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FTR Trucking Update January 2011 
 
With 2010 behind us, the focus is on an improving 2011!  In 2010, we saw a spike in activity from March - 
June with the market stabilizing with gradual improvement year on year.  2011 is forecasted to see a 
much sharper incline in manufacturing and industrial production ramping up second quarter and 
continuing through the year at improving levels.  The impact on truck transportation will move lock-step 
with these projections.  While this is very good news for both shippers and carriers, there will be speed 
bumps along the way that could impact both parties.  Below I've stated key quotes from the FTR Trucking 
Update report in black font followed by my comments in blue font.  For your reference, the complete FTR 
Trucking Update for January can be found following my summary.   
  

• Conditions are in a short pause before a dramatic up shoot in 2011 due to capacity shortages.  
No surprise here as manufacturers traditionally run inventory levels down at end of year 
and begin ramping back up in late February to March in order to be at full speed in the 
busier Spring/Summer period.  

• We expect the current pause for inventory reductions to end in the first quarter of 2011.  See 
comment above.  

• The economy is finally showing some upside potential.  If true, then freight could get above 5% 
growth in 2011. A 5% improvement on top of an already tightening capacity will have a 
compound effect when the number of trucks taken out of service over the last 24 months 
is also considered.  

• For 2011, the high values for this stage of recovery are also the result of additional freight growth 
and the implementation of Federal trucking regulations which effectively reduce capacity (HOS, 
CSA).  The regulatory data has been added to these calculations for the first time.  Although the 
impact of CSA and revised HOS rules can only be estimated at this point, the private & for-
hire fleets I have spoken with strongly believe that these two factors alone will result in a 
double-digit effective decrease in load handling ability.  Now, on top of CSA/HOS, add on 
the 5% economic increase referenced above ......trucks will be in short supply.    

• FTR expects substantial rate inflation in 2011and 2012 due to a perfect storm of capacity 
shortages and fuel price increases.  By now, everyone (shippers & carriers) involved in truck 
transportation should be fully aware of the impending capacity shortages and have 
expectations of upward rate adjustments.  However, I find that overall, many shippers are 
not aware of how important the cost of fuel is to carriers; and subsequently, how 
important their fuel surcharges are to carriers.  As fuel increases, those shippers with 
below-average fuel surcharges will not get trucks even if line-haul rates are in line with the 
market.  Carriers will not be willing to incur the time, cost, and resources to constantly 
adjust line-haul rates to compensate for poor fuel surcharges.   

• Now that assets are in full use, market adjustments, henceforth, will require the expense matters 
of fixing deferred maintenance, purchasing new, expensive tractors, and sourcing drivers in a 
rapidly tightening market.  Carriers who tried to save money by reducing or delaying 
preventative maintenance on equipment are now being forced to invest major dollars in 
repairs.  New equipment costs are up over 10% in a still-tight credit market.  The driver pay 
rate per mile will have to rise to compensate for fewer miles driven under the new HOS 
rules.  This will be further exacerbated by carriers competing for drivers with acceptable 
CSA scores.  

• Oil prices are again pushing up to a new two year high.  Fuel prices continue to rise, just not as 
fast as oil prices.  Smart carriers will weigh shipper fuel surcharge scales (FSC) just as 
heavily as rate-per-mile in determining which customers to service.  Many carriers learned 
a hard lesson in late 2007/early 2008 when fuel prices skyrocketed and FSCs did not 
adequately keep pace.  Carriers lost thousands of dollars that were not offset by rates.  
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• After reducing or eliminating driver hiring and training capacity, carriers are slow or unable to 
ramp up the hiring pipeline fast enough.  The shortage of drivers will grow as freight demand 
increases faster than carriers add drivers.  As stated above, fewer qualified drivers per CSA 
will compound this challenge.  

• 2010Q3 bankruptcies were on par with what was seen during the prior quarter with 330 fleets 
failing during the quarter. This down only 25 from the Q2 failures.  Interesting that even though 
the economy has been improving, carrier defaults are still at high levels.  Many in the 
industry believe that carrier failures could actually increase as used-equipment demand & 
prices increase enough for lenders to take action on carriers behind in payments.  

• On an annual basis, real GDP is forecast to increase 2.8% in 2010 and in 2011, and rise 3.2% in 
2012.  Manufacturing remains a large source of freight-movements.  Industrial production is 
forecast to increase 5.5% in 2010, 4.7% in 2011, and 5.9% in 2012.  Manufacturing and industrial 
production are the two drivers within the market served by the flatbed sector.  If these 
projections hold true, our customers business will improve which benefits both of us!  

• Since this capacity crunch will be roughly twice as tight as 2004, physical shortages are likely.  
When that happens, market order is disrupted and spot prices will skyrocket. We are looking at 
an upside event with at least as much power as the downside event we just survived.  If you are 
a shipper who plays the spot-price market and is heavily reliant on freight brokers, you 
may find yourself short of trucks and/or paying 20 - 25% premiums to get capacity.  
Carriers who survived the recession remember those customers who were loyal to them, 
supported them as best they could and have ongoing relationships.     

  
In summary, the good news for shippers is that the economy seems to be poised for increasing, 
continued improvement throughout 2010/2012.  The good news for carriers is that as our shippers' 
business improves, so does ours!  The smart shipper will be aligning itself with quality carriers that have 
considerable resources right now in preparation for the coming months.  The smart carriers will be 
aligning themselves with shippers that have a positive impact on productivity (short load/unload times), 
pay reasonable rates, and are very driver friendly. 
  
As the year progresses and the economy / truck transportation sector evolve, I will continue to keep you 
updated on the latest developments. 
  
  
Best Regards, 
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