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Transportation industry bracing for a challenging year

following record-setting 2022

For many transportation companies, 2022 was a record
year. But executives are now preparing for a year that
will surely have its share of challenges.

The largest publicly traded transportation companies on
average project 2022 net income to be up about 15%
year over year. However, many have seen profitability
drop in each of the last two quarters. This decline in
profits can be attributed to a variety of factors, including
rising diesel prices, which are up approximately 39% in
the last 12 months and declining trucking rates.! Smaller
transportation companies are being disproportionally
affected by rising diesel prices, since they are not
typically able to secure as high a fuel discount as their
larger counterparts.

Rising diesel prices and declining rates aren’t the only
challenges transportation companies are facing. When
asked about the biggest issues the industry will face in
2023 by TruckNews.com, Fastfrate Group executive
chairman Ron Tepper noted that higher wages, increased
insurance costs and rising equipment costs are also
hurting profitability. Notably, the U.S. Bureau of Labor
Statistics reported that the average hourly earnings of
transportation and warehousing employees are up 3.7%
year over year and 11.8% in the last 24 months, while
national dry truckload spot rates are down 20% from the
start of the year.2

1 Source: Statistics Canada
2Source: DAT Freight and Analytics

Transportation companies are being forced to either
pass along these increased costs to customers,
something that is not always easy to do, or cut costs
in other areas of the business to maintain margins.

Another indication of the state of the industry is the
FTR Trucking Conditions Index, which tracks market
conditions in the U.S. full-load truck market. The
index crashed to an 18-month low in October, before
rebounding slightly in November. At the same time,
large public transportation companies Knight-Swift
and J.B. Hunt began warning of a “trucking slump"”
due to declining spot rates and higher costs.

While not all transportation companies are likely to
experience the same level of decline, such as those
primarily operating in Western Canada, where GDP
growth and freight volumes are expected to remain
strong in 2023, executives are going to need to
carefully manage the turbulent environment in which
they operate.

We hope you enjoy this edition of our Trucking &
Logistics Recap and encourage you to reach out to a
member of our team with any questions.
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Sept 15, 2022: DB Schenker, a Virginia-based leading logistics service provider
acquired USA Truck, for approximately USD $435 million, including assumed cash and
debt. USA Truck provides comprehensive capacity solutions throughout North
America. The acquisition will strengthen and expand USA Truck's presence in North
America, through utilizing DB Schenker's complementary international logistics
expertise, air transport services and ocean gateways.

Oct 01, 2022: Werner Enterprises, Inc., a Nebraska-based transportation and logistics
service provider acquired Indiana-based Baylor Trucking Inc. for approximately USD
S95 million, implying a TEV/Revenue multiple of 1.2x. Baylor is a truckload carrier
that operates trucks and trailers in the east and south-central U.S. The acquisition will
help Werner in expanding its terminal, fleet and professional driver footprint in the
east-central and south-central U.S. truckload markets.

Oct 12, 2022: KAG Logistics, Inc., an Ohio-based logistics provider with focus on
energy commodities, renewable fuels and specialty products acquired Toronto-based
Connectrans Logistics Inc. Connectrans Logistics provides premium logistics services
for cross-border freight transportation between Canada and the U.S. The acquisition
will expand KAG's footprint in the Canadian logistics market and will enhance its
capabilities with access to the U.S. marketplace.

Oct 31, 2022: Bison Transport, a Winnipeg-based, asset-heavy freight solutions
provider acquired Maine-based Pottle's Transportation. Pottle's is a truckload carrier
with 200+ tractors and 750+ trailers. The acquisition will expand Bison's footprint in
the U.S. and strengthen its cross-border offering.
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Dec 01, 2022: Metro Supply Chain Inc., a Toronto-based leading provider of end-to-
end supply chain solutions and last-mile delivery acquired Quebec-based
QuickContractors.com Inc. Quick Contractors operates managed networks of
independent contractors, installers and assemblers. The acquisition will allow Metro
Supply Chain to combine expertise in home delivery and installation to provide
consumers with next-level service.

Dec 12, 2022: Environmental 360 Solutions Ltd. (E360S), an Ontario-based provider
of environmental and waste management solutions acquired the assets of Alberta-
based Canadian Hydrovac Ltd. from Mullen Group Ltd. Mullen Group provides trucking
and logistics services throughout Canada and the U.S. The sale comes as Mullen Group
looks to execute on its strategy of divesting its non-core assets.

Dec 16, 2022: Express Mondor, a Quebec-based transportation services provider
specializing in oversized loads and heavy equipment hauling acquired fellow Quebec-
based W.J. Deans Transportation Inc. W.J. Deans provides truck transportation
services specializing in the transportation of heavy metallurgical goods. The
acquisition will expand Express Mondor's presence across North America and make its
flatbed fleet one of the largest in Canada.
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EY* acted as exclusive financial advisor to
Fastfrate Group

EY * Ernst and Young Orenda
Building a better Corporate Finance Inc.
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EY* acted as exclusive financial advisor to
United Transfer 2008 Ltd.
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Distribution
ASL Services

EY* acted as exclusive financial advisor to
Fastfrate Group
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TRANSPORTATION SYSTEMS, LLC

EY* acted as exclusive financial advisor to
Premier Bulk Systems
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‘working world
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EY* acted as exclusive financial advisor to
Argus Carriers Ltd.
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has been acquired by

z Mullen Group

EY* acted as exclusive financial advisor to
Inter-Urban Delivery Service Ltd.
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EY* acted as exclusive financial advisor to
Three Star Trucking Ltd.
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has been acquired by

EY* acted as exclusive financial advisor to
Penner International inc.
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A International Inc.

An investment has been made in
TAM International Inc. by

I CAPITAL INC

EY* acted as exclusive financial advisor to
TAM International Inc.
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* Ernst and Young Orenda Corporate Finance Inc.

has been acquired by
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International

EY* acted as exclusive financial advisor to
TimeLine Logistic International
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has entered a strategic partnership
and made a financial investment in

a'LINE

TRUCKING

EY* acted as exclusive financial advisor to
Q-Line Trucking Ltd.

EY * Ernst and Young Orenda
Buiding a better Corporate Finance Inc.
rking world
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Ernst & Young Orenda’s

Past 1-Year Return Past 5-Year Return

Canadian Transport U.S. Transport  -------- S&P 500 Canadian Transport

U.S. Transport -~ S&P 500

200.0 350.0

The Ernst & Young Orenda Corporate Finance North
American transportation index tracks the performance
of the most widely traded North American
transportation companies relative to the benchmark S&P 150.0 250.0
500 Composite Index.

300.0

Our North American transportation index consists of the 2000
following publicly traded transport companies:

1000 =wwc— A 150.0
Canada
Andlauer Healthcare Group Inc. 100.0
Mullen Group Ltd.
TFI International Inc 50.0 50.0
Titanium Transportation Group Inc S | G| T L S SO L O PO NS N a° e av

< © @ G W B N »© &S (OQ,Q o RS & Q@c ch ch ch QQJ(; Q‘?J(”
United States
C.H. Robinson Worldwide Inc. . . .
FedEx Corporation 10-Year TEV / TTM EBITDA Multiple (Public Companies)
Forward Air Corporation
Hub Group Inc. _
Canadian Transport ) .S. Transport

Heartland Express Inc.
J.B. hunt Transport Services Inc. 20.0x
Knight-Swift Transportation Holdings Inc. 18.0x
Landstar Systems Inc. 16.0x
Marten Transport Ltd. '
Old Dominion Freight Line, Inc. 14.0x
Radiant Logistics Inc. 12.0x
Rypler System Inc. 10.0x (A
Saia, Inc. 0 )
Schneider National, Inc. 8.0x
United Parcel Service Inc. 6.0x
Universal Logistics Holding Inc. 4.0x
Werner Entgrprises Inc. N R K K2 K3 & K3 K i s A
XPO LOgIStICS Inc. QQS" Qtzf“ sz,(’ QQ}’ Qz(’ QQ,(’ QQ,(’ Qz(’ Qz(’ Q‘Z/(" Qtzf‘
Yellow Corporation
Note: The indices in this newsletter have been compiled by Ernst & Young Orenda Corporate Finance Inc. solely for illustrative purposes. The companies chosen are publicly traded companies that are commonly used for industry composites to show stock performances within a sector. The indices do not include all public companies that could EY

be categorized within each sector and were not created as benchmarks, nor should they imply benchmarking or recommendations for a particular stock or sector.
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EY | Building a better working world

EY exists to build a better working world, helping to create
long-term value for clients, people and society and build
trust in the capital markets.

Enabled by data and technology, diverse EY teams in
over 150 countries provide trust through assurance and
help clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax

and transactions, EY teams ask better questions to find

new answers for the complex issues facing our world

today.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK company limited by
guarantee, does not provide services to clients. Information about how EY
collects and uses personal data and a description of the rights individuals
have under data protection legislation are available via ey.com/privacy. EY
member firms do not practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

Ernst & Young Orenda Corporate Finance Inc. is registered as an exempt
market dealer in Alberta, British Columbia, Manitoba, New Brunswick,
Newfoundland and Labrador, Nova Scotia, Ontario, Quebec and
Saskatchewan.

© 2022 Ernst & Young LLP. All Rights Reserved. A member firm
of Ernst & Young Global Limited.
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This publication contains information in summary form, current
as of the date of publication, and is intended for general
guidance only. It should not be regarded as comprehensive or a
substitute for professional advice. Before taking any particular
course of action, contact Ernst & Young or another
professional advisor to discuss these matters in the context of
your particular circumstances. We accept no responsibility for
any loss or damage occasioned by your reliance on information
contained in this publication.

ey.com/en_ca/strategy-transactions
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