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The trucking industry is cyclical. This
means that in logistics you can count
on history to repeat itself.

That makes understanding where

the market has been essential to
predicting where the market is going.

In this report, you’ll find trucking-related economic
data and analysis, based on the previous quarter, that
will provide a macroeconomic view on the state of the

market with insights into how to prepare for the upcoming

quarter. For each month you will find key factors that had

an impact on our trucking economy, as well as volume and

rate data for the most recent month.

A slowdown in manufacturing
suggested further declines in
freight volumes.

Industrial production has been
declining since September
2022, potentially due to weaker
consumer demand.

The Contract & Spot spread
narrowed in early 2023, but
has since widened back to
Q4 2022 levels.

Shippers took advantage of the
excess capacity, pushing
contract rates down to follow
spot levels. Contract rates are
always about 1-2 quarters
behind spot, so as spot rates hit
new bottoms in March, the gap
between the two increased.

A Q1 review of the trucking economy & how it will shape our thinking for Q2

March marked the beginning
of an unprecedented
banking crisis.

Credit-driven consumption
may slow down in the coming
months, potentially impacting
the full truckload market with
reduced volumes.



Loadsmart’s 2023

Truckload Market Outlook:

As noted in previous updates, our spot market forecast predicted a Q4’23 spot rate rebound which
would put Q4’23 around 10-15% up from today’s lows (+0-5% YoY). We’re currently refreshing this
forecast with some more bearish assumptions that will likely push this rebound back to Q1’24 - why:

Demand indicators and the overall economic backdrop have worsened slightly. Most notably,
Industrial Production for Q1°23 is likely to turn deflationary (YoY) for the first time in 3+ years
and we expect consumption to remain flat or even decline amidst the continued high-interest
rate environment.

The reduction in capacity is continuing to take longer than expected and we expect nothing
different over the coming months due to:

e Excess carrier profits stemming from the historic bull market,
e Lower diesel rates YTD’23 (though this may reverse), and
e Simply the vast amount of excess trucks in the market today (we estimate 250k+)

Contract rates are now down -15% YoY and we expect this number to get to -20-25%

over the next two quarters based on our internal RFP pricing data (and as we all know
contract lags spot by about 2 quarters, typically).
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An inside look into your

industry: Food & Beverage

Is produce season starting earlier this year?
Volumes shipped by the food & beverages industry’, 20-day moving average
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1. The food & beverages industry consists of shippers whose primary activity is the production and/or distribution of edible goods.
From food producers to grocery stores, with the exception of department stores.

2. Indexed to first day of the series - Oct 4, 2021 volume = 100.

Note: Weekends are excluded.

Source: Loadsmart.

Volumes for Food & Bev have been in a shallow downtrend since February 2023. Based on last year,
we expect food & beverage volumes to rise over the next 1-2 months as it seems that produce
season impact has likely already begun.

As depicted by the lighter line in the chart above, produce season’s impact seemed to clearly take
hold beginning May 2022. Each year produce season’s impact hits the market at different times, and
based on our indices current trends, we think produce season could already be in action.
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An inside look into your

industry: Department Stores

Volumes recovered from post-holiday slump, but macro data shows mixed
signals for the next quarter

]307Volumes shipped by departament stores, 20-day moving average
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1. Indexed to first working day of the 2023 - Jan 3, 2023 volume = 100.
Notes: Weekends are excluded. Data from earlier dates are not available.
Source: Loadsmart.

The first quarter of 2023 was marked by a drop in department stores’ volumes, likely driven by their
usual post-holiday slump in their sales. Over the next quarter, we expect this index to remain flat.

The inflationary environment is not favorable for department stores, but we cannot anticipate to
what extent large department store groups will be willing to cut margins to maintain volumes in this

bearish scenario.

An upside for 2023 is that many retailers have improved inventory management as seen in the
data: February’s inventory-to-sales ratio down 6% YoY. [Inventory-to-sales data is available here]
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An inside look into your

industry: Home Improvement

Home improvement volumes to recover from winter downfall
Volumes shipped by the home improvement retailers, 20-day moving average
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1. Indexed to first working day of the 2022 - Jan 3, 2022 volume = 100.
Note: Weekends are excluded.
Source: Loadsmart.

Home improvement retailer shipments regained momentum in March, in line with the increase in
furniture and home furnishings store sales on the month - real retail sales in the sector rose 13% MoM,
after consecutive declines since December, according to these data points adjusted for CPI. We expect
volumes in this sector to continue to recover as residential remodeling picks up from winter to spring.

Also, even with the projected home price depreciation for 2023, the demand for home improvements
will likely keep its momentum assuming there are no major shocks to the housing market or to
personal disposable income. Mean Sales Price of Existing Homes are found here.
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https://www.census.gov/econ/currentdata/?programCode=MARTS&startYear=2022&endYear=2023&categories[]=442&dataType=SM&geoLevel=US&adjusted=0&notAdjusted=1&errorData=0
https://cdn.nar.realtor/sites/default/files/documents/ehs-02-2023-average-price-2023-03-21.pdf

January 202:

Prices peaked in the first week of the month - likely still boosted by the holiday season’s
tightened capacity; then they fell back to December 2022’s floor.

Retailers Inventory-to-Sales

The second half of 2022 was marked by a shrinkage in inventory levels as stores bore down their
efforts to clear up inventory amidst recession fears - stemming from worries that high inflation and
credit card delinquency rates rising may dampen personal consumption in 2023.

But, despite retailers’ efforts to bring down inventories and lower the inventory-to-sales ratio, the
ratio has remained consistently high since August. The ratio is not expected to get back to its pre-
pandemic levels because supply-chain management developments are making retailers more
capable of quickly adjusting the mismatches between demand and inventory availability, without
the need of piling up excessive inventory.

We predict another increase in inventory to sales metrics as the Advance Retail Sales Survey
reported a decline in sales for December - which suggests that holiday deals were not enough to
foment a shopping spree large enough to take significant inventory off the shelves.
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Source: Board of Governors of the Federal Reserve System.
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https://www.census.gov/retail/marts/www/marts_current.pdf

February 2023

By mid-February, our rate index had reached its lowest point in the current deflationary
market cycle, but then slowly regained steam in the last week.

As we predicted at the end of last year, the spread between contract and spot rates started the year on
a downward trajectory. The reasoning behind our forecast was that shippers would take advantage of
the soft freight demand & excess capacity, pushing contract rates down to follow spot levels; carriers,
in turn, would keep an effort to maintain minimum contracted volumes in the 1H2023 bidding season.

In 2023 we have seen this trend take place: from July 2022 to January 2023, Loadsmart’s average
monthly spread dropped 10 p.p., from 20% to 9% - shown below. However, the additional spot rate

contraction that began in February slightly reversed this trend - the current spread, updated on the
14th of April, is 13%.

The spread widened again in February, after consecutive tightenings, due to new spot rate decline
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It's important to note that this spread has since widened back to Q4'22 levels as spot rates (which
move quicker than contract) continued to fall on the back half of Q123
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February 2023

By mid-February, our rate index had reached its lowest point in the current deflationary
market cycle, but then slowly regained steam in the last week.

Another impact on the freight economy, heavy truck sales are down to 450 thousand units in February,
a 12% decline MoM. The biggest monthly decline in sales in over three years - shown below.

February truck sales stumbled by 12% MoM in 2023
Heavy weight trucks sales units in retail, seasonally adjusted annual rate
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Source: U.S. Bureau of Economic Analysis. Heavy trucks are trucks with more than 14,000 pounds gross vehicle weight
(Classes 4 to 8).

Despite the recessive freight market during 2022, truck sales continued to rise throughout the year,
likely due to the shortage of trucks in inventory during the pandemic period. However, recent data
suggest that the late truck replacement cycle that supported the market last year is now over. In

addition to the recessionary scenario for trucking, vehicle financing conditions worsened due to
consecutive interest rate hikes.
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March 2023

Our spot rate index fell by 20% MoM, returning to February’s low by the end of the month.
Our volume index rose for the fifth consecutive month in March.

Volumes: Our volume index increased by 3.5% in March (from day 01 to 31). The index was rather
stable during the month and we continue to emphasize the positive recovery. Our index rose for
the fifth consecutive time in March on the monthly average and is only 5.2% down YoY. If this trend
continues, our 2023 produce season should be busier than in the previous year.

Rates: Our price index fell by 19.7% MoM. From February 19th to March 24th, prices were on a steady
recovery path, moving away from the February low. But by the end of the month, prices had plunged
back to the same low point from February. This plunge was widespread across regions and was
surprising given the timing with EOQ. We expect prices to remain low during March and early April
during the transition from winter to spring until the demand for produce season picks up.
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March 2023

Our spot rate index fell by 20% MoM, returning to February’s low by the end of the month.
Our volume index rose for the fifth consecutive month in March.

March marked the beginning of an unprecedented banking crisis that may weigh on consumer
spending in the coming months. The failure of three US banks - Silvergate, Silicon Valley, and
Signature - plus Credit Suisse has raised fears of a liquidity crunch in the financial system.

This directly impacts banks’ lending activity, so consumers can expect to see a deterioration in

personal credit conditions in the months ahead. Real consumption spending is down by 0.2% MoM,
but up 1.5% YTD.

As shown in the figure to the right, only the service sector has kept steady growth since January
2022; while nondurables spending is stagnant, and durables spending plummeted in 2022. In
January 2023, durables spending rebounded due to auto sales but decreased again in February.

Consumption on durables is 4.3% down YTD
Real personal consumption expenditures by category, indexed by Jan 2022 values
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Source: U.S. Bureau of Economic Analysis.
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March 2023

Our spot rate index fell by 20% MoM, returning to February’s low by the end of the month.
Our volume index rose for the fifth consecutive month in March.

Opec announced a production cut that will begin in May and run until the end of 2023. The cut came
as a surprise to the US administration, which has been trying to lower fuel prices in order to control
domestic inflation and ease the dependence on OPEC+ decisions. The US government has been
controlling the oil supply in its territory through the use of the Strategic Petroleum Reserve (SPR).
However, the SPR may not be able to offset the effect of this unexpected production cut by OPEC+
members because it is unable to increase its oil production in the short term.

Itis still unclear how much of the OPEC+ decision will be passed on to retail diesel prices, but we expect
an upward revision to the price forecasts from the latest EIA report - shown below.

Fuel prices were already projected to increase slightly over the summer, and the OPEC announcement
will contribute further. However, the effect should be small and it is unlikely that prices will reach 2022
levels and exceed $5 per gal.
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We Are Loadsmart

Loadsmart pairs advanced technologies with deep-
seated industry expertise to fuel growth, simplify
operational complexity, and bolster efficiency for
carriers and shippers alike. Transforming the future
of freight, Loadsmart leverages artificial intelligence,
machine learning and strategic partnerships to
automate how freightis priced, booked and shipped.

Shippers move more with less by integrating

their Transportation Management System (TMS)
with Loadsmart Link to access instantly bookable
guaranteed capacity with one dynamic rate. These
vital TMS integrations allow rates, tenders, tracking
and invoicing to flow automatically between
Loadsmart and shippers, delivering unmatched
visibility to the shipments.

As a one-stop-shop logistics solution for dynamic
freight, Loadsmart offers mode optimization
services, identifying opportunities to secure the
most favorable mode in real-time.

Learn more


https://loadsmart.com/



