“Yes, Virginia, There Will Be a
Recovery—The March Back to
Equilibrium and Beyond”

A TRUCKING STATE OF THE UNION

Fall 2024

Thom Albrecht, Chief Revenue Officer
thom.albrecht@reliancepartners.com
804-398-8935
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| GREW UPWITH JOHNNY CASH, STEVE
JOBSAND BOB HOPE..

TRUCKING AND
LOGISTICS:

Tough Times
Indeed!
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TRUCKING 'STATE OF THE UNION" AGENDA
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 The State of Freight

 The State of the Consumer
 The State of Demand

- The State of Capacity

-  The Right State of Mind
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j “It's difficult to make predictions,

especially about the future.”
- Yogi Berra
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8 FREIGHT RECESSIONS

Trucking Freight Recession Depth July 2018

" Tariffs Dec 2014

/ Fracking Bust C u rre nt o n e

March 2022

> Modest Volume

Great Offshoring (But Nasty Supply Problem!)

June 1990 Jan 1981

Defense Drawdown, Trade / v Interest Rates
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=Dec-14 lul-18 Mar-22 Source: Michigan State University and Professor Jason Miller, who
created a proprietary ton-mile index.
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SPOT MARKET:

120 _
Sputtering, But Stable (2024 Avg=68.0)
00 [99.7 The "Freight Mendoza Line” is ~100
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- 2022 Average: 93.8
Source: Truckstop.com MDI (Market Demand Index) and
captures capacity and demand data for dry van, reefer and
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LOAD-TO-TRUCK RATIOS HAVE LOST MOMENTUM

Van Load-to-Truck Ratio @ 2024 ©2023 © 2022 Reefer Load-to-Truck Ratio ® 2024 @ 2023 © 2022
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INBOUND PORT VOLUMES
Are Growing YOY After 14 Months of Declining Volumes
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BIGGEST GAINERS:
> Semiconductors

Plastic products
Household furniture
Appliances

Various
construction

materials

Sources: US port websites and the
McCown Report. Percentages are year-
over-year and are for loaded inbounded

containers as measured in TEUs.
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THE CYCLES IN PERSPECTIVE:
2021 Spending (i.e., Freight) Was on Steroids!

259%
23.2%
20%
m2004 m2014 m2018 m2021
159%
10%
8.4% 8.5%
7.4% 6.6% 6.9%
5.4% 5 2% pdid 5.1%
5%
2. 8% 2. 7% 3 0% >, 5% 2. 1% 2. 2%
0%
Overall PCE Durable Goods Non-Durable Goods Services

Source: BEA Personal Consumption Expenditures report and the St. Louis Federal Reserve. All figures are “real”, meaning inflation-adjusted.
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The Dollar Has Lost ~25% of Its
Purchasing Power in 3 Years

Truflation Timeframe @ Truflation Aggregated Rate P o

State of the E&
Consumer:
Struggling with Lost
Purchasing Power

After Pay Raises,

Most Workers Have Lost 10%
to 15% Purchasing Power

26 Straight Months of Negative
Wage Increases Until 2H'23—Up
10 of the Last 14 Months

Sources: BLS, CPT report, Truflation and RP research.
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CONSUMERS HAVEN'T HAD MUCH DISPOSABLE INCOME GROWTH

(none in 2021 to mid-2023)
Real Median Household Income Growth Percentage Growth

Cumulative Change in Real Dollars Cumulative

$9,000
$8,000 $7,690
$7,000 Trump 2017-2019 10.5%
$6,000
$5,000
$4,000
$3,000
$2,000
$1,000
$0

Biden 2021-2023 1.3%
$1,050

Trump 2017-2019 Biden 2021-2023 0.0% 2.0% 4.0% 6.0% 8.0% 10.0%12.0%
Trump 2017-2019 Biden 2021-2023 Biden 2021-2023 Trump 2017-2019

Source: U.S. Census Bureau report on Household Income, dated September 10, 2024. Real means adjusted for inflation. Each covers a 3-year period. The Census report excludes the
cost of housing and property taxes.
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INFLATION’S HIT TO ORDINARY ITEMS IS ONE REASON CONSUMER SPENDING IS SLUGGISH

Inflation’s Impact Since the Pandemic And These are Just a Sampling

Baby Wipes $4.25 56%
Bacon $5.58 S 46.56 = 18%
Beans & Rice $2.08 TT$3.552 T e7% !
Bleach $2.78 T4 87 759, )
Boneless Chicken $3.48 | Another: , 33%
Cooking O $5.22 Huge inflation for
Cows Milk $2.70 home and auto , )1 ¢
Deodorant $4.68 . 9%
Dog Food $5.42 insurance and ¢
Eggs $2.35 maintenance =T
Nutrition Bars $3.12 e 67T 829
Paper Towels $5.76 TTT$8.22 A3
Potatoes $2.00 8262 319
Ramen $0.62 - %108 = 74%0 J
Soda 12-Pak $4.20 e 7.64 829 !
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Source: NesoniQ, Relance partners esearch and e Us Goverent 2020 ®2024 =% Chg
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Menu item End-of-2019 price Mid-2024 price % increase
Medium French Fries $1.79 $4.19 134.1%
McChicken $1.29 $3.89 201.6%
Big Mac $3.99 $749 87.7%
10 McNuggets $4.49 $7.58 68.8%
Cheeseburger $1.00 $3.15 215%

Average price increase across these 5 items: 1414%

2024 source: McDonald's app (Figueroa Street Los Angeles location selected) End of
2019 source

Menu item End-of-2019 price Mid-2024 price % increase
Beefy 5-Layer Burrito $1.69 $3.69 118.3%
Nachos Bellgrande $3.29 $5.89 79%
Spicy Potato Soft Taco $1.00 $1.19 19%

T Cheesy Bean And Rice Burrito $1.00 $1.19 19%
5 I E M S u Crunchwrap Supreme $3.49 $5.29 51.6%
[

Average price increase across these 5 items: 57.4%

o 2024 source: Taco Bell website (didn’t require location to be specified)End of 2019
+141% at McDonalds

+579%0 at Taco Bell e
+ 80 0/0 at C h iCk-fi I _A ;ulenu |t(;m; o End of-2019;;|;§ Mid-2024 22;«; % inc;;a;;

Deluxe Chicken Sandwich

8 Chick-fil-A Nuggets $3.05 $5.99 96.4%
4 Chick-n-Strips $4.39 $7.85 78.8%
Medium Waffle Fries $1.65 $2.99 81.2%
Large Milkshake $3.15 $5.19 64.76%

Average price increase across these 5 items: 80.1%
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90 DAY DELINQUENCY RATES ARE RISING
As Consumers Grapple With Higher Debt and Lost Purchasing Power

12%
10.96%
Q2’24 Changes vs.
10% Q2'23:
Credit Cards: +50%
S0 8,350 Auto Loans: +19%
Mortgages: +56% 7.18%
6%
5.08%
4% 3.48%
3.04% 3.04% 2.88%
2.41%
2% 1.56% 1.61%
0.95%
0.63%
0.29% 0.34%
0% _o _0 - -
GFC Peak Pandemic Low Q1'22 (Freight Q2'23 Q2'24
Peak)

Source: NY Federal Reserve Household Debt report. GFC is “great financial crisis”
peak (typically in 2H’09); Pandemic low is either late 2021 or early 2022.

B Credit Cards m Auto Loans B Mortgages
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TO PAY BILLS & KEEP A CERTAIN STANDARD OF LIVING SAVINGS HAVE BEEN DRAINED

Personal Savings Rate: Pre and Post-Revisions

H 0P

33.8% in March
- 712020 and 26.3% in
\ | April 2021 After 2

= Fiscal Plans
1 II \

_ | \ In the last 9 months of 8.2% in 2018-2019
. | | 2021, US consumers
i spent $4.4 trillion of 8.4% Since 1970

. \ AV savings, more than the
155 \ : | : . I —

-. ~ , \ ENTIRE US Govt. spent! 2.90/ in July 2024

Source: Bureau of Economic Analysis (BEA).

o Jan-19 Apr-19 Jul-19 Oct-19 Jan-20 Apr-20 Jual-20 Oet-20 Jan-21 Apr-21 Jul-21 Cret-21 Jan-22 Apr22 Jual-22 Oct-22 Jan-23 Apr-23 Jal-23 Oct-23 Jan-24 Apr-24

——Savings Rarte: Pre-Revision ——Savings Rate: Post Dec '22 Revision ~——Savings Rate: Post May '23 Revision =—Savings Rate: Post Sept '23 Revision —Sa\.'ing:- Rate: Post INov '23 Revision
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THE STATE OF DEMAND:
Sluggishness Rules the Day

Will We Have a Recession?
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ISM PURCHASING MANAGERS' DATA

LOSing MOmentum Since Spring Customers’' Inventories-Higher #s Not
Good

New Orders-Lower #s Not Good 60
30 Lowest in Survey History
/68.0 was high point during the
70 68.0 pandemic and the highest level 50 e 47.8 48.3 47.4 , o 48.4
since January 2004 (70.6) 43.7 - 44.0 '
60
. 40
2:349.251449.1 4934, 4
50 45.4 "744.6
30
40 25.0
30 20
20
10
10
0 0
Mar Jan Feb Mar Apr May Jun Jul Aug Jul'21 Jan Feb Mar Apr May Jun Jul '24 Aug
'21  '24 24 24 24 '24 '24 '24 '24 24  '24 24 24 24 '24 '24

Note: Source and note permission granted by the Institute for Supply Management®, as part of their
monthly ISM® and PMI® reports. If applicable, please reference their website: ismworld.org.
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https://linkprotect.cudasvc.com/url?a=https%3a%2f%2fismworld.org&c=E,1,nUnUEJzTwwoJgzK3SfSK-1Av3Z2OcVlmY4GKomTum_4rc4mEy_wSfbIx1De9QQZ8Rbdvpzyj0lkvSbY5HyIBLP4M7YoywN6g2mW14eLRcHYnVrx-l160ZKR7sw,,&typo=1&ancr_add=1

INDUSTRIAL PRODUCTION
“The Straw That Stirs the ‘Freight Drink’—Negative 6 of Last 11 Months

2%
1.2%

1% o
0.7% 0.8%

1% 0.3%
. 0.19%
0% ]

-0.1%

-0.2% -0.2%
-1%

-0.7%
-19, -0.9%
-1.1%
-2%
Oct'23 Nov Dec Jan'24 Feb Mar Apr May June July Aug
B Oct'23 mNov mDec mJan'24 mFeb mMar mApr EMay EJune ®July mAug

Source Federal Reserve Board monthly IP report
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CONSTRUCTION (I.E., FREIGHT CREATION)

Nearly All Segments—Have Turned Negative

Construction Spending

Month-Over-Month Percentage Change
3.0 2.8

2.5
2.0

2.0

1.6 1.6
1.0 1.3

© 1.0 1.1
o0 1.0 i
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E 0.5 I ~ I D.J. : 0.2 0.3
S 0.0 i _ m = I- “m B = _H
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E -0.5 i I 53 -0.2 -0.2 I

-1.0 .05 0.8

-1.5 13

-2.0 -1.8

-2.9

2024-01 2024-02 2024-03 2024-04 2024-05 2024-06 2024-07

Source: Census Bureau for data and

H Total B Nonresidentiual Residential m Public m Private Mish Talk for the chart.

B Commercial
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AUGUST RETAIL SALES

Anything Below ~ +2.5% Had No Real Growth

5.5% General Merch. Stores*

2.5% Apparel

5.6%0 e-Commerce

e 51 9/ Restaurants
-2 .90/ I Sporting Goods*
-2. 2 0/ I Bldg Mats., Garden
2.7%0 Food & Beverage
m0.2% Furniture
I ) . 4.0/o Electronics & Appliances

3.7% Total

-49%0 -2% 0% 2% 490 6% 8%
Total B Electronics & Appliances B Furniture Food & Beverage

m Bldg Mats., Garden W Sporting Goods* m Restaurants e-Commerce
Apparel B General Merch. Stores*

Source: US Census Bureau September 17, 2024 Advance Retail report. Numbers are NOT seasonally adjusted, nor inflation-adjusted. General merchandise stories excludes department
stores while sporting goods includes hobb/es music and book stores.
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HOUSING IS ABOUT TO RECOVER
EHS Has Been Negative for 36 Months, but ...
' I 17%I I I I° 25%

0% =
-1.0% I
o -2.8% -2. 0°/° -2. 4°/o
-5% -3.97 8%
-10% -8.9%

-5.9% -6.7% -6.0%

-15%

-14.8% -15.-15.550 " 0
-16.6%
-20% ‘ -19.4%
-19.-20.2% 20.9%
-25% -24.0% -23. 74 '7-2[‘:‘3.70/0
-30% RaBLD Source: National Assoc. of
Realtors
-35% 34.0%
EHS is existing home sales




ABOUT TO RECOVER, PART 2:

Annual Existing Home Sales (Figs. In Mil) A 34% decline
from '21-'23

8
7.1
7 6.5 -42% DROP IN
HOUSING CRISIS
6
5.5 2.5 53 54
5.0 5.1 5.3
5 4.7 4.9

6.1

5.6
— »
| lo

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024E 2025E

P A
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ABOUT TO RECOVER

New Housing Starts (inc. Single Family) Will Grow in 2025

Annual Housing Starts (all types) New Rental Houses Built Annually
1,800 100,000
1547 16014 553 1 540 . _
1,600 / , 2023 Units: 93,000 Units
1,4131,388 80,000
1,400 | 2024E: ~100,000 Units
1,200
ET—— Note: Mortgage payments are
1,000 983 ' now 38% more than renting £
300
40,000
600 |
400 N ‘ 20,000 Il
200
0 2
m1959-2007 m2008-2020 m2021 m2022 m2023 m2024E m2025E 2000 ‘05 10 ‘15 ‘20
_Source: US Census Bureau, John Burnes Research & Consulting and the WSJ.

2024-2025 estimates’are a compilation of mult/ple sources to determine a consensus figure.
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SO, WILL WE HAVE AN "OFFICIAL RECESSION"?

Mish Talk Recession Odds

Odds of Recession at Various McKelvey Rates
Mish Proposed Calculation Model

0.6

0.5

0.4

Sahm/McKelvey Recession Indicator

0.57
a
0.43
0.310.37/
0.33 ot
/\Q 0270/.3
0.23 /
0.2 0.2
/ ~/
0.13
0.1
0.07—
~

5% O O & & QA O 0 L L& A 2o QO
VW R TS T @ REE S

90

Percent
I — [ | [ ] = [ | [@p] ~] [ ]
[ [ ] [ ] [ ] [ -] [ ] [ -] [ ]

[ ]

>0<0.1 >=0.1<0.2

Calculated value ~78%.

To allow a margin of 77.78

error, somewhere In this
range, say ~65%

,'

#
#
#

5204 *

>=0<0.3 >=0.3<0.4 >=0.4 <0.5 >=0.5<0.6
McKelvey Rate

Sources: Chart on left is data from the BLS; right chart is from www.MishTalk.com; Economist Ed
McKelvey of Goldman Sachs created this and Claudia Sahm, a former Fed official has modified it.
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http://www.mishtalk.com/

THE STATE OF CAPACITY

* Freight brokers are contracting

» Equipment bad debt is rising The CU re fOI‘
« Costs per mile have soared LOW PI"ICES
8 P Rt i is Low Prices

« How much longer before it feels
better?

This Photo by Unknown Author is licensed under CC BY
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https://www.flickr.com/photos/rahimageworks/15813241355
https://creativecommons.org/licenses/by/3.0/

FREIGHT BROKERS

Fast Growing Since 2006 - Are Now Shrinking (-188 Iin August)

35,000

30,000

25,000

20,000

15,000

10,000

5,000

FMCSA Active Freight Brokerages as of 9/1/2024

— 5% CAGR Trend
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Source: Brush Pass Research & Carrier Details analysis of September 2024 FMCSA Census File

Source Brush Pass Research and Carrier Deta//s LLC.
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20%

10%
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-10%

There are ~ 12% fewer brokerages
than a year ago, and 7% fewer
than Jan ‘24 at 26,216 today

At peak there were 31,235
brokerages in November 2022

Before the pandemic there were
21,229 freight brokers in Jan ‘20

From January 2020 to December
2022 ~25,000 new brokerage
authorities were granted authority.
Only ~8,100 of those 25K are still
active
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BMO TRUCKING LOANS
Problems are Escalating—Good for Capacity ($Mil)

$450 Weak Used Equipment Market Keeping This From Occurring Even Faster$424

$400
$350
$305
$300
$250 ~ 2 $230
$200 $170
$150
$113
$100 $56 $77 $82 $9
$0 0 roem mam N

Provision for Credit Losses on Impalred Loans Gross Impalred Loans
Q123 mQ2'23 mQ3'23 mQ4'23 mQ1'24 mQ2'24 mQ3'24

Source: BMO SEC filings. Figures are in millions. FY ends October 31. Allowances are estimates of loans that will become bad debts; provisions are
actua/ charges against income.
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SPECIALIZED TL COSTS*
per Mile Rose 21.4% in 2022; Up 20%0 since 2017; 5 Buckets on the Right

$2.75 $0.90
$2.50 $0.80 $0.78
2017 m2021 m2023
$2.25 $0.70 $0.63
$0.60 . :
£2.00 $0.5 $0.55
$0.50 $0.42
1.75
* $0.40 $0.3 $0.36
$0.28
1.50
$ $0.30 $0.26 $0. 18 $0.10
$1.25 $0.20 $0.17
$0.09
$1.00 $0.10 II $0.08
$0.00
Driver Pay Fuel Equip. Maintenance Insurance
Payments*

Source: ATRI annual “"Operational Cost of Trucking” report, June 2024. * Data in left chart is for specialized truckload only, a mix of
refrigerated, flatbed, tank, bulk, other and HHG and NOT dry van TL. Right chart figures are cost per mile for the entire study, not
Just specialized, as |tem|zed cost data for speC|aI|zed was by fleet size, not in the aggregate
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DRY VAN COSTS*
per Mile Up 21.3% Since 2021; Up 42% since 2017; 5 Buckets on the Right

$2.25 $0.90

$0.80 30.78 2017 m2021 m2023
$2.00
$0.70
$0.63
$1.75 $1.71 $;74 $0.60  s0.56 $0.55
$1.60 $1.58 /\ $0.50
$1.55 $1.56 $0.42
$1.50 ' ' $0.40 $0.37 $0.36
$0.28
BT o $0.30 $0.26 50. $0.20
P25 A = $0.20 017
oo 2 $0.10 I 500 0 00
$0.00
Driver Pay Fuel Equip. Maintenance Insurance
Payments*

Source: ATRI annual "Operational Cost of Trucking” report, June 2024. Right chart figures are cost per mile for the entire study, not just
speC|aI|zed or dry van, as itemized cost data for speC|aI|zed was by fleet size, not in the aggregate
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LANDSTAR
Approved & Active Carriers Down 36% After 80% Growth (-8% in Q1!)

Landstar: Approved & Active Carriers
78,000

Approved: Meets

70,649 71,207

68,000 66,476 Ll 66,745 LSTR's com pllance
61,771 safety, and fitness
58,000 S requirements in its
SL717 0 o014 brokerage division
48,000 45,919 45,382
39,497 Active: Must have
38,000 hauled at least 1 load
in the prior 180 days
28,000
The decline does not
18,000 mean all motor
5 000 carrier declines have

4Q19 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23 1Q24 2Q24 ceased operating

Source: Landstar quarterly earnings reports and Reliance Partners commentary.

| ]
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UBER FREIGHT SUPPLY & DEMAND INDEX
Still an Equilibrium Gap

Truckload Demand and Supply Indices .
e PPy Difference between Demand and Supply vs Spot Rates
Millions of dry van loads per month
35 2
16.5
15.5 '
= 25 %*
145 o 0 :
@ e
g 15 -
135 » 4 8
12.5 0.5 -2
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Source: Uber Freight's monthly market report late August 2024.
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THE CAPACITY PURGE IS REAL
~814,000 Drivers Have Exited Since the Peak

Active Drivers: Insured and Licensed
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Sources: FMCSA Census data and QualifiedCarriers.com, a division of Highway.

Notes: Active motor carriers exclude some categories such as private not-for-hire fleets and vocational fleets. Active means insurance must be

current and license fees paid Motor carriers includes interstate motor carriers inc. truckload, final mile (using Class 7 or 8 equipment), LTL,
private fleets with operating authority, etc.
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3 PREVIOUS CYCLES: Equilibrium Close & Mar ‘25 or June 25 at Latest?

Tight Capacity Months (Green) Vs. Correction Months (Red) Correction Months Ratio Vs. Recovery Months
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Cycle 1: Recovery was June 2003-May 2006; Correction was June 2006-Sept 2009.

Cycle 2: Recovery was November 2013-March 2015; Correction was July 2015-April 2017.

Cycle 3: Recovery was June 2017-October 2018; Correction was November 2018- approx. May/June 2020, albeit the Pandemic renders this more of a guesstimate.
Cycle 4: Recovery was July 2020-June 2022; Correction began July 2022 and equilibrium should be attained by end of Q1’25 or in Q2'25.
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Absence of international demand for used US « Lostgmirchasing power will hinder 2025 even

tractors due to DEF (~20K to 35K) &) Vi ®ges have started to recover

Covid relief to trucking companies e \Zlcttion uncertainties have caused SOME
businesg®s a. d consumers to pause or slow

Prevalence of brokers have fed §ii¢ o\ ieet: o dih ]

loads that would have gone to la gas Carriers

Entrants of next-gen underwriters from Aaticipated interest rate cuts have caused
2019-2021 rousing market to pause

 But “comps” in

than what
most cost structures suggest
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DON'T FORGET:
CHAOS IS NORMAL!

DON'T FORGET:
Excess Cargo Coverage, Mexican

Cargo, and Shippers’ Interest Policies!

PREPARE TO THRIVE!
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