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  Price FY EPS FY P/E 

Company Name Rating 11/04/11 2011E 2012E 2011 2012 
   

Trucking & Intermodal 
 Arkansas Best Corp. (ABFS) 2 V $19.91 $0.45 $1.68 44.2x   11.9x 

 Con-way Inc. (CNW) 2 V 28.03 1.64 2.11 17.1x   13.3x 

 Heartland Express, Inc. (HTLD) 2   13.64 0.77 0.82 17.7x   16.6x 

 Hub Group, Inc. (HUBG) 2   31.49 1.55 1.97 20.3x   16.0x 

 J.B. Hunt Transport Services, Inc. 
(JBHT) 

1   41.93 2.06  2.49  20.4x   16.8x 

 Knight Transportation, Inc. (KNX) 2   15.19 0.72 0.88 21.1x   17.3x 

 Landstar System, Inc. (LSTR) 2   44.56 2.31 2.59 19.3x   17.2x 

 Old Dominion Freight Line, Inc. 
(ODFL) 

1   37.23 2.29  2.57  16.3x   14.5x 

 Ryder System, Inc. (R) 1   51.24 3.35 4.07 15.3x   12.6x 

 Swift Transportation Co. (SWFT) 1 V 8.98 0.76 0.98 11.8x   9.2x 

 Werner Enterprises, Inc. (WERN) 1   23.61 1.37 1.54 17.2x   15.3x 

  

Source: Company data and Wells Fargo Securities, LLC estimates      1= Outperform, 2 = Market Perform, 3 = Underperform, V = Volatile,
 = Company is on the Priority Stock List      NA = Not Available, NC = No Change, NE = No Estimate, NM = Not Meaningful 

         
 

• SUMMARY: As we approach the one-year anniversary of CSA 2010, an initiative 
developed to improve bus and motor carrier safety, we continue to find various 
aspects of the program problematic. And, while we applaud the original intent--to 
reduce crashes, injuries and fatalities--it is still not clear to us whether the carrier 
safety performance measures accurately portray either the risk profile of 
individual carriers or the likelihood of an accident. As such, our confidence is not 
high that improving scores actually predict reduced crashes, injuries, or fatalities. 
In fact, according to our analysis of the 200 largest carriers in the CSA database, 
we find no meaningful statistical relationship between actual accident frequency 
and BASIC scores for Unsafe Driving, Fatigued Driving or Driver Fitness. 
Regardless, carriers must still bear both direct and indirect costs of compliance. 
For example, one indirect cost that we find particularly troubling is the 
undeniably wide range of inspection frequency. Above-average inspection rates 
could disproportionally reduce carrier productivity and potentially create a 
negative feedback loop. In this note, we examine the various performance 
measures and explain why we feel BASIC scores should not be used exclusively in 
assessing carrier risk and that they may, in fact, provide misleading information. 

• IN COMPLIANCE: The FMCSA established 5 primary BASIC (Behavior Analysis 
and Safety Improvement Categories) categories in order to assess carrier safety. 
According to current data, the carriers in our research universe are all within the 
maximum threshold for each of the five categories, although various carriers have 
occasionally exceeded a BASIC threshold for a short period. Several have 
commented that once they breach a threshold, it can be quite challenging to 
return to compliance because additional scrutiny (i.e., inspections) appears to 
align with increased violations. Our findings appear to support this observation. 

• WHAT COULD BE WRONG: First, CSA is a federally implemented program 
enforced at the State and local level with overarching jurisdictions and greatly 
varying enforcement policies. Second, composite score severity weights are not 
entirely intuitive and may not accurately capture carier/driver crash risk. Finally, 
there does not appear to be a mechanism in place to account for these and other 
inspection variances (i.e. inspection frequency, mode of haul, etc.). 
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Summary 
 
The Federal Motor Carrier Safety Association (FMCSA) introduced the nationwide CSA (Compliance, Safety, 
Accountability) safety program in December 2010. We believe the intent of the program was to reduce crashes, 
injuries and fatalities by utilizing a broader and more comprehensive data set to measure carrier and driver 
safety. In turn, this data could be used by FMCSA and carriers to take corrective action and to allow FMCSA to 
focus its resources on the more troublesome carriers and drivers. We believe the idea was to identify behaviors 
that were thought to lead to accidents and to proactively address those behaviors before accident occurrence.  
 
While it may be too early to determine whether or not the program is successful against its admirable mission, 
we can say at this time that we find certain aspects of the program troublesome. Although it is beyond the 
scope of our resources to offer solutions, we do feel it is important for us to make investors aware of the 
potential shortcomings in the program. 
 
What We Found 
 
The FMCSA collects data in order to assign a composite score in seven categories, five of which are made 
public. Each category has numerous subcategories that are each assigned weights. The sum of these weights 
results in a BASIC (Behavior Analysis and Safety Improvement Categories) score for each category. There is a 
corresponding “limit” threshold whereby, if a carrier breaches, corrective actions must be taken to remedy the 
violations. Serious or persistent violations can result in enforcement actions against either carriers or 
individual drivers. 
 
As we approach the one year anniversary of the program and after examining the data on the 200 largest 
carriers in the database, we remain convinced investors and other interested parties should NOT rely 
exclusively on a carrier’s composite BASIC scores to assess accident probability or overall risk. Indeed, we 
believe the composite scores can be misleading. Specifically, we did not find a meaningful statistical 
relationship between a carrier’s actual accident incidence and the BASIC scores for Unsafe Driving, Fatigued 
Driving or Driver Fitness. This is the same conclusion we reached in our original study published March 28, 
2011 when we observed only the top-20 carriers. 
 
It is not clear to us why there is not meaningful statistical correlation between Unsafe Driving or Fatigued 
Driving BASIC scores and actual incidence. Certainly it is intuitive that “unsafe driving” or “fatigued driving” 
behaviors should be prone to higher accident incidence, but that is not what our analysis suggests. We also 
found no meaningful correlation between accident frequency and the BASIC score for “Driver Fitness”.  
 
Based on our discussion with various sources, we think the following factors may contribute to the 
discrepancies and make the composite scores less relevant in risk assessment;  

 
• CSA is a Federal program but violations and inspections are done at the State level. Because States 

have a wide variety of enforcement and inspection protocols, individual carrier’s exposure to a 
particular State may result in disproportionate and disparate outcomes. For example, one carrier 
explained that over the past year it was inspected 26x more often in one State (on an equivalent mile 
basis) versus another. While this may not be the norm, we nonetheless found a wide disparity 
between States. TransCore Freight Solutions, examining 166,000 for-hire carriers, found “carriers 
domiciled in certain States appear to be scored more stringently than carriers domiciled elsewhere for 
Controlled Substance, Unsafe Driving, Fatigued Driving and Vehicle Maintenance”. 

 
• Severity weights given to each subcategory may not accurately capture driving behaviors that lead to 

accidents. For example, in the Unsafe Driving categories a severity weight of 7 is given to “not wearing 
a seatbelt” but “following too close” and “improper lane change” are each assigned a 5. In the Driver 
Fitness category severity weight is high for failure to have a valid Commercial Driver License (CDL) 
but a suspended CDL could be the result of missed Child Support (certainly not admirable but not 
likely related to safety). In our Appendix, we list the severity weights for Unsafe Driving, Fatigued 
Driving and Driver Fitness. 

 
• A negative feedback loop may have been created for carriers with unfavorable BASIC scores. Indeed, 

the only correlation analysis that we ran that showed a high correlation and significant r-squared (i.e., 
predictive ability) was with the relationship between Unfit Driver BASIC scores and inspection 
frequency (Inspections per Power Unit). This relationship was the strongest using a smaller 20 
carriers sample size. We also observed that the bottom-third of inspection frequencies within our 200 
carriers sample had BASIC scores that were on average 45% better than the top two thirds. It is not 
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clear which one may lead to the other, but there is a meaningful relationship between high Unfit 
Driving scores and inspection rates. 

 
• Inspection variability as measured per power unit or per million miles driven is fairly broad, in our 

view. None of the BASIC score methodologies account for differences in inspection frequency.    
 
Other Important Considerations 
 

• A Commercial Carrier Journal analysis published in January 2011 noted that only 12% of the 
758,682 carriers in the FMCSA database had enough inspections to be included in any safety event 
group. Our concern is that if smaller carriers are not eventually captured in the CSA regime, it may 
leave the door open for unsafe drivers to move to smaller carriers who have sidestepped this 
oversight. This suggests large carriers will bear the greatest cost of compliance and regulation. 

 
• We believe our 200 carrier sample size is statistically significant. However, it may not be sufficiently 

diversified and the results from large carriers may not correspond to findings at smaller carriers. 
 
• CSA captures a broad range of trucking companies, including, moving companies, large parcel 

carriers such as UPS and FedEx, as well as traditional less-than-truckload and truckload. All of these 
companies are given composite scores that may not adequately distinguish between the nature of 
their operations. Indeed, even within a category such as truckload there are distinct safety differences 
between over-the-road operations and a dedicated operation. A generic composite score, particularly 
for carriers with diversified operations, may be misleading when compared to other carriers. 

 
With a correlation of .766 and r-squared of .587 we find a significant relationship between 
Unsafe Driver scores and the number of Inspections per Power Unit. 
 

Correl: .766
R2: .587

Source: FMCSA, Wells Fargo Securities, LLC

Top 20 N.A. Trucking Companies
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This relationship was not as strong using the Fatigued Driver score but nonetheless had a 
higher correlation and r-squared than any other relationships. 
 

Correl: .484
R2: .234

Source: FMCSA, Wells Fargo Securities, LLC

Top 20 N.A. Trucking Companies
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Using a larger sample size we did not find statistical data that supports the notion that 
increased inspection frequency impacts Unsafe Driver scores. However, we did observe that 
the carriers in the bottom third of inspection frequency had Unsafe Driver scores that were 
45% better on average than carriers in the top two-thirds of inspection frequency. 
 

Correl: .424
R2: .180

Source: FMCSA, Wells Fargo Securities, LLC

Top 200 N.A. Trucking Companies
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Correl: .232
R2: .054

Source: FMCSA, Wells Fargo Securities, LLC

Top 200 N.A. Trucking Companies
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The relationship between Unsafe Driver scores and Inspection Frequency is problematic, in 
our view, because inspection rigor seems to vary by State. Moreover, there is a wide range of 
inspection frequencies among carriers. 
 

Median: 2.41x

Source: FMCSA

Top 200 Carriers Inspections per Million Miles
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Median: 2.17x

Source: FMCSA

Top 200 Carriers Inspections per 100 Power Units
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LTL carriers seem to have far lower inspection rates as compared to truckload carriers. And 
within the truckload universe there is also a variety of frequencies. 
 

Source: FMCSA
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Source: FMCSA

Inspections per 100 Power Units
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Carriers with low accident rates do not necessary score well using the BASIC methodology for 
measuring Unsafe Driving. This makes us question the reliability of the BASIC methodology. 
 

Unsafe Driving Threshold

Source: FMCSA, Wells Fargo Securities, LLC

Accident per Million miles vs. Unsafe Driving BASIC
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Unsafe Driving Threshold

Source: FMCSA, Wells Fargo Securities, LLC

Accident per Power Unit vs. Unsafe Driving BASIC
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Examining a broader group of carriers yielded even less statistical significance. We found a 
very low correlation between Unsafe Driver scores and actual accident incidence. 
 

Correl: .204
R2: .042

Source: FMCSA, Wells Fargo Securities, LLC

Top 200 N.A. Trucking Companies
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Similarly, Fatigued Driver scores did not show significance to accident rates. 
 

Correl: .050
R2: .002

Source: FMCSA, Wells Fargo Securities, LLC

Top 200 N.A. Trucking Companies
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A similar analysis based on power units vs. Unsafe/Fatigued Driver yields very similar results. 
Quite simply, we found very little relationship (i.e., not statistically significant) between Unsafe 
Driver or Fatigued Driver scores and actual Accidents per Power Unit. 
 

Correl: .347
R2: .121

Source: FMCSA, Wells Fargo Securities, LLC

Top 200 N.A. Trucking Companies
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Correl: .111
R2: .012

Source: FMCSA, Wells Fargo Securities, LLC
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Here we use a smaller sample size to make a few observations more clear. First, we note 
Knight, Knight Refrigerated and LSTR-Inway were above several peers in the Unsafe Driver 
score but had accident rates below peers who scored better under the CSA methodology. In the 
second chart we note LSTR with a low accident incident rates and above-peer Fatigued Driver 
scores. 
 

Correl: .294
R2: .087

Source: FMCSA, Wells Fargo Securities, LLC
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Using a smaller sample size we did find some relationship between Unsafe Driving scores and 
Accidents per Power Unit. However, an r-squared of .303 is still relatively weak. 
 

Correl: .555
R2: .303

Source: FMCSA, Wells Fargo Securities, LLC

Top 20 N.A. Trucking Companies
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Even with a smaller sample size there was no meaningful relationship between Fatigued Driver 
scores and Accidents per Power Unit. 

Correl: -.063
R2: .004

Source: FMCSA, Wells Fargo Securities, LLC

Top 20 N.A. Trucking Companies
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Driver Fitness scores do not show a relationship to accident rates, in our assessment. 
 

Correl: .234
R2: .055

Source: FMCSA, Wells Fargo Securities, LLC
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Source: FMCSA, Wells Fargo Securities, LLC
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Source: FMCSA, Wells Fargo Securities, LLC
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Appendix 
 

Unsafe Driving BASIC: 
Severity Weights and Violation Description 

Section
Violation Description Shown on Driver/ Vehicle Examination 
Report Given to CMV Driver after Roadside Inspection Violation Group Description

Violation 
Severity 
Weight

Violation in the 
DSMS (Y/ N)

177.800(d) Unnecessary delay in HM transportation to destination HM Related 1 Y
390.17DT Operating a CMV while texting Texting 10 Y
390.20 Failing to properly secure parked vehicle Other Driver Violations 1 Y
392.2C Failure to obey traffic control device Dangerous Driving 5 Y
392.2DH Headlamps - Failing to dim when required Misc Violations 3 Y
392.2FC Following too close Dangerous Driving 5 Y
392.2LC Improper lane change Dangerous Driving 5 Y
392.2LV Lane Restriction violation Misc Violations 3 Y
392.2P Improper passing Dangerous Driving 5 Y

392.2PK Unlawfully parking and/or leaving vehicle in the roadway Other Driver Violations 1 Y
392.2R Reckless driving Reckless Driving 10 Y
392.2RR Railroad Grade Crossing violation Dangerous Driving 5 Y
392.2S Speeding Speeding Related 5 Y

392.2-SLLS1
State/Local Laws - Speeding 1-5 miles per hour over the 
speed limit Speeding 1 1 Y

392.2-SLLS2
State/Local Laws - Speeding 6-10 miles per hour over the 
speed limit Speeding 2 4 Y

392.2-SLLS3
State/Local Laws - Speeding 11-14 miles per hour over the 
speed limit Speeding 3 7 Y

392.2-SLLS4
State/Local Laws - Speeding 15 or more miles per hour over 
the speed limit Speeding 4 10 Y

392.2-SLLSWZ State/Local Laws - Speeding work/construction zone Speeding 4 10 Y
392.2-SLLT State/Local Laws - Operating a CMV while texting Texting 10 Y
392.2T Improper turns Dangerous Driving 5 Y
392.2Y Failure to yield right of way Dangerous Driving 5 Y
392.6 Scheduling run to necessitate speeding Speeding Related 5 N
392.10(a)(1) Failing to stop at railroad crossing—bus Dangerous Driving 5 Y
392.10(a)(2) Failing to stop at railroad crossing—chlorine Dangerous Driving 5 Y
392.10(a)(3) Failing to stop at railroad crossing—placard Dangerous Driving 5 Y
392.10(a)(4) Failing to stop at railroad crossing—HM cargo Dangerous Driving 5 Y
392.14 Failed to use caution for hazardous condition Dangerous Driving 5 Y
392.16 Failing to use seat belt while operating CMV Seat Belt 7 Y
392.22(a) Failing to use hazard warning flashers Other Driver Violations 1 Y
392.60(a) Unauthorized passenger on board CMV Other Driver Violations 1 Y
392.62 Unsafe bus operations Other Driver Violations 1 Y
392.62(a) Bus—Standees forward of the standee line Other Driver Violations 1 Y
392.71(a) Using or equipping a CMV with radar detector Speeding Related 5 Y
397.3 State/ local laws ordinances regulations HM Related 1 Y
397.13 Smoking within 25 feet of HM vehicle HM Related 1 Y
398.4 Driving of vehicle—migrant workers Other Driver Violations 1 Y
Source: FMCSA  
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Fatigued Driving BASIC: 
Severity Weights and Violation Description 

Section
Violation Description Shown on Driver/ Vehicle Examination 
Report Given to CMV Driver after Roadside Inspection Violation Group Description

Violation 
Severity 

Weight[2]
Violation in the 

DSMS (Y/ N)
392.2H State/Local Hours of Service (HOS) Hours 7 Y
392.3 Operating a CMV while ill/ fatigued Jumping OOS/Driving Fatigued 10 Y
395.1(h)(1) 15, 20, 70/80 HOS violations (Alaska-Property) Hours 7 Y
395.1(h)(2) 15, 20, 70/80 HOS violations (Alaska-Passenger) Hours 7 Y
395.1(h)(3) Adverse driving conditions violations (Alaska) Hours 7 Y
395.1(o) 16 hour rule violation (Property) Hours 7 Y

395.3(a)(1) Requiring or permitting driver to drive more than 11 hours Hours 7 Y
395.3A1R 11 hour rule violation (Property) Hours 7 Y

395.3(a)(2)
Requiring or permitting driver to drive after 14 hours on 
duty Hours 7 Y

395.3A2R 14 hour rule violation (Property) Hours 7 Y
395.3(b) 60/70- hour rule violation Hours 7 Y
395.3BR 60/70 hour rule violation (Property) Hours 7 Y
395.3(c) 34- hour restart violation (Property) Hours 7 Y
395.5(a)(1) 10- hour rule violation (Passenger) Hours 7 Y
395.5(a)(2) 15- hour rule violation (Passenger) Hours 7 Y
395.5(b) 60/70- hour rule violation (Passenger) Hours 7 Y
395.8 Log violation (general/ form and manner) Other Log/Form & Manner 2 Y
395.8(a) No drivers record of duty status Incomplete/Wrong Log 5 Y
395.8(e) False report of drivers record of duty status False Log 7 Y
395.8(f)(1) Drivers record of duty status not current Incomplete/Wrong Log 5 Y
395.8(k)(2) Driver failing to retain previous 7 days’ logs Incomplete/Wrong Log 5 Y
395.13(d) Driving after being declared out-of-service Jumping OOS/Driving Fatigued 10 Y

395.15(b)
Onboard recording device information requirements not 
met EOBR Related 1 Y

395.15(c) Onboard recording device improper form and manner EOBR Related 1 Y

395.15(f)
Onboard recording device failure and driver failure to 
reconstruct duty status EOBR Related 1 Y

395.15(g) On-board recording device information not available EOBR Related 1 Y

395.15(i)(5)
Onboard recording device does not display required 
information. EOBR Related 1 N

398.6 Violation of hours of service regulations—migrant workers Hours 7 Y
Source: FMCSA  
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Driver Fitness BASIC: 
Severity Weights and Violation Description 

Section
Violation Description Shown on Driver/ Vehicle Examination 
Report Given to CMV Driver after Roadside Inspection Violation Group Description

Violation 
Severity 

Weight[2]
Violation in the 

DSMS (Y/ N)

177.816 Driver training requirements General Driver Qualification 4 N
383.21 Operating a CMV with more than one driver's license License-related 8 Y

383.21(a) Operating a CMV with more than one driver's license† License-related 8 Y
383.23(a)(2) Operating a CMV without a CDL License-related 8 Y
383.23(c) Operating on learner's permit without CDL holder License-related 8 Y
383.23(c)(1) Operating on learner's permit without CDL holder License-related 8 Y

383.23(c)(2) Operating on learner's permit without valid driver’s license License-related 8 Y
383.51(a) Driving a CMV (CDL) while disqualified License-related 8 Y
383.91(a) Operating a CMV with improper CDL group License-related 8 Y
383.93(b)(1) No double/ triple trailer endorsement on CDL License-related 8 Y
383.93(b)(2) No passenger vehicle endorsement on CDL License-related 8 Y
383.93(b)(3) No tank vehicle endorsement on CDL License-related 8 Y
383.93(b)(4) No hazardous materials endorsement on CDL License-related 8 Y
383.93(b)(5) No school bus endorsement on CDL License-related 8 Y

383.93B5LCDL
License (CDL) - Operating a school bus without a school bus 
endorsement as described in 383.93(b)(5) License-related 8 Y

383.95(a) Violating airbrake restriction License-related 8 Y
386.72(b) Failing to comply with Imminent Hazard OOS Order Fitness/  Jumping OOS 10 Y
391.11 Unqualified driver License-related 8 Y

391.11(b)(1) Interstate driver under 21 years of age General Driver Qualification 4 Y

391.11(b)(2) Non-English speaking driver General Driver Qualification 4 Y

391.11B2S
Driver must be able to understand highway traffic signs and 
signals in the English language General Driver Qualification 4 Y

391.11(b)(4) Driver lacking physical qualification(s) Physical 2 Y

391.11(b)(5) Driver lacking valid license for type vehicle being operated License-related 8 Y
391.11(b)(7) Driver disqualified from operating CMV License-related 8 Y
391.15(a) Driving a CMV while disqualified License-related 8 Y
391.41(a) Driver not in possession of medical certificate Medical Certificate 1 Y
391.43(h) Improper medical examiners certificate form Medical Certificate 1 Y
391.45(b) Expired medical examiner's certificate Medical Certificate 1 Y
391.49(j) No valid medical waiver in driver's possession Medical Certificate 1 Y
398.3(b) Driver not physically qualified Physical 2 Y
398.3(b)(8) No doctor's certificate in possession Medical Certificate 1 Y
Source: FMCSA  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



WELLS FARGO SECURITIES, LLC 
CSA: Good Intentions, Unclear Outcomes EQUITY RESEARCH DEPARTMENT 
 

 

 13 

 

 
 

Required Disclosures 

 
 

To view price charts for all companies rated in this document, please go to 
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1) All views expressed in this research report accurately reflect my personal views about any and all of the subject securities or 
issuers discussed; and  
2) No part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed 
by me in this research report. 
 
 Wells Fargo Securities, LLC  maintains a market in the common stock of Arkansas Best Corp., Con-way Inc., Heartland Express, 

Inc., Hub Group, Inc., J.B. Hunt Transport Services, Inc., Knight Transportation, Inc., Landstar System, Inc., Old Dominion 
Freight Line, Inc., Swift Transportation Co., Werner Enterprises, Inc. 

 Wells Fargo Securities, LLC or its affiliates managed or comanaged a public offering of securities for Ryder System, Inc., Swift 
Transportation Co. within the past 12 months. 

 Wells Fargo Securities, LLC or its affiliates intends to seek or expects to receive compensation for investment banking services in 
the next three months from Arkansas Best Corp., Old Dominion Freight Line, Inc., Ryder System, Inc., Swift Transportation Co. 

 Wells Fargo Securities, LLC or its affiliates received compensation for investment banking services from Ryder System, Inc., Swift 
Transportation Co. in the past 12 months. 

 Wells Fargo Securities, LLC and/or its affiliates, have beneficial ownership of 1% or more of any class of the common stock of 
Arkansas Best Corp., Landstar System, Inc. 

 Ryder System, Inc., Swift Transportation Co. currently is, or during the 12-month period preceding the date of distribution of the 
research report was, a client of Wells Fargo Securities, LLC.  Wells Fargo Securities, LLC provided investment banking services to 
Ryder System, Inc., Swift Transportation Co. 

 Arkansas Best Corp., Knight Transportation, Inc., Ryder System, Inc., Swift Transportation Co. currently is, or during the 12-
month period preceding the date of distribution of the research report was, a client of Wells Fargo Securities, LLC.  Wells Fargo 
Securities, LLC provided noninvestment banking securities-related services to Arkansas Best Corp., Knight Transportation, Inc., 
Ryder System, Inc., Swift Transportation Co. 

 Old Dominion Freight Line, Inc., Ryder System, Inc., Swift Transportation Co. currently is, or during the 12-month period 
preceding the date of distribution of the research report was, a client of Wells Fargo Securities, LLC.  Wells Fargo Securities, LLC 
provided nonsecurities services to Old Dominion Freight Line, Inc., Ryder System, Inc., Swift Transportation Co. 

 Wells Fargo Securities, LLC received compensation for products or services other than investment banking services from 
Arkansas Best Corp., Knight Transportation, Inc., Old Dominion Freight Line, Inc., Ryder System, Inc., Swift Transportation Co. 
in the past 12 months. 

 Wells Fargo Securities, LLC or its affiliates may have a significant financial interest in Arkansas Best Corp., Con-way Inc., 
Heartland Express, Inc., Hub Group, Inc., J.B. Hunt Transport Services, Inc., Knight Transportation, Inc., Landstar System, Inc., 
Old Dominion Freight Line, Inc., Ryder System, Inc., Swift Transportation Co., Werner Enterprises, Inc. 
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Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions. 
Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability 
and revenue of the firm, which includes, but is not limited to investment banking revenue. 
 
STOCK RATING 
1=Outperform: The stock appears attractively valued, and we believe the stock's total return will exceed that of the market over the 
next 12 months. BUY 
2=Market Perform: The stock appears appropriately valued, and we believe the stock's total return will be in line with the market 
over the next 12 months. HOLD 
3=Underperform: The stock appears overvalued, and we believe the stock's total return will be below the market over the next 12 
months.  SELL 

SECTOR RATING 
O=Overweight:  Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
M=Market Weight:  Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
U=Underweight:  Industry expected to underperform the relevant broad market benchmark over the next 12 months. 

VOLATILITY RATING 
V = A stock is defined as volatile if the stock price has fluctuated by +/-20% or greater in at least 8 of the past 24 months or if the 
analyst expects significant volatility. All IPO stocks are automatically rated volatile within the first 24 months of trading. 

ABFS: Our estimates are premised on a recovery in pricing in 2011. Absent an improvement in pricing our estimates will not likely 
be achieved. ABFS has a higher cost structure than union and non-union peers, which could keep the company at a competitive 
disadvantage. 
CNW: Our estimates are premised on a recovery in pricing in H2 2011 and 2012. If pricing does not improve as we expect, our 
earnings estimates would not likely be achieved. CNW appears to be at the early stages of a turnaround but further productivity 
improvements are needed to achieve our estimates. 
HTLD: Our estimates are premised on a recovery in pricing in 2011 and 2012. HTLD's customer concentration may create hurdles 
to achieve pricing gains. If pricing does not improve as we expect, our earnings estimates would not likely be achieved. 
HUBG: Our estimates are premised on a recovery in pricing in 2011. If pricing does not improve as we expect, our earnings 
estimates would likely not be achieved. HUBG's truck brokerage margins tend to be adversely affected during periods of tightening 
capacity, which the industry appears to be now facing. HUBG's recent brokerage acquisition entails various integration risks. 
JBHT: Our estimates are premised on a pricing recovery in 2011. If pricing does not improve as expected, our estimates and 
valuation range would not likely be achieved. Our estimates are also reliant on operational progress and intermodal margins 
stabilizing, which may not occur. 
KNX: Our estimates are premised on continued price recovery in 2012. If pricing recovery does not continue, our earnings 
estimates would not likely be achieved. KNX has been making strategic investments in related business which may or may not 
achieve desired results. 
LSTR: LSTR's relatively high exposure to the industrial sector can present a risk or an opportunity depending upon the rate of 
recovery. LSTR must continue to recruit and retain high-production agents in order to achieve our revenue and earnings growth 
forecasts. 
ODFL: Our estimates are premised on continued pricing gains in 2012. If pricing does not improve as we expect, our earnings 
estimates would not likely be achieved, placing downward pressure on the shares. ODFL faces encroachment in its core market by a 
variety of competitors who often use price as a means to capture market share. 
R: Despite the contractual nature of the business, Ryder is still subject to cyclical swings in customer volumes. As such, Ryder 
would not likely achieve our estimates if customer volumes turn down. Ryder must renew 16-20% of its lease fleet annually, which is 
subject to cyclical market conditions. 
SWFT: Our estimates are dependent on improved pricing in 2011 and 2012. If industry capacity constraints ease of if shipment 
demand were to contract our estimates would not likely be achieved. SWFT maintains above-peer financial leverage, which may 
place limitations on expansion opportunities. 
WERN: Our estimates are premised on a recovery in pricing in 2011. Further, recent cost-cutting efforts appear to have reduced 
cyclical exposure. If these cost-cutting efforts turn out to be unsustainable, our estimates would not likely be achieved. 
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As of: November 4, 2011  

49% of companies covered by Wells Fargo Securities, LLC 
Equity Research are rated Outperform. 

Wells Fargo Securities, LLC has provided investment banking 
services for 40% of its Equity Research Outperform-rated 
companies. 

49% of companies covered by Wells Fargo Securities, LLC 
Equity Research are rated Market Perform. 

Wells Fargo Securities, LLC has provided investment banking 
services for 36% of its Equity Research Market Perform-rated 
companies. 

2% of companies covered by Wells Fargo Securities, LLC 
Equity Research are rated Underperform. 

Wells Fargo Securities, LLC has provided investment banking 
services for 32% of its Equity Research Underperform-rated 
companies. 

  

Important Information for Non-U.S. Recipients 
  

EEA – The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain 
categories of investors. For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited 
(“WFSIL”). WFSIL is a U.K. incorporated investment firm authorized and regulated by the Financial Services Authority. For the 
purposes of Section 21 of the UK Financial Services and Markets Act 2000 (“the Act”), the content of this report has been approved 
by WFSIL a regulated person under the Act. WFSIL does not deal with retail clients as defined in the Markets in Financial 
Instruments Directive 2007. The FSA rules made under the Financial Services and Markets Act 2000 for the protection of retail 
clients will therefore not apply, nor will the Financial Services Compensation Scheme be available. This report is not intended for, 
and should not be relied upon by, retail clients. 

Australia – Wells Fargo Securities, LLC is exempt from the requirements to hold an Australian financial services license in respect 
of the financial services it provides to wholesale clients in Australia. Wells Fargo Securities, LLC is regulated under U.S. laws which 
differ from Australian laws. Any offer or documentation provided to Australian recipients by Wells Fargo Securities, LLC in the 
course of providing the financial services will be prepared in accordance with the laws of the United States and not Australian laws. 

Hong Kong – This report is issued and distributed in Hong Kong by Wells Fargo Securities Asia Limited (“WFSAL”), a Hong Kong 
incorporated investment firm licensed and regulated by the Securities and Futures Commission to carry on types 1, 4, 6 and 9 
regulated activities (as defined in the Securities and Futures Ordinance, “the SFO”). This report is not intended for, and should not 
be relied on by, any person other than professional investors (as defined in the SFO). Any securities and related financial 
instruments described herein are not intended for sale, nor will be sold, to any person other than professional investors (as defined 
in the SFO). 

Japan – This report is distributed in Japan by Wells Fargo Securities (Japan) Co., Ltd, registered with the Kanto Local Finance 
Bureau to conduct broking and dealing of type 1 and type 2 financial instruments and agency or intermediary service for entry into 
investment advisory or discretionary investment contracts.  This report is intended for distribution only to professional investors 
(Tokutei Toushika) and is not intended for, and should not be relied upon by, ordinary customers (Ippan Toushika).   

The ratings stated on the document are not provided by rating agencies registered with the Financial Services Agency of Japan 
(JFSA) but by group companies of JFSA-registered rating agencies.   These group companies may include Moody’s Investors Services 
Inc, Standard & Poor’s Rating Services and/or Fitch Ratings.  Any decisions to invest in securities or transactions should be made 
after reviewing policies and methodologies used for assigning credit ratings and assumptions, significance and limitations of the 
credit ratings stated on the respective rating agencies’ websites. 

About Wells Fargo Securities, LLC 
Wells Fargo Securities, LLC is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of 
the New York Stock Exchange, the Financial Industry Regulatory Authority and the Securities Investor Protection Corp. 

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments 
named or described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that 
provided this report to them, if they desire further information. The information in this report has been obtained or derived from 
sources believed by Wells Fargo Securities, LLC, to be reliable, but Wells Fargo Securities, LLC, does not represent that this 
information is accurate or complete. Any opinions or estimates contained in this report represent the judgment of 
Wells Fargo Securities, LLC, at this time, and are subject to change without notice. For the purposes of the U.K. Financial Services 
Authority's rules, this report constitutes impartial investment research. Each of Wells Fargo Securities, LLC, and 
Wells Fargo Securities International Limited is a separate legal entity and distinct from affiliated banks. Copyright © 2011 
Wells Fargo Securities, LLC. 

 
 
 

 

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE 
 



WELLS FARGO SECURITIES, LLC 
Transportation EQUITY RESEARCH DEPARTMENT 
 

 

16 

 

 



 

 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


