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The News Is Not Good

Action Must Be Taken

[image: image2.png]
The News:  Orders and inventories of manufactured durable goods fell in March, according to a report released April 24th by the U.S. Census Bureau.  This is the eighth consecutive month durable goods have been on a decline. Shipments also declined for the eighth consecutive month, with a decrease of $3 billion or 1.7 percent to $175 billion in March. In February, shipments decreased 0.8 percent.   As you will see in the performance results for several carriers shown below, this continues to have a severe impact on many carriers across all modes of transportation. 
Action Must Be Taken:  Many Supply Chain Professionals are under pressure due to a difficult economic operating environment in their business.  Data2Logistics has been partnering with these clients to help them better manage and reduce their transportation and logistics expense.  Our Business Intelligence team, with their decades of experience is helping clients to better understand today’s transportation marketplace with relevant benchmark data.  Many of our clients felt they had good rates in the past.  However, the marketplace is changing rapidly and clients are seeing they have a greater need than ever for professional support in reducing transportation expense.  We have seen our clients feel the pain of staff downsizing which is more prevalent than ever. Data2Logistics’ on staff experts are assisting clients with carrier bid preparation, analysis and negotiation.  Current economic conditions call for swift and decisive action to be taken now.  To learn more about how Data2Logistics can help you to protect your company and position your business well for the future, contact Karin Speaker (239) 707-7204 or Karin.speaker@Data2Logistics.com . 

YRC Worldwide lost $257.4 million in the first quarter as shipment volumes dropped throughout the less-than-truckload industry.  YRC, the nation’s largest LTL carrier and third-largest trucking operator by revenue, saw operating revenue drop 32 percent from a year ago.  Their $257.4 million loss in Q 1 2009 is a continuing decline from their $244.4 million loss in Q4 of 2008. The loss is even more dramatic when compared on a year over year basis to their loss of $46.4 million in Q 1 of 2008.
YRC’s efforts to streamline operations, and reduce costs was offset by decline in market share as shippers defected shifting freight to competitors  Total shipments at YRC National and YRC Regional dropped 28.3 percent and 20.1 percent, respectively, compared with a 2.2 percent drop at rival UPS Freight. Total LTL revenue at UPS Freight fell 12.6 percent, compared with declines of 35.1 percent and 30.8 percent at YRC National and YRC Regional.

YRC Chairman, President and CEO William D. Zollars said “Our volumes were impacted by multiple factors, most notably the economy and business diversion due to customer anxiety surrounding the integration of Yellow and Roadway,” Zollars said. 

To win back customers the company is rolling out a "Core Stimulus Package" with incentives for large, medium and small accounts as well as new customers. Those incentives include a preferred pricing program, introductory discounts and a rewards program offering prepaid gift cards and even carbon offset rewards for shippers that meet predefined volume thresholds. YRC made significant investments in its network in the first quarter, Zollars said, spending $65 million to integrate Yellow Transportation and Roadway which this writer and many other feels should have been made when the merger of the two LTL giants was first announced.  

UPS:  Steep declines across all business segments sent UPS’ profit down 55.7 percent in the first quarter and the company announced new spending cuts to bring capacity in line with falling demand. Revenue was off 13.7% at $10.9 billion for Q1 2009. It was the lowest quarterly revenue UPS has reported since the third quarter of 2005.

The company indicated that the continuing deterioration in global economic activity resulted in decreased revenue and profitability in all business segments. For the last quarter, consolidated average daily volume totaled 14.5 million packages, a 3.9% decline.  Average revenue per piece decreased 6.9%, reflecting changes in product mix, declining fuel surcharges and weight per package.  

UPS was able to capture the largest portion of the domestic DHL business when they exited the market.  Despite that increase in market share, volume per day declined 4.3% during the quarter with Next Day Air® down 0.7%, deferred down 1% and ground off 5%. Revenue per piece declined 4.6%.  
ABF Arkansas Best Corporation announced a first quarter 2009 net loss of $18.2 million, or $0.73 per share, compared to net income of $8.5 million, or $0.34 per share, in the first quarter of 2008.

"Our first quarter results continue to be hurt by the poor economy and the resulting decline in profitable business," said Robert A. Davidson, Arkansas Best President and Chief Executive Officer. "ABF's first quarter results reflect significantly lower freight levels, a very competitive industry pricing environment and our efforts to maintain a high level of customer service."

The company announced an additional reduction of over 625 ABF employees resulting in a 23% employee reduction since the fourth quarter of 2006, when ABF first experienced dramatic declines in business.  They also announced additional fleet reductions, including 326 tractors and 448 trailers, resulting in an overall 20% decrease in tractors and an 11% decrease in trailers since the fourth quarter of 2006.  The overall decrease in ABF's total employees and equipment fleet mirrors or exceeds the decline in tonnage levels since the fourth quarter of 2006; the competitive freight environment has prevented ABF from obtaining sufficient base rate increases to cover non-fuel related cost increases. As a result, despite the significant reduction in labor and other operating costs, ABF's profitability has suffered.  They do have a solid financial position, with an April 15 cash and short-term investment balance of $209 million and minimal debt.

Summary:  Conditions will eventually turn around in the transportation marketplace, although the growth experienced in 2005 and 2006 may never return. We need to keep in mind the trucking industry lost 79,600 jobs in 2008, and another 45,000 were lost in just the first quarter of this year. There were over 3,000 trucking company failures in 2008.  When the economy does turnaround it won’t take much of an up tick to drive prices up. 
Today the carrier marketplace is more competitive then ever.  Carriers are doing everything they can to maintain market share.  Supply Chain professionals need find the sweet spot that provides reduced costs without driving their carrier out of business – ensuring collaboration remains in tact.  Shippers should work with their carriers to find ways to create efficiencies that will help to offset price reductions.  This is a time to sow the seeds of partnership that produce results long lasting resulting for all parties.  
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