. Robinson Worldwide, Inc. (CHRW) 1, 6 

Celadon Group, Inc. (CGI) 1, 6, 8, 9 

Con-way Incorporated (CNW) 1, 6, 9 

Covenant Transportation Group, Inc. (CVTI) 1, 6, 9 

Heartland Express, Inc. (HTLD) 1, 6 

J.B. Hunt Transport Services, Inc. (JBHT) 1, 6, 9 

Knight Transportation, Inc. (KNX) 1, 6, 9 

Landstar System, Inc. (LSTR) 1, 6, 9 

Marten Transport, Ltd. (MRTN) 1, 6 

Old Dominion Freight Line, Inc. (ODFL) 1, 6, 9 

Roadrunner Transportation Systems, Inc. (RRTS) 1, 6, 9 

Saia, Inc. (SAIA) 1, 6 

Swift Transportation Co., Inc. (SWFT) 1, 6, 9 

USA Truck, Inc. (USAK) 1, 6, 9 
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Universal Truckload Services, Inc. (UACL) 1, 6, 8 

Vitran Corporation Inc. (VTNC) 1, 6 

Wabash National Corporation (WNC) 1, 6 

Werner Enterprises, Inc. (WERN) 1, 6, 9 

YRC Worldwide Inc. (YRCW) 1, 6 
 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 
 

BB&T Capital Markets Equity Research Disclosure Legend 
1. BB&T Capital Markets makes a market in the securities of the subject company. 

2. The analyst or a member of the analyst's household serves as an officer, director, or advisory board member of 
the subject company. 

3. The analyst or a member of the analyst's household owns shares of the subject company. 

4. BB&T Capital Markets has managed or co-managed a public offering of securities for the subject company in the 
last 12 months.  

5. BB&T Capital Markets has received compensation for investment banking services from the subject company in 
the last 12 months. 

6. BB&T Capital Markets expects to receive or intends to seek compensation for investment banking services from 
the subject company in the next three months. 

7. BB&T Capital Markets or its affiliates beneficially own 1% or more of the common stock of the subject company as 
calculated in accordance with Section 13(d) of the Securities Exchange Act of 1934.  

8. The subject company is, or during the past 12 months was, a client of BB&T Capital Markets, which provided non-
investment banking, securities-related services to, and received compensation from, the subject company for 
such services. The analyst or employees of BB&T Capital Markets with the ability to influence the substance of 
this report knows the foregoing facts. 

9. An affiliate of BB&T Capital Markets received compensation from the subject company for products or services 
other than investment banking services during the past 12 months. The analyst or employees of BB&T Capital 
Markets with the ability to influence the substance of this report know or have reason to know the foregoing facts. 

 
For valuation methodology and related risk factors on Buy (1)–rated stocks, please refer to the body text of this report or 
to individual reports on any covered companies referenced in this report. 
 
The analyst(s) principally responsible for preparation of this report received compensation that is based upon many 
factors, including the firm’s overall investment banking revenue. 
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Analyst Cert if icat ion 
The analyst(s) principally responsible for the preparation of this research report certify that the views expressed in this 
research report accurately reflect his/ her (their) personal views about the subject security(ies) or issuer(s) and that 
his/ her (their) compensation was not, is not, or will not be directly or indirectly related to the specific recommendations 
or views contained in this research report.  
 
OTHER DISCLOSURES 
The information and statistics in this report have been obtained from sources we believe are reliable but we do not 
warrant their accuracy or completeness. We do not undertake to advise the reader as to changes in figures or our views. 
This is not a solicitation of an order to buy or sell any securities.  
 
BB&T Capital Markets is a division of Scott & Stringfellow, LLC, a registered broker/ dealer subsidiary of BB&T 
Corporation.  Member FINRA/ SIPC.  NOT A DEPOSIT, NOT FDIC INSURED, NOT GUARANTEED BY THE BANK, NOT 
INSURED BY ANY FEDERAL GOVERNMENT AGENCY AND MAY GO DOWN IN VALUE. 
 
The opinions expressed are those of the analyst(s) and not those of BB&T Corporation or its executives. 


