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Morgan Stanley

Freight Pulse 72 Shipper Survey: Something Stirring Behind the Curtain?

FP72 offered up a mixed bag of results though for the first time in recent memory Transportation-specific takeaways were more
bullish than overall economy takeaways. With the ongoing restock "limbo" still underway, this may signal Shippers starting to
prepare for the coming upcycle.

Freight/Macro Highlights: (1) Shippers’ View of the Economy Ticks Down Slightly Again And Remains Below LT Average; (2) Manufacturing
and Retail Shippers See Decline While Food and Bev Become More Constructive; (3) Net Inventory Moves Further Into Negative Territory
While Net Ordering Declines Into Unchartered Territory; (4) The Majority Of Shippers Continue To Expect to Maintain Inventories While The
Need To Increase Inventory Remains Muted But Similar Seq.; (5) Over 90% of Respondents Expect Inventory to Normalize This Year; (6)
Capacity Is A Mixed Bag: Barge Loosened Noticeably While Rail and Airfreight Tightened Seq., Though Most Modes Remain Relatively Loose;
(7) Shippers See Service Levels Improve Across All Modes Except For LTL and IM

Rail Highlights: (1) Overall Rail Volume Expectations Inflect Sharply From Negative Territory Prior; (2) The Plurality of Shippers Expect No
Change In Rate Growth YoY, While Rail Rate Expectations Tick Up and Enter Positive Territory Again; (3) Shippers Planning to Increase Rail
Spend Moves Higher Seq., And Difficulty of Rate Negotiations Ticks Up; (4) Intermodal Discount To TL (Ex. Fuel) Ticks Back Down and
Remains Well Below Historical Avg.; (5) Both Rail Service and Value For Dollar Move Lower Seq. After Recent Improvement

Truck Highlights: (1) Volume Growth Expectations Move Higher Across All Modes and Reenter Positive Territory; (2) Rate Expectations
Continue to Move Up Across All Modes; IM and TL Remain In Negative Territory; (3) Shippers Expect Capacity to Loosen Across the Board; TL
and IM Expected to be the Loosest Modes; (4) Fuel Efficiency Remains Most Important Driver To IM Growth; Value For Dollar Increases
Everywhere Except Regional LTL, Rail And Airfreight; (5) TL Discounts as a Limiting Factor Reaches New Highs While Other Factors
Noticeably Declines; (6) Shippers Shifting At Least Some Volume From TL To Rail Moves (Meaningfully) Higher For The First Time In Three
Quarters; (7) Some Share Shifting To Truck As Well But Only Slightly Higher Seq.

Parcel Highlights: (1) Volume Growth Expectations Move Higher Across the Board; All Modes Back In Positive Territory; (2) Pricing
Expectations Were Mixed Across Modes; (3) Carrier “Aggressiveness” Moves Higher For UPS While FDX Retreats From Highs, But Remains
Relatively Aggressive; (4) % Of Shippers Expecting To Ship A Slightly Larger Portion Of Volumes As B2C Increases Seq. While Slightly
Smaller Portion Moves to 0%; (5) Rate Discounts Tick Down Across The Board, Though FDX Air Remains Inline Seq.; (6) Ground Value For
Dollar Moves Higher For FDX Ground While UPS Ground Remains Stable; (7) Airfreight Capacity Tightens Slightly Seq.; (8) While Ocean
Capacity Remains On The Looser Side
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Freight Pulse: General Freight and Macro Key Takeaways

1. Economic Outlook

2. Economic Outlook
by Industry

3. Net Inventories

4. Inventory Ordering
Plans

5. Inventory
Normalization

6. Capacity
Expectations

7. Service Trends

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

Shippers’ View of the Economy Ticks Down Slightly Again And
Remains Below LT Average

Manufacturing and Retail Shippers See Decline While Food and
Bev Become More Constructive

Net Inventory Moves Further Into Negative Territory While Net
Ordering Declines Into Unchartered Territory

The Majority Of Shippers Continue To Expect to Maintain
Inventories While The Need To Increase Inventory Remains
Muted But Similar Seq.

Over 90% of Respondents Expect Inventory to Normalize This
Year

Capacity Is A Mixed Bag: Barge Loosened Noticeably While
Rail and Airfreight Tightened Seq., Though Most Modes
Remain Relatively Loose

Shippers See Service Levels Improve Across All Modes Except

For LTL and IM
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1. Shippers’ View of the Economy Ticks Down Slightly Again And Remains Below LT
Average

State of the Economy from Shippers’ Perspective
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2. Manufacturing and Retail Shippers See Decline While Food and Bev Become More
Constructive

o Shippers’ View of the Economy by Industry
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3. Net Inventory Moves Further Into Negative Territory While Net Ordering Declines Into
Unchartered Territory

Shippers' Net Y/Y Orders vs. Net Y/Y Inventory
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Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys
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4. The Majority Of Shippers Continue To Expect to Maintain Inventories While The Need
To Increase Inventory Remains Muted But Similar Seq.

EMaintain current inventory levels
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Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

Shippers' Inventory Plans
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VA% T T
14I%) -1 by 0, A L o o
| 1(%%1% 2/02”%26%110220200 18)6 hods 39 eob. .
23p6 | oboo| 19 bl 216 176 |, B0%o | 24 8% |—49% 11 3% P49
] 2doe P1%0 g E% | | ° body 54, 1o 49 19
_ L1 Ll - | B0Yo 3o = 19
- — | = 1 159 1 | 99
] —1 FeP 1 [ ek P3P $40 jeop
1 1esbe brds PO 6190 > 1
qo, —
i k74, 30% 3~ % 49% 38bo 43Po P9%% R34% 310 0% el 7 70 704240
34 hade PATe 33}6 36po |36bs K04 kode bl 189 ] 8o

49% 42% 45% 5

35% sav 49%
42% 41% o 4% .
43% 36% =40 506 36987% 38%
° 54 S s

8%
42%

0 Y
41% 46% o

46%

45%

47%
40% 40%

43% 41% 45% 429% 51% 29%

39%

Source: Morgan Stanley Freight Pulse Surveys



mailto:Ravi.Shanker@morganstanley.com

MORGAN STANLEY RESEARCH

Morgan Stanley ot Traneportation

5. Over 90% of Respondents Expect Inventory to Normalize This Year

When Do You Expect Your Inventories to Normalize?
50%
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Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys
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6. Capacity Is A Mixed Bag: Barge Loosened Noticeably While Rail and Airfreight
Tightened Seq., Though Most Modes Remain Relatively Loose

Projected Capacity in 6 Months
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Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys
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7. Shippers See Service Levels Improve Across All Modes Except For LTL and IM

How would you rate service levels among different modes of transportation for
the past 6 months?
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Railroad
Highlights
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1. Rail Volume .
2

2. Pricing
3. Spending "
4. Intermodal u
2

5. Service Trends

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

Overall Rail Volume Expectations Inflect Sharply From
Negative Territory Prior

The Plurality of Shippers Expect No Change In Rate
Growth YoY, While Rail Rate Expectations Tick Up and
Enter Positive Territory Again

Shippers Planning to Increase Rail Spend Moves Higher
Seq., And Difficulty of Rate Negotiations Ticks Up

Intermodal Discount To TL (Ex. Fuel) Ticks Back Down
and Remains Well Below Historical Avg.

Both Rail Service and Value For Dollar Move Lower Seq.
After Recent Improvement
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1. Overall Rail Volume Expectations Inflect Sharply From Negative Territory Prior

% of Respondents

Normalized Expected Vol.

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

Trend

YoY Volume Growth Expectations for Next 6 Mo. by Range
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Source: Morgan Stanley Freight Pulse Surveys; Note: Mix of rail respondents is skewed toward
manufacturing & intermodal and not coal, despite the fact that coal is key to overall rail industry trends
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2. The Plurality of Shippers Expect No Change In Rate Growth YoY, While Rail Rate
Expectations Tick Up and Enter Positive Territory Again
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YoY Rate Growth Expectations for Next 6 Mo. by Range
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Source: Morgan Stanley Freight Pulse Surveys; Note: Mix of rail respondents is skewed toward
manufacturing & intermodal and not coal, despite the fact that coal is key to overall rail industry trends



mailto:Ravi.Shanker@morganstanley.com

Morgan Stanley it Trabeportation
3. Shippers Planning to Increase Rail Spend Moves Higher Seq., And Difficulty of Rate
Negotiations Ticks Up

Rail Spend Forward 6 Month YoY Growth Expectations
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Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys: Note: Mix of rail respondents is skewed toward manufacturing & intermodal
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4. Intermodal Discount To TL (Ex. Fuel) Ticks Back Down and Remains Well Below
Historical Avg.

What discount is being offered in the marketplace for intermodal services when
compared to TL services in a similar lane?
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Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys
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5. Both Rail Service and Value For Dollar Move Lower Seq. After Recent Improvement

Service Reliability (Scale 1 = Worst to 10 = Best)

10

9

8 6.9

7 6.56.4 636256 6.3 6.6 6.3 6.3 6.4
6.16.1 6159 . 585961572062 6'15.855565.8565.86-05-95-96'2 6.0%3_ 55_76-16.06-26-26.0 Slers os 5.95.9 5.9; 5.9 55 57

6 54 59-6 S, 505.25:35.2, ;> =55, 5551535052 535 5o w5252, >

5 : : 84546

4

3

2

1

0
AANNNMNTITIODOLOONSNNMNOONODNINDOOOAAdddANNNNNMMOMHMNTEIITITOOOODOOOONMNNMNMNMNMNOOONOODOIODODOOOOOO AdTddANNNNMMM
O0O0O0000DO0000o0o0 00000 0 T dTddT A d A d A dT A A A A A AT A A A dT A A A A A A A A A A A A A A A AATATNNNNNANNNNNNNNNN
[ogedededededodeododododododododododododododododJododododododododododgododododododododododododododododododododododJodododododododododododododododod
NATANANAN AN ANOANOAONONNDTANNTTANNTANNTANNTANNDTANNTANNDTANNTANNDTANNTANNDT AN AN

10

9

g 6.25 96.0 6.16.16.16.25 6.06.06.26.26.25,16.36.2%:0-86.56.-56 1 6.0 61626-46-4526-47'0 67 60 615961 50 6.2 6.06.06-36.06.0 6.1 ©646.451

6 57 5'9'5-75.45.45.2515.55.35.65,5' 0= 5,900 : : -15 76.05.85.95 g5 76- 5.96.0_ ©-25.951; 5. 5-95-9'5'2- : 060, 5.9, 5851 :

5

4

3

2

1

0
ANNOONTITITODODOONNNOOODDDOOOAAdAdNANNNMNMMMOMNMIEITITITOOOODOOOONNMNNMNOONOOWMOOOODODOOOO ddddNANNNMMOMM
OO0 ddddddddddddd A A A A A A A A A A A A A A A A A A A A A A AAATNNNNNNNNNNNNNNNN
(egedegegdegegegededodododododododododododododoJodododoJodododoJodododododododododododododododododododododododododododododododoJododododododolo,
ANANATAN AN AN NNDATANOANOANNETANNMTETANNMTET AN NMTET AN NMTETANNMTETAANNMTTANNMTAANNMETANNMETA NN ATNOMOTATNOMOTANM

17

] ) Source: Morgan Stanley Freight Pulse Surveys; Note: Mix of rail respondents is skewed toward
Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com manufacturing & intermodal and not coal, despite the fact that coal is key to overall rail industry trends
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Freight Pulse: Trucking Key Takeaways

1. Truck Volume

2. Pricing

3. Capacity

4. Intermodal Use

5. Intermodal Cost

6. Truck to Rail

7. Rail to Truck u

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

and Reenter Positive Territory

Rate Expectations Continue to Move Up Across All Modes;
IM and TL Remain In Negative Territory

Shippers Expect Capacity to Loosen Across the Board; TL
and IM Expected to be the Loosest Modes

Fuel Efficiency Remains Most Important Driver To IM
Growth; Value For Dollar Increases Everywhere Except
Regional LTL, Rail And Airfreight

TL Discounts As A Limiting Factor Reaches New Highs
While Other Factors Noticeably Declines

Shippers Shifting At Least Some Volume From TL To Rail
Moves (Meaningfully) Higher For The First Time In Three
Quarters

Some Share Shifting To Truck As Well But Only Slightly
Higher Seq.

B Volume Growth Expectations Move Higher Across All Modes
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1. Volume Growth Expectations Move Higher Across All Modes and Reenter Positive
Territory

Indicate the YoY % Change You Expect in Your Organization’s Volume

Truckload et |ntermodal Regional LTL

7% -

National LTL

6% -

5%

4%

3%

2%

1%

Year-over-Year % Change

0%

-1%
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-3% -
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Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys



mailto:Ravi.Shanker@morganstanley.com

Morgan Stanley oo 2024 ot
2. Rate Expectations Continue to Move Up Across All Modes; IM and TL Remain In
Negative Territory

Indicate the YoY % Change You Expect in Your Organization’s Base Rates

9% -

e Truckload =t=|ntermodal Regional LTL National LTL

8% -
7% -
6% -
5% -
4% -
3% -
2% -

1% -

Year-over-Year % Change

0%
1% -

-2% -
-390

4% -

-5% -
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0088888888880 8000000000000000008800080000000000080000000000000000000000000
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Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys
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3. Shippers Expect Capacity to Loosen Across the Board; TL and IM Expected to be the
Loosest Modes

What are your Expectations for Capacity in 6 Months?

Project Capacity to be:
Very 04Q22 =1Q23 m2Q23 03Q23 m4Q23
Tight 10

9,

Balanced 5
42 4241 43 49

Abundant Truckload Intermodal National LTL Regional LTL

22

Source: Morgan Stanley Freight Pulse Surveys

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com
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4. Fuel Efficiency Remains Most Important Driver To IM Growth; Value For Dollar
Increases Everywhere Except Regional LTL, Rail And Airfreight

MORGAN STANLEY RESEARCH

January 2024
Freight Transportation

=
o

P NWAOOTO N OO

Where Intermodal Is

What Factors are Impacting Your Use of Intermodal Most?

5.0 5.0

4.0 4.0

m1Q23

707.070

8.0

4.0

2023 03023 04Q23

505050 505.05.05.0

424441 434244

3.7 3.9

TL Rates Have
Risen to Point

Excellepgmpetiive

10

L N W A~ 01 O N 00 ©

| 7-8 7-6 :

8.1

Truckload

7.0

Intermodal is more

fuel efficient

7.1
6.6

Turning to the

Railroad Intermodal Strong Import Strong Export

Intermodal Service Has Growth Growth

Alternative More Improved
Often During

Periods of Tight

Capacity

“Value for the Dollar” for Each Mode
m2Q23 B 3Q23 04Q23
6.7 7071 7.0 70 7.0 6.8 6.7
_ 6.3 __ 264 6.1 64 6.0
57
545553

Barge

Source: Morgan Stanley Freight Pulse Survey
Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

Ocean

Rail
(carload)

National
LTL

Intermodal Regional

LTL

Airfreight
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5. TL Discounts as a Limiting Factor Reaches New Highs While Other Factors Noticeably
Declines

What Factors are Limiting your Organization from Shipping More Volume on the
Railroads?

Strongly 10 -
Agree

| - Rail doesn't support faster inventory turnover e===== T price discounts have offset some of the rail cost differential Other Factors

R N W »~ O O N 00 ©
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Source: Morgan Stanley Freight Pulse Surveys

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com
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6. Shippers Shifting At Least Some Volume From TL To Rail Moves (Meaningfully)
Higher For The First Time In Three Quarters

Truckload to Rail

100% -
m4Q22 01Q23 m2Q23 m3Q23 04Q23
90%
% 0
80% 75% 720
70%
60%
50%
41%
40% 37%
30%
20%
10% 6%
o 2% 3% 0 2%
0% ﬁ —
No Yes, shifting some volume Yes, shifting a significant amount of
volume
Truckload to Rail - Modal Shift by Spend
100% -
O Yes,
90% H shifting a
significant
2 80% -+ amount of
s 70% - volume
©
& 60% -
% O Yes
[/ 0, 1
&) 50% 100% shifting
S 40% - some
S volume
30% -
20% -
10% - | No
0%
X o o o o + Lo ()
3 =3 ~= > s = g2
@ 83 = sz =2 2 522
. : 5% 8% R 23 3 2% 8
Source: Morgan Stanley Freight Pulse é’urveys @ 9 S

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com
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7. Some Share Shifting To Truck As Well But Only Slightly Higher Seq.
Rail to Truckload

90% -
m4Q22 m1Q23 02Q23 m3Q23 04Q23

80% -+ 7%

74% 7004

40%
30%
20%
10%

0%

70% -
60%
50%
40%
30%
20%
10% 6%
0% Sl 2% 2% 3% 29
0% L  — |
No Yes, shifting some volume Yes, shifting a significant amount of
volume
Rail to Truckload - Modal Shift by Spend
100% 2% 2%
0 O Yes, shifting a
90% 2204 significant
amount of
n 80% volume
S 70%
°
S 60%
o
8 50% O Yes, shifting
x some volume

| No

i~ o o o o + S o
S o o= s = s g 2 26
=1 38 oS == == s 26
& =] S = = S S-S
o8 0 & = =) 3 a3<a
v & & 3 L& & z 2

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys
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Parcel
Highlights

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

27


mailto:Ravi.Shanker@morganstanley.com

Morgan Stanley

MORGAN STANLEY RESEARCH

January 2024
Freight Transportation

Freight Pulse: Parcel Key Takeaways

1. Parcel Volumes u

2. Pricing |

3. Competition

4. B2C

5. Rate Discounts u

6. Value for Dollar

7. Airfreight [

8. Ocean u

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

Volume Growth Expectations Move Higher Across the
Board; All Modes Back In Positive Territory

Pricing Expectations Were Mixed Across Modes
Carrier “Aggressiveness” Moves Higher For UPS While FDX
Retreats From Highs, But Remains Relatively Aggressive

% Of Shippers Expecting To Ship A Slightly Larger Portion
Of Volumes As B2C Increases Sed. While Slightly Smaller
Portion Moves to 0%

Rate Discounts Tick Down Across The Board, Though FDX
Air Remains Inline Seq.

Ground Value For Dollar Moves Higher For FDX Ground
While UPS Ground Remains Stable

Airfreight Capacity Tightens Slightly Seq.

While Ocean Capacity Remains On The Looser Side
28
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1. Volume Growth Expectations Move Higher Across the Board; All Modes Back In
Positive Territory

Volume Growth Expectations “Over the Next 6 Months” vs. Last Year

9% - Air = Ground e | 1]
7% -

5% -

3% +

1% -

(AN N A Y B O B | L L Y N I B

-1% -

-304 -

-50p -

Source: Morgan Stanley Parcel Survey

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com
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2. Pricing Expectations Were Mixed Across Modes

Average Base Rate Expectations “Over the Next 6 Months” vs. Last Year

5.0% - Air = Ground Intl
4.0% -

3.0% -

2.0 /\,A

1.0% -

- 0fn -
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Includes All responses, equally-weighted. Source: Morgan Stanley Parcel Survey
Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com
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3. Carrier “Aggressiveness” Moves Higher For UPS While FDX Retreats From Highs,
But Remains Relatively Aggressive

Parcel Shippers’

Rankings of Carriers’ “Aggressiveness” in Trying to Win Business
Over Past Six Months

More Aggressive

== FDX == UPS

&

7.5 -
7.0 -
9 6.5
o 6.0
% 9.9
»w 5.0
£ 45
¥ 4.0
3.5
3.0
Less
Aggressive

Source: Morgan Stanley Parcel Survey
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4. % Of Shippers Expecting To Ship A Slightly Larger Portion Of Volumes As B2C
Increases Seq. While Slightly Smaller Portion Moves to 0%

B2C as % of Total

mNo change B Significantly smaller portion oOSlightly smaller portion oOSlightly larger portion @ Significantly larger portion

0,
100% 4%, 4983%,

9 6%79,
098098 "0%8% 002" T "8% 5. 1 0990%0%, 100l %% 10u0% 11% 10% 10% 17
1596 1a%g g %

p19P%

0,
645% o949 16%,,

90%

80%

70%

60%

50%

40%

% of Respondents

599
30% 55070 58% 58% 58% 58%5704
6206 53‘1/109% 45% 49% 519 52% 519 45%  5oo4 9 Do) 56% 50% 52%  52% 52%
4596%  45% 45% 4000 51% 48%  48% 9 45% 45% 47%
20% 3705 48% 46% 49% Ll ® 42% 44% b 42% 3906 41%
(1)
31% 33%

10%

0%

Source: Morgan Stanley Parcel Survey
Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com
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5. Rate Discounts Tick Down Across The Board, Though FDX Air Remains Inline Seq.

Average List Rate Discount

65% -

FDX Ground == UPS Ground ey DX Air e PSS Air

60% - 1\
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50%
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40%
35%

30%
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25%

20% -

15% r i T T T T T T T T T T 1T T 1 1 T T 1T T T_T1_1_1T_T r 1 T 1" 7 T 7 [ T T 1"

LOLO@@I\I\G)CDCD@OOOHHHHNNNNMMO’)MQ’Q‘Q‘Q’LOLOLOLG@QOQO@I\I\I\I\G)CDOOCO@@CDCDOOOOHHHHNNNN(‘OO’)O’)C‘O
OOOOOOODOOE e v e et v e e v e e e e ef e e et ] e e o et e e e e e e o e o e e o 1 NN AN NN

............ ... ... ... ... ... ... ... ... ... ... 0,0,0,.0,0,0.0.0,0,.0,0,0
AN M —=NONNNM =M< NN <F 1NN < =N < NN < AN <F AN <F = AN < = AN < A AN < AN <F = AN < = N < AN <T

33

Source: Morgan Stanley Parcel Survey
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6. Ground Value For Dollar Moves Higher For FDX Ground While UPS Ground

Remains Stable

Excellent Ground: Value for Dollar

8.0 ==FDX Ground - ={=UPS Ground

5.5 R UL L T .,y e e e e I O L

v

Poor
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Source: Morgan Stanley Parcel Survey
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Current Capacity

Airfreight - % of Shippers Providing Rankings

Projected Capacity in 6 Months

Airfreight - % of Shippers Providing Rankings

50% - 55% -
45% -

45% -
40% - 38%

’ i 38% Avg. = 4.6
0 - =
35% Avg. =4.2 35% -
30% -
25% - 25%
19%
20% - 16%
15% - 15% - 13%
6%
10% 1 6% 506 | 3% 3% 3%
5% - 3% 3% — — ] 0% 0%
O(y 00/ T T T T T
0% - ° o7 s/ 1 2 3 4 5 & 7 8 9 10
1 2 3 4 5 6 7 8 9 10
Abundant Very Tight Abundant Very Tight
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Source: Morgan Stanley Freight Pulse Surveys
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8. While Ocean Capacity Remains On The Looser Side

Current Capacity

Ocean - % of Shippers Providing Rankings
45% -

41%

40% -

35% -| Avg. =34
30% -
25% -
20% -

15% + 13%

10% 10%

10% -

5% -
0% 0%
0% T T T T

0%

1 2 3 4 5 6 7 8 9 10
Abundant Very Tight

Source: Morgan Stanley Freight Pulse Surveys

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

45%

40%

35%

30%

25%

20%

15%

10%

5%

0%

8%

Projected Capacity in 6 Months

Ocean - % of Shippers Providing Rankings

Avg. = 4.0
29%

21%

16%

11%

8% 8%

0% 0%

0%

1

Abundant

2 3 4 5 6 7 8 9

10

Very Tight
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General Freight: About the Freight Pulse Survey

30% - Respondents by Industry

19% 18%

20% -

0 0
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1% 1%
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Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Note: just those shippers providing an industry classification and spend. Source: MS Freight Pulse Surveys
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Modes Used

Both
Trucking
and
Railroads
(including
Intermodal)
38%

Railroads/
(including
Intermodal)
3%

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

Trucking,
59%

Respondents’ Total Spend

$100k to

$500k,
3%

____ $1MMto

$20MM+, $5MM, 6%
80%
\_ $5 MM to
$20 MM,
11%
40

Note: just those shippers providing an industry classification and spend. Source: MS Freight Pulse Surveys
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Rails: Segmented by Industry and Shipper Profile

Rail Respondents by Industry Respondents’ Rail Spend

25% -+

22%

20% -

15% -
11%

11%

11%
10% A

5% -

0% 0% 0% 0%
0% - ‘ ‘ ‘ ‘

Manufacturing
Automotive

Paper & Packaging
Food and Beverage
Retailing

Other Industry

3PL

Mining

Chemical

Electrical Generation

Forest/Building Products
Financial/Legal Services
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Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys
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Truck Respondents by Industry
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Respondents’ Truck Spend

$100k to

$500k,
3%

____$1MMto
$20MM+, $5MM, 6%
80%

\_ $5 MM to
$20 MM,
11%
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Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com  Source: Morgan Stanley Freight Pulse Surveys
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Respondents' Primary Business

40%
33%

30%

20%

10%
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£ g 8 g 2
2 x 3 ] )
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ke o E
>
g o =
s (90]

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

Distribution

Consultant

Respondents' Parcel Spend

$100k to

Y 500k, 8%
+!

42%

$500k
to
$IMM,
4%
igoM,\'X'Mto \_ $1MMto
010 $5MM, 8%
43

Source: Morgan Stanley Parcel Survey
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Parcel: Respondent Profile

Company Sales ($MM) Parcels Shipped
$0 to $10,
9%
$26 - $50,
[ 5%
$51-$100,
9%
$1,000+, 1MM -
55% SMM, 14%
— $100 -
$1.000. 100k ;
2304 500k, 14%

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Parcel Survey
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Parcel: Market Share of Respondents Roughly Consistent with Market

Primary Parcel Carrier — Weighted by Spend

Dollar-weighted % of respondents

100%

80%

60%

40%

20%

0%

Other, 5% Other, 5%

DHL , 32%

UPS , 43%

UPS , 37%

UPS , 13%

Air Ground Int'l

Parcel Carrier — Average of All Responses

% of respondents

100%

80%

60%

40%

20%

0%

Other, 9%
USPS, 4%

UPS , 26%

Air

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys

[ _Other, 4% |
USPS , 13%

Other, 14%

DHL, 18%

UPS , 38%

UPS , 9%

Ground Int'l
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Shippers’ Willingness to Use App-based Brokers

If a phone/TMS app-based broker offers a 10-15%
cheaper price for similar service and data analytics,
would you use it instead of a traditional third-party

broker?

Why would you not use a phone/app-based broker to move
your shipment?

1022 ®2Q22 =30Q22 ~4Q22 m1Q23 =2Q23 =3Q23 =4Q23

60% -
55%

5206 0
51% 51% ° 52% 100% -

50% A 47% 14% 10%
5% d 3 P 18%

90%
43% Ho% 30% 339% 25% H Don't want to use apps to move my
41% 40%04 80% 1 18% freight
0 -
40% 36% 70% - 43% T
33% 306347 W Comfortable with the brokers we
60% 43% o 31%
26% 27% 42% 21% use already
30% A 50% -
40% - Don’t trust service levels of new
21% 265% 119 29% 18%  35%  16% entrants
20% - 30% 1 21%
15% 13% 20% - 41% Other / | would consider once they
12942% 2% 26% 27% 28% prove legitimacy
1 10% - |19% 18% 19% 18%
10% A 9% 8%
0% T T T T T T T )
1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23
0% - T T !
Yes No

Do Not use a
3PL/Broker/Freight
Forwarder

a7

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stan|ey Freight Pulse Surveys
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Service Reliability & Value by Mode: Average Across All Shippers

Excellent

10
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Shipper Modal Shift Statistics — Airfreight to LTL
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Shipper Modal Shift Statistics — LTL to Airfreight
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Shipper Modal Shift Statistics — Truckload to LTL
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Shipper Modal Shift Statistics — LTL to Truckload
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Shipper Modal Shift Statistics — Ocean to Rail
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Shipper Modal Shift Statistics — Rail to Ocean
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Shipper Modal Shift Statistics — Airfreight to Ocean
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Shipper Modal Shift Statistics — Ocean to Airfreight

0% o975, OCean to Airfreight

100% 1 98% 96%  95% m4Q22 ®1Q23 02Q23 m3Q23 04Q23
90% -
80% -
70% -
60% -
50% -
40% -+
30% -
20% -
lz:j:: ‘2%‘4%&0%&" 0% 0% 0% 0% 0%
No Yes, shifting some volume Yes, shifting avziﬂr:ri]ﬁecant amount of
Ocean to Airfreight - Modal Shift by Spend
100% - 4% 3%
90% 1 14% O Yes, shifting a
1) 80% - significant amount
*GE) 70% - of volume
'8 60% - O Yes, shifting some
8_ 50% - volume
é 40% -
= 30% - | No
X 20% -
10% -
0% % e, S 2 o< E: = 3
g sg g3 s 232 s 5%:
\Y e KB 9\—4 & 2 g 55 g & 59

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys



mailto:Ravi.Shanker@morganstanley.com

Morgan Stanley

Shipper Modal Shift Statistics — Barge to Rail

MORGAN STANLEY RESEARCH

January 2024
Freight Transportation

Barge to Rail

98% 97% 97% m4Q22

96%

100% - 95%
90% -
80% -
70% -
60% -
50% -
40% -
30% -
20% -+

10% - 20 4% 3% 3%

m1Q23

5%

02Q23 m3Q23 04Q23

0% 0% 0% 0% 0%

0% -
No Yes, shifting some volume

Yes, shifting a significant amount of
volume

Barge to Rail - Modal Shift by Spend

2%
100% - >
90% -
80% -|
@
S 70% -
2 600
S 60% -
o
@ 50% 1 | 100%
o 0,
5 40% -
S 30% -
20% -
10% -
0% X e S S o<
¥e) [ 79} o
v e L& a6 83

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

Source: Morgan Stanley Freight Pulse Surveys

$40MM+

1%

O Yes, shifting a
significant amount
of volume

O Yes, shifting some
volume

| No

Weighted
Avg
Response

60


mailto:Ravi.Shanker@morganstanley.com

Morgan Stanley

Shipper Modal Shift Statistics — Rail to Barge

MORGAN STANLEY RESEARCH

January 2024
Freight Transportation

100% -
90% -
80% A
70% A
60% A
50% A
40% A
30% A
20% A
10% -

0% -

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

% of Respondents

98%

96%

< $100k

97% _100%

No

97%

Rail to Barge

2%

4%

4Q22

3%

0%

n1Q23

3%

02Q23 3Q23 04Q23

0% 0% 0% 0% 0%

Yes, shifting some volume

Yes, shifting a significant amount of
volume

Rail to Barge - Modal Shift by Spend

2%

$100k to
$500k

$500k to

$1IMM

$1MM to
$5MM

MM to $40
MM

$5

$40MM+

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys

1%

O Yes, shifting a
significant
amount of
volume

O Yes, shifting
some volume

| No

Weighted Avg
Response

61


mailto:Ravi.Shanker@morganstanley.com

MORGAN STANLEY RESEARCH

Morgan Stanley January 2024

Freight Transportation

Intermodal vs. Truck: Intermodal Discount Over Time
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Shipper Inventory and Stocking Trends

Shipper Inventories and Orders Relative to Last Year
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Assessing Restocking Potential: Net Inventory Trends and Inventory Plans
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Economic Outlook: Average Across All Shippers
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Economic Outlook: View by Industry Over Time

Shippers’ Historical View of the Economy by Industry Segment

Strong

Economy 10 - e ~00d and Beverage e Retailing e Chemical

Manufacturing e Industrial Equip/Capital Goods

7 -\ A "///w.‘\}} ’ﬂ C ‘
ot N gl AT N ,gJ W\

- WY T Y i\
. \»v ' “ \4 ‘ v‘

Recession

@ko‘l\‘I\‘CO‘(D‘OUaO‘O‘O‘H‘H‘H‘H‘N‘N‘N‘N‘ 00‘00‘00‘ Oo\q_\v\q_\q_\m\m\m\ LO‘Q‘CO‘@‘@‘I\‘I\‘I\‘I\‘CO‘Q‘CO‘ a)\@\@\ 03‘03‘0‘0‘ d O‘\—I‘FI‘H‘H‘N‘N‘N‘N‘OO‘OO‘ C’O‘m‘
OCOOCOOOOO v v v v v v v v v v v v v v e v v v v v v v v v v v v v v v e v e v = T A AT NN NN N AN AN AN AN NN NN

—AM AN NN NN —AM < AN < AN < AN < AN < AN < AN < AN < AN < AN < AN < AN < AN < AN <

67

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com Source: Morgan Stanley Freight Pulse Surveys



mailto:Ravi.Shanker@morganstanley.com

MORGAN STANLEY RESEARCH

Morgan Stanley it Trabeportation

Summary of Contents

Part 1: Key Rail Trends
1. Volume Trends
2. Rate Trends
3.  Spend Trends
4. Pricing Trends
5 Service Trends

General Freight Trends Part 2: Special Topics
Intermodal

Rate Mitigation Efforts
Rail Competition

Rate Negotiations
Rate Cases

Support for Legislation

About the Surveys

Rail Trends

o 0hAWNE

Truck Trends

Parcel Trends

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com



mailto:Ravi.Shanker@morganstanley.com

Morgan Stanley

MORGAN STANLEY RESEARCH

January 2024
Freight Transportation

Rail Volume Trends: Forward 6 Month YoY Volume Expectations
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Rail Volume Trends: Forward 6 Month YoY Volume Expectations by Segment

YoY Volume Growth Expectations
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Trends in Trucking Shippers’ Expectations Over the Next 6 Months vs.
the Same Period in the Prior Year”

10% -

Regional LTL

8% -

6% -

4% -

o% \\\\\\\\\\\\\ T T 7T

e National LTL e ntermodal Truckload

-200 -

4% -

Year-over-Year % Base Rate Change

-69% -

mﬁ\@

Ravi Shanker, (212) 761-6350, Ravi.Shanker@morganstanley.com

Source: Morgan Stanley Freight Pulse Surveys

99


mailto:Ravi.Shanker@morganstanley.com

MORGAN STANLEY RESEARCH

Morgan Stanley January 2024

Freight Transportation

TL Base Rate Detail by Spend, Industry, and Response Skew
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Regional LTL Base Rate Detail by Spend, Industry, and Response Skew
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Truck Spend Outlook Over The Next 6 Months
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Truck Spend: Change vs. Prior Survey
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Truckload Fuel Surcharge Concession History
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Truck to Rail Conversion: Key Obstacles to Overcome
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Volume Trends by Product

Volume Growth Expectations “Over the Next 6 Months” vs. Last Year
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Volume Response Skew — All Shippers

Volume Growth Expectations “Over the Next 6 Months” vs. Same Period Last Year
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Volume Growth Outlook by Industry
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Historical Expected Change in Use of Air Products
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Expected Trends in B2C

% of Respondents Indicating Increase in B2C Shipping as % of Total
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% of Respondents Switching Primary Carriers Over Time

% of Shippers Switching Primary Carriers Over the Past 6 Months
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Air Switching: Reasons for Switch and Primary Carrier
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Ground Switching: Reasons for Switch and Primary Carrier

Ground: Reason for Switching Primary
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International Switching: Reasons for Switch and Primary Carrier

International: Reason for Switching
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Pricing Trends by Product: Large vs. Small Shipper

Average Base Rate Expectations "Over the Next 6 Months" vs. Last Year
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Base Rate Response Skew — All Shippers

Base Rate Growth Expectations “Over the Next 6 Months” vs. Same Period Last Year
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Pricing Outlook by Industry
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Percentage Discount Off of List Rates
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Air List Rate Discount by Spend
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Ground List Rate Discount by Spend

What is Your % Discount Off of Listed Parcel Rates for Ground?
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Service Reliability Rankings: Historical Trends
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Service Reliability Rankings: Historical Trends
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Value for Dollar Rankings: Historical Trends
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Value for Dollar Rankings: Historical Trends
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Management), New York, NY, 10036 USA.

For valuation methodology and risks associated with any recommendation, rating or price target referenced in this research report, please contact the Client Support Team as follows:
US/Canada +1 800 303-2495; Hong Kong +852 2848-5999; Latin America +1 718 754-5444 (U.S.); London +44 (0)20-7425-8169; Singapore +65 6834-6860; Sydney +61 (0)2-9770-
1505; Tokyo +81 (0)3-6836-9000. Alternatively you may contact your investment representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research Management),
New York, NY 10036 USA.

Analyst Certification

The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and that they have not received and will
not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report: Ravi Shanker.

Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at www.morganstanley.com/institutional/research/conflictpolicies. A
Portuguese version of the policy can be found at www.morganstanley.com.br

Important Regulatory Disclosures on Subject Companies

The analyst or strategist (or a household member) identified below owns the following securities (or related derivatives): Rachel Simpson - Delta Airlines, Inc.(common or preferred
stock).

As of November 30, 2023, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in Morgan Stanley Research:
Alaska Air Group Inc, Allegiant Travel, American Airlines Group Inc, ArcBest Corp, C.H. Robinson Worldwide Inc., Canadian Pacific Kansas City Ltd, CSX Corporation, Delta Airlines,
Inc., Expeditors International of Washington I, FedEx Corporation, GXO Logistics, Inc, Hub Group Inc, J.B. Hunt Transport Services Inc., Knight-Swift Transportation Holdings Inc,
Landstar System Inc, Norfolk Southern Corp., Schneider National Inc., Southwest Airlines Co., Union Pacific Corp., United Airlines Holdings, Inc., XPO Logistics, Inc..

Within the last 12 months, Morgan Stanley managed or co-managed a public offering (or 144A offering) of securities of American Airlines Group Inc, CSX Corporation, Norfolk Southern
Corp., Sun Country Airlines Holdings Inc, Union Pacific Corp., United Airlines Holdings, Inc., United Parcel Service, XPO Logistics, Inc..

Within the last 12 months, Morgan Stanley has received compensation for investment banking services from Alaska Air Group Inc, American Airlines Group Inc, ArcBest Corp,
Canadian Pacific Kansas City Ltd, CSX Corporation, Delta Airlines, Inc., Norfolk Southern Corp., RXO Inc, Southwest Airlines Co., Union Pacific Corp., United Airlines Holdings, Inc.,
United Parcel Service, XPO Logistics, Inc..
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In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from Alaska Air Group Inc, Allegiant Travel, American Airlines
Group Inc, ArcBest Corp, C.H. Robinson Worldwide Inc., Canadian National Railway Co., Canadian Pacific Kansas City Ltd, CSX Corporation, Delta Airlines, Inc., FedEx Corporation,
GXO Logistics, Inc, Heartland Express Inc., Hub Group Inc, J.B. Hunt Transport Services Inc., Landstar System Inc, Norfolk Southern Corp., Old Dominion Freight Line Inc, RXO Inc,
Schneider National Inc., Southwest Airlines Co., Sun Country Airlines Holdings Inc, TFI International Inc, Union Pacific Corp., United Airlines Holdings, Inc., United Parcel Service,
Werner Enterprises, XPO Logistics, Inc..

Within the last 12 months, Morgan Stanley has received compensation for products and services other than investment banking services from American Airlines Group Inc, ArcBest
Corp, Canadian Pacific Kansas City Ltd, CSX Corporation, Delta Airlines, Inc., GXO Logistics, Inc, Hub Group Inc, J.B. Hunt Transport Services Inc., Norfolk Southern Corp., Old
Dominion Freight Line Inc, RXO Inc, Southwest Airlines Co., Union Pacific Corp., United Airlines Holdings, Inc., United Parcel Service, XPO Logistics, Inc..

Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client relationship with, the following company:
Alaska Air Group Inc, Allegiant Travel, American Airlines Group Inc, ArcBest Corp, C.H. Robinson Worldwide Inc., Canadian National Railway Co., Canadian Pacific Kansas City Ltd,
CSX Corporation, Delta Airlines, Inc., FedEx Corporation, GXO Logistics, Inc, Heartland Express Inc., Hub Group Inc, J.B. Hunt Transport Services Inc., Landstar System Inc, Norfolk
Southern Corp., Old Dominion Freight Line Inc, RXO Inc, Schneider National Inc., Southwest Airlines Co., Sun Country Airlines Holdings Inc, TFI International Inc, Union Pacific Corp.,
United Airlines Holdings, Inc., United Parcel Service, Werner Enterprises, XPO Logistics, Inc..

Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past has entered into an agreement to
provide services or has a client relationship with the following company: Alaska Air Group Inc, American Airlines Group Inc, ArcBest Corp, C.H. Robinson Worldwide Inc., Canadian
National Railway Co., Canadian Pacific Kansas City Ltd, CSX Corporation, Delta Airlines, Inc., FedEx Corporation, GXO Logistics, Inc, Hub Group Inc, J.B. Hunt Transport Services
Inc., Norfolk Southern Corp., Old Dominion Freight Line Inc, RXO Inc, Southwest Airlines Co., Sun Country Airlines Holdings Inc, Union Pacific Corp., United Airlines Holdings, Inc.,
United Parcel Service, XPO Logistics, Inc..

Morgan Stanley & Co. LLC makes a market in the securities of Alaska Air Group Inc, Allegiant Travel, American Airlines Group Inc, ArcBest Corp, C.H. Robinson Worldwide Inc.,
Canadian National Railway Co., Canadian Pacific Kansas City Ltd, CSX Corporation, Delta Airlines, Inc., Expeditors International of Washington |, FedEx Corporation, Frontier Group
Holdings Inc, GXO Lagistics, Inc, Heartland Express Inc., Hub Group Inc, J.B. Hunt Transport Services Inc., Knight-Swift Transportation Holdings Inc, Landstar System Inc, Norfolk
Southern Corp., Old Dominion Freight Line Inc, Saia, Inc., Schneider National Inc., Southwest Airlines Co., Sun Country Airlines Holdings Inc, Union Pacific Corp., United Airlines
Holdings, Inc., United Parcel Service, Werner Enterprises, XPO Logistics, Inc..

The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors, including
quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking revenues. Equity Research analysts' or strategists'
compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making, providing liquidity, fund
management, commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of
companies covered in Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report. Morgan
Stanley trades or may trade as principal in the debt securities (or in related derivatives) that are the subject of the debt research report.

Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.
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STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan Stanley does not assign ratings
of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold and sell. Investors should carefully read the
definitions of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research contains more complete information concerning the analyst's views, investors
should carefully read Morgan Stanley Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as
investment advice. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.

Global Stock Ratings Distribution
(as of December 31, 2023)
The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.

For disclosure purposes only (in accordance with FINRA requirements), we include the category headings of Buy, Hold, and Sell alongside our ratings of Overweight, Equal-weight,
Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the
equivalent of buy, hold, and sell but represent recommended relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most
positive stock rating, with a buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Coverage Universe Investment Banking Clients (IBC) Other Material Investment Senvices Clients (MISC)
Stock Rating Category Count % of Total  Count % of Total IBC % of Rating Category Count % of Total Other MISC
Ovwerweight/Buy 1346 37% 266 41% 20% 605 39%
Equal-weight/Hold 1668 46% 317 49% 19% 717 46%
Not-Rated/Hold 3 0% 0 0% 0% 1 0%
Underweight/Sell 598 17% 61 9% 10% 224 14%
Total 3,615 644 1547

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment banking compensation in
the last 12 months. Due to rounding off of decimals, the percentages provided in the "% of total" column may not add up to exactly 100 percent.

Analyst Stock Ratings
Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country MSCI Index or the average total return of the analyst's industry (or industry
team's) coverage universe, on a risk-adjusted basis over the next 12-18 months.

Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the relevant country MSCI Index or the average total return of the analyst's industry (or
industry team's) coverage universe, on a risk-adjusted basis over the next 12-18 months.

Not-Rated (NR) - Currently the analyst does not have adequate conviction about the stock's total return relative to the relevant country MSCI Index or the average total return of the
analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Underweight (U or Under) - The stock's total return is expected to be below the total return of the relevant country MSCI Index or the average total return of the analyst's industry (or
industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
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Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as
indicated below.

In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market benchmark, as
indicated below.

Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as
indicated below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI Europe; Japan -
TOPIX; Asia - relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Definitions)

Important Disclosures for Morgan Stanley Smith Barney LLC & E*TRADE Securities LLC Customers

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC or Morgan Stanley or
any of their affiliates, are available on the Morgan Stanley Wealth Management disclosure website at www.morganstanley.com/online/researchdisclosures. For Morgan Stanley specific
disclosures, you may refer to www.morganstanley.com/researchdisclosures.

Each Morgan Stanley research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC and E*TRADE Securities LLC. This review and approval is conducted
by the same person who reviews the research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of American Airlines Group Inc, C.H. Robinson Worldwide Inc.,
Canadian National Railway Co., CSX Corporation, Delta Airlines, Inc., FedEx Corporation, GXO Logistics, Inc, Norfolk Southern Corp., RXO Inc, Union Pacific Corp., United Airlines
Holdings, Inc., United Parcel Service, XPO Logistics, Inc..

Morgan Stanley Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, based on developments with the
issuer, the sector, or the market that may have a material impact on the research views or opinions stated therein. In addition, certain Research publications are intended to be updated
on a regular periodic basis (weekly/monthly/quarterly/annual) and will ordinarily be updated with that frequency, unless the Research Analyst and Research Management determine that
a different publication schedule is appropriate based on current conditions.

Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of Section 975
of the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the recommendations or
views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all research available on a
particular stock, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.

Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley to clients. Certain, but not all,
Morgan Stanley Research products are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as a convenience. For
access to all available Morgan Stanley Research, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing and/or using Morgan
Stanley Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In addition you consent to Morgan
Stanley processing your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html),
including for the purposes of setting your preferences and to collect readership data so that we can deliver better and more personalized service and products to you. To find out more
information about how Morgan Stanley processes personal data, how we use cookies and how to reject cookies see our Privacy Policy and our Global Cookies Policy
(http://www.morganstanley.com/privacy_pledge.html).

If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies please do not access our
research.
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Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and objectives of
those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a
financial adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, instruments, or strategies discussed in
Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is
not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your
investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or
financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not
necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing
price on the cover page is that of the primary exchange for the subject company's securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various
factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback
and competitive factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital markets transactions performed by
Morgan Stanley or the profitability or revenues of particular trading desks.

The "Important Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or more of a class of
common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less than 1% in
securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of
Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of securities/instruments of companies
mentioned and may trade them in ways different from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons.

With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable,
comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when opinions or information in Morgan Stanley Research
change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have not been reviewed by,
and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking personnel.

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated
expenses unless pre-approved by authorized members of Research management.

Morgan Stanley may make investment decisions that are inconsistent with the recommendations or views in this report.

To our readers based in Taiwan or trading in Taiwan securities/instruments: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited
("MSTL"). Such information is for your reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. Morgan
Stanley Research may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley. Any non-customer reader
within the scope of Article 7-1 of the Taiwan Stock Exchange Recommendation Regulations accessing and/or receiving Morgan Stanley Research is not permitted to provide Morgan
Stanley Research to any third party (including but not limited to related parties, affiliated companies and any other third parties) or engage in any activities regarding Morgan Stanley
Research which may create or give the appearance of creating a conflict of interest. Information on securities/instruments that do not trade in Taiwan is for informational purposes only
and is not to be construed as a recommendation or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.
Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use of Morgan Stanley Asia
Limited.

Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does not constitute an offer to
sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining
all relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. Neither this report nor any part of it is intended as, or shall
constitute, provision of any consultancy or advisory service of securities investment as defined under PRC law. Such information is provided for your reference only.
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Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A. located at Av. Brigadeiro Faria Lima, 3600, 6th floor, S&o Paulo - SP, Brazil; and is regulated by
the Comissao de Valores Mobilirios; in Mexico by Morgan Stanley México, Casa de Bolsa, S.A. de C.V which is regulated by Comision Nacional Bancaria y de Valores. Paseo de los
Tamarindos 90, Torre 1, Col. Bosques de las Lomas Floor 29, 05120 Mexico City; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related research reports
only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents) and by Morgan Stanley Bank Asia
Limited; in Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 1992062982) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number
200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters arising from, or
in connection with, Morgan Stanley Research) and by Morgan Stanley Bank Asia Limited, Singapore Branch (Registration number T14FC0118J); in Australia to "wholesale clients"
within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which
accepts responsibility for its contents; in Australia to "wholesale clients" and "retail clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth
Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan
Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited having Corporate Identification No (CIN) U22990MH1998PTC115305,
regulated by the Securities and Exchange Board of India (“SEBI”) and holder of licenses as a Research Analyst (SEBI Registration No. INHO00001105); Stock Broker (SEBI Stock
Broker Registration No. INZ000244438), Merchant Banker (SEBI Registration No. INM000011203), and depository participant with National Securities Depository Limited (SEBI
Registration No. IN-DP-NSDL-567-2021) having registered office at 18th Floor, Tower 2, One World Center, Plot- 841, Jupiter Textile Mill Compound, Senapati Bapat Marg, Lower
Parel, Mumbai 400013, India Telephone no. +91-22-61181000; Compliance Officer Details: Mr. Anil Shenoy, Tel. No.: +91-22-61181000 or Email: Anil. Shenoy@morganstanley.com;
Grievance officer details: Mr. Anil Shenoy, Tel. No.: +91-22-61181000 or Email: msic-compliance@morganstanley.com; in Canada by Morgan Stanley Canada Limited; in Germany and
the European Economic Area where required by Morgan Stanley Europe S.E., authorised and regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin) under the
reference number 149169; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co. International plc, authorized by the Prudential
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority, disseminates in the UK research that it has prepared, and research
which has been prepared by any of its affiliates, only to persons who (i) are investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (as amended, the “Order”); (ii) are persons who are high net worth entities falling within Article 49(2)(a) to (d) of the Order; or (iii) are persons to whom
an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000, as amended) may otherwise lawfully be
communicated or caused to be communicated. RMB Morgan Stanley Proprietary Limited is a member of the JSE Limited and A2X (Pty) Ltd. RMB Morgan Stanley Proprietary Limited is
a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited. The
information in Morgan Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital Market Authority in the Kingdom of Saudi Arabia, and is
directed at Sophisticated investors only.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the
DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will only be made available to a
customer who we are satisfied meets the regulatory criteria to be a Professional Client. A distribution of the different MS Research ratings or recommendations, in percentage terms for
Investments in each sector covered, is available upon request from your sales representative.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre Regulatory
Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity.
Investment advisory service is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and recommendations stated here are
general in nature. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information
stated here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or representations
relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global Industry Classification
Standard (GICS) was developed by and is the exclusive property of MSCI and S&P.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.

Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/1011, or any other similar framework.

The issuers and/or fixed income products recommended or discussed in certain fixed income research reports may not be continuously followed. Accordingly, investors should regard
those fixed income research reports as providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or individual fixed
income products.

Morgan Stanley may hold, from time to time, material financial and commercial interests regarding the company subject to the Research report.

Registration granted by SEBI and certification from the National Institute of Securities Markets (NISM) in no way guarantee performance of the intermediary or provide any assurance of

returns to investors._Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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INDUSTRY | COMPANY TICKER VIEW [ RATING coY LAST CLOSE PRICE TARGET
AIRLINES (NORTH AMERICA) ATTRACTIVE

Delta Airlines, Inc. DALN Owverweight usD
Erontier Group Holdings Inc uLcco Overweight uso
United Airlines Heldings, Inc. UALO Owverweight usD
Alaska Air Group Inc ALKM Owverweight usp
Southwest Airlines Co. LUV.N Overweight UsD
American Airlines Group Inc AALOD Equal-weight uso
Sun Country Airlines Holdings Inc SNCY.Q Equal-weight UsD
Allegiant Travel ALGTO Equal-weight usD
JetBlue Airways Corp. JBLU.O ++ usD
EREIGHT TRANSPORTATION (NORTH AMERICA) IN-LINE

Werner Enterprises WERNO Owverweight uspD
Schneider National Inc. SNDR.N Overweight UsD
Knight-Swift Transportatio . KNXN Overweight UsD
GXO Logistics, Inc GXO.N Overweight UsD
IFl International Inc TEILN Owverweight usp
ArcBest Corp ARCB.O Owverweight usD
Canadian National Railway Co, CNRTO Owverweight CAD
Heartland Express Inc. HTLD.O Equal-weight usD
Canadian Pacific Kansas City Ltd CPTO Equal-weight CAD
Old Dominion Freight Line Inc ODFLO Equal-weight uspD
Hub Group Inc HUBG.O Equal-weight usD
JB Hunt Transport Services Inc, JBHT.O Equal-weight UsD
XPO Logistics, Inc. XPON Equal-weight usD
FedEx Corporation EDX.N Equal-weight uUsD
RXO Inc RXON Equal-weight UsD
Landstar System Inc LSTR.O Equal-weight usD
Union Pacific Corp. UNPN Equal-weight usD
CSX Corporation CsSX.0 Equal-weight usD
Morfolk Southern Corp. NSC.N Equal-weight usD
C.H. Robinson Worldwide Inc. CHRW.O Underweight UsD
Expeditors International of Washington | EXPD.N Underweight uspD
Saia, Inc. SAIAD Underweight UsD
United Parcel Service UPS N Underweight uso
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