Global Express, Airfreight & ACMI Outlook

Conference Call Featuring Brian Clancy
April 8, 2014

STIFEL

Global Transportation & Logistics Equity Research

David Ross, CFA dross@stifel.com (443) 224-1316
J. Bruce Chan chanb@stifel.com (443) 224-1386

On March 28, 2014, we had the pleasure of hosting a conference call featuring Brian Clancy, a long-time observer
of the airfreight and aviation industry, to discuss how the air cargo landscape has changed over the years and what
likely lies ahead for forwarders and carriers. Mr. Clancy is co-founder and Managing Director of Logistics Capital &
Strategy, LLC (LogCapStrat) with 25 years of experience in the airfreight sector, including more than two decades of
providing financial and strategic consulting services to all types of transportation and logistics companies worldwide.
The following is a recap of our key takeaways and an edited transcription that call. Stifel expresses no opinion on,
and is not responsible for, the views expressed in this transcript by participants who are not employees of Stifel.

e In the 1980s and 1990s, a confluence of factors propelled air cargo growth to levels since unseen and
not expected to return. Air cargo deregulation (1977), an under-developed container shipping market, and
relatively high interest rates drove growth through the 1980s, while the high-tech boom, elongating supply
chains (i.e., outsourcing to Asia), and relatively cheap jet fuel prices drove growth in the 1990s. Additionally in
the '90s, volumes were relatively stable, with imports and exports remaining in balance.

e In the 2000s, the market began to see greater volatility of demand, partially due to increased industry
cyclicality and episodic product launches. In addition, a divergence in import and export volumes stymied
growth, while declining average length of haul, increasing shipment density, and optimization of product design
and supply chains reduced capacity demands. Finally, a low interest rate environment cut carrying costs and
helped to facilitate modal substitution.

o Airfreight forwarders control ~95% of global airfreight, and the top-20 (out of thousands) handle ~68%
of global tonnage. Share held by the top-20 has increased over that last 10 years, according to LogCapStrat,
as they have a greater ability to create networks around the demand patterns of shippers.

e Historically, the high-tech industry has been a big consumer of airfreight—approximately 50% of reve-
nue over the last 20 years (particularly head-haul out of Asia into the EU and U.S.). But today, maturation
of that industry, miniaturization of componentry, the slowing pace of Moore's Law (which is a big driver of prod-
uct obsolescence and thus the need for rapid transit), and the growing prevalence of cloud computing have
reduced airfreight demand.

e Consumer demand and corporate IT in North America and Europe are still the primary drivers of inter-
national air freight. Interestingly, a significant amount of the sizable intra-Asia market is also driven by this EU/
U.S. demand. While there has been significant growth around emerging markets (particularly in perishables),
typical North-South trades (e.g. Africa-Europe) are still small on a relative tonnage basis.

e Volatility in airfreight is expected to continue, which is good news for forwarders, as it means that
emergency demand (inventory fulfillment) should still be there.

e LogCapsStrat international air express market share estimates show DHL essentially owns the emerging
markets of Africa and the Middle East while also having a strong footprint in intra-Asia. FedEx still is the
leader in global express volume with #1 export market share in the U.S., Asia, and Latin America.

Stifel does and seeks to do business with companies covered in its research reports. As a result, investors
should be aware that the firm may have a conflict of interest that could affect the objectivity of this report.
Investors should consider this report as only a single factor in making their investment decision.

All relevant disclosures and certifications appear on pages 34-35 of this report.




Global Express, Airfreight & ACMI Outlook
April 8, 2014 -2- Stifel Global Transportation Research

The aircraft outsourcing business, otherwise known as ACMI (aircraft, crew, maintenance, and insur-
ance), has come under intense pressure lately due to decreased military usage in addition to an in-
crease in belly space available from growing passenger airlines. ACMI is basically a dedicated operation
(think dedicated vs. one-way truckload in the U.S.), so when there is plenty of capacity available, demand de-
clines.

Near-term outlook: As for current international airfreight demand trends, Mr. Clancy said we are, "building a
base in the U.S., and there are glimmers of hope in the EU market.” This is because Europe still has a sizable
export base out of Germany that ships everywhere around the world that has a different demand-generating
ability, not necessarily linked to the European consumer. And the corporate IT upgrade cycle in U.S. has been
postponed long enough. March has turned out to be a relatively good month for most.

Investment implications: If Mr. Clancy is correct in that a bottom is forming in the international airfreight are-
na, we could see an opportunity for outperformance over the next couple of years from someone like Expedi-
tors (EXPD; $39.42; Hold) after years of underperformance. Although, we believe increased competition, slow
demand growth, and its leadership transition are likely to weigh on the stock near-term. Our lone Buy recom-
mendation in the airfreight/express space presently is turnaround story UTi Worldwide (UTIW; $10.87; Buy), but
that is mainly under the assumption the new IT rollout is successful within the next six months and the company
is then likely to be sold in the next 12-24 months. On the integrator side, FedEx (FDX; $132.98; Hold) and DHL
(DPW-XE; €27.37; Hold) appear best positioned for an upswing in the global air cargo and/or express markets,
but we believe the shares of each are fairly valued at present and would prefer to wait for a better entry point,
all else being equal.

*Prices are as of 4/7/2014 market close
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Dave Ross

Welcome everybody to the next in our series of conference calls. | am very excited about our speaker today, Brian
Clancy. He is a good friend who | have known for a number of years. He is also, in our view, the go-to guy on the
airfreight and air cargo industries. Brian will be sharing his thoughts with us on the air cargo market and some of
the structural transitions going on there. We feel that his insights are valuable ones, given his 25 years of experi-
ence in strategy consulting and financial advisory, specifically within the transport and logistics arena.

To give you some background, Brian started his career in 1989 as an analysts at Airline Economics in DC. In 1993,
he co-founded Merge Global, which had a strong track record spanning 20 years. That company has since been
rebranded to Logistics Capital & Strategy, where Brian currently serves as a Partner and Managing Director. The
firm is based in Arlington, Virginia and has another office in Chicago. They have a variety of clients all across the
transportation and logistics arena and work extensively on growth strategies, strategic procurement, financial advi-
sory, and even turnaround operations. Brian is going to share his thoughts with us today, which | think will be very
illuminating, and then we will open up the floor for questions.

Brian Clancy

Thanks Dave, I'm happy to be here. As for the structure of my presentation, | want to begin by giving you a histori-
cal perspective. | think history is always valuable for understanding where we are today, and more importantly, it is
helpful for understanding what could happen tomorrow. | would like to spend some time framing the last 20 years of
growth and putting it in historical context. Then | will talk about the air freight market—mainly shipments above 100
kilos—has traditionally included the freight forwarders.

Next, | will share some views on the air express market. | will also talk about the supply curve, and specifically, the
ACMI industry and the charter market. There has been a lot of the turmoil in that industry segment recently. Finally,
I will try to synthesize everything and give you some perspective on what all of this means for the different competi-
tive segments in terms of issues they will face over the next 5 years.

As you can see in Exhibit 1, the econom-
ic characteristics of freight transportation
are generally unique relative to a manu-
facturing company or industrial distribu-
tion company. On top of that, air cargo
has a few characteristics that are unique
even to freight transportation. For exam-
ple, time and space are very important
dimensions of supply and demand. We
have the classic problem of one-way de-
mand and two-way supply. The whole

Exhibit 1: Economic characteristics of air cargo (freight trans-
portation) are unique relative to other industries

= UNIQUE CHARACTERISTICS OF AIR CARGO INDUSTRY
* Time and space are key dimensions of supply and demand
* One-way demand
= Perishability of capacity
» Network complexities
* Demand and price are O&D-based

* Supply and cost are leg-based

issue of managing directional imbalances
is a big one in air cargo. The perishability
of capacity is another—once the flight
departs, that's it. Perishability has huge
implications on revenue management
strategy and pricing, especially with eve-
rything coming together at the last mi-
nute. One of the fundamental character-

= Allocation of revenue and cost is the root cause of evil in pricing and
profitability

= 50% of industry supply curve is a by-product of another industry
* Scale economies
» Network scope

= Density

Source: Logistics Capital & Strategy
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istics of the business that freight forwarders have historically have been experts at exploiting is the idea that planes
depart at certain times—the risk of the unused pallet positions for the carriers allow forwarders to shop around for
last minute prices.

Then there are the network complexities. In this business, you have a kind of asymmetry where demand and price
are origin-based and destination-based, because that is what shippers want. They want to move something from
point A to point B. Yet your production system—the supply system—is on a leg-by-leg basis. And so you have this
strange mismatch between demand and supply because you cannot really isolate unique origin and destination
(O&D) supply. Often times, it becomes problematic when airlines are trying to figure out what part of their network
is profitable from a cargo prospective and what parts are not. The good news historically has been that the asym-
metry creates vast differences or variations in prices and what people perceive their cost to be. And that is another
historical source of exploitation for forwarders to get good prices from airlines.

Here is another factor that is very unique to air cargo, and you really do not see this in other industries: half of the
industry’s supply curve—in terms of capacity—is a by-product of another industry. That is, belly capacity is a by-
product of the passenger air travel industry, and as a percent of total capacity offered in our continental markets,
belly capacity is going to go up. So, this whole cost subsidy effect that you have seen in the industry has always
been there, but it is increasing. To the degree that it is a substitute product, an increasing supply of subsidized al-
ternative belly capacity can make operating freighter aircraft very challenging. | will refer back to this phenomenon
later in the presentation. Other things have to be considered when thinking about the network—everything from
network scope, all the origins and destinations, the various service types offered, and then the production system
that is used to create network scope. The concept of network density is very important, and | will talk about it more
later on in the presentation.

Going to Exhibit 2, we show what behind
the rapid growth in the 80s and 90s. Itis

the old classic 6.5%—the 20 year growth
rate for air and cargo, if you go back to ~ KEY TRENDS ENABLING AIR CARGO GROWTH

the very first version of the Boeing air
cargo forecast that David Pierce put to- 1980s “

Exhibit 2: A confluence of several trends enabled strong air
cargo growth in the 1980s and 1990s

gether in 1990, was 6.5%. Now, itis stll " Ajr cargo deregulation = Technology industry

the same number. | think | was lucky (1977) growth

enough when | started my career in 1989.

I showed up to a party that was just in the . Under-develt.:)pr-j*d * Pivot to ASI?

first or second inning and as | think about container shipping manufacturing

the historical trends that were in play network - Relatively cheap jet fuel
back in the 198.05’.' th'hk we all have to = Relatively high interest prices — converted
thank Fred Smith in being very aggres- rates freighters

sive in 1977 and getting air cargo deregu-
lation passed. That actually happened a
year before air passenger deregulation,

and really allowed FedEx to go from the — Source: Logistics Capital & Strategy

Falcons of the time to its first large aircraft, which | think were the 727s. But that move also created an avalanche of
growth within the integrated carrier industry. And then we saw progressive air cargo deregulation among interna-
tional route authorities in the late 1980s and throughout the 1990s. There was a huge opening-up of markets and
capacity was flooded into the system creating all kinds of new options for people.

Also in the 1980s, you had a relatively under-developed container shipping network, so there was a huge variation
in transit time. Prices were still relatively high in container shipping, particularly in-and-out-of the United States,
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because of the regulative regime and the tariff setting mechanism. Interest rates were relatively high, so people
paid a lot more attention to inventory costs, or the capital cost of having inventory, back then then they do now.
The interest rate environment and the opportunity cost of capital has changed considerably. So, you had a good set
up. Regulations were falling away, that modal substitution risk really wasn't there as much as it is today, and there
was a sense of urgency, because you had to really make sure that you were efficiently deploying your capital.

And then in the 1990s, on top of the 1980s growth trends being in play, the technology industry went through a mas-
sive explosion, as we all know. And of course in the late ‘90s, we had the dot-com revolution and we had all the
telecommunications infra-structure that had to get built and deployed. The PC revolution was well underway, and
servers were being shipped in droves. Now, back then the computing power, if you were to look at the ratio of com-
puting power to the volumetric foot print of the device that was required to achieve the computing power, it was very
low. That meant you had a lot of volumetric cargo. All this stuff was perfect freighter cargo because the technology
was sort of clunky. The form factor for all the servers and computers was big—even the laptops back then were
bulky. Volume was large, and the underlying density of the products was low.

In the 90s, you also had huge demand growth. There were a lot of secular trends in play driving that growth, and
the cargo being hauled was pretty volumetric, so it consumed a lot of air craft space. And then on top of all that,
there was a pivot to Asian manufacturing. While the Korean, Taiwanese, and Japanese high tech and electronics
industries were doing a lot in the 1980s, they really gained steam in the 1990s. Then, you had demand and length
of haul changing at the same time, with generally high ratios of volumetric cargo. These three things—unit demand
rising, length of haul increasing, and volumetric capacity rising and density falling—combined to produce huge de-
mand for freighter aircraft. And then of course, we had a nice, cheap jet fuel in the 1990s, which is where oil
reached its lowest point—I think it was 1999. | remember the front page of the Economist saying that oil was $11 or
$12 per barrel. You could go out and get a used 747-200, convert the aircraft, and then fly it and not really be too
concerned that you are guzzling 38,000 gallons per block relative to some of the more efficient air craft. We all
thought at the time that it would remain that way. Of course, things have changed, but there were a lot of very good
factors that gave us a great tailwind for growth in that era.

If you look at Exhibit 3, the high tech industry has been and will continue to be a very important part of the global air
cargo market. Back in the 1990s, as much as 50% of international air freight revenue—in particular, your head haul
market coming out of Asia on the trans-Pac as well as into Europe—came from the high tech industry. So, if the

high tech industry goes through a lot of
change—structural change—the effects
will clearly ripple into the airfreight indus-
try. Historically, the high tech shippers
were the biggest segment of planned-
user of airfreight. When you think about
why you use air freight, given that it is so
expensive relative to surface transporta-

Exhibit 3: Historically, the high tech industry has been a major
consumer of air freight—50% of revenue in the last 20 years

—HIGH TECH SPECIFIC AIR CARGO DEMAND DRIVERS: 1990s =

= High availability and low cost of transportation relative to
inventory carrying costs

» High tech products had high inventory carrying costs

tion, it is typically going to be for strategic
reasons. Obviously, the high tech sector
historically used airfreight to manage in-
ventory obsolescence risk, or to allay
some kind of emergency. For example, if
you were not able to forecast the need for
a spare part at a certain location, the
speed of airfreight would be an important
factor in recovering a valuable economic
process.

— Component devaluation costs fall 40% over nine months
driven by Moore's law

— Price protection costs — risk of selling inventory into the
channel at a higher price level and then discounting which
creates rebate exposure

— Product obsolescence costs — end market price
depreciation at 1% per week

Source: Logistics Capital & Strategy
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Back in the 1990s you had relatively cheap transportation, as I've mentioned, but the inventory carrying cost of high
tech products was high. You had unbelievably volatile changes in component values, which could fall as much as
40% in 9 months. Having inventory sit around was not an option; interest rates were still relatively high compared to
where they are today. The way that the high tech manufacturers would sell product into the channel was to have
price protection guarantees, and they did not want to have a bunch of inventory coming back at them. So you al-
ways had this strategic push at the end of the quarter to make sure that they could manage that type of risk. And
then there was the classic product obsolescence risk. The final selling prices were declining at a rate of 1% per
week. Together, you can see how all of these factors would have a huge influence on the decision to use airfreight.
The complication is that now, a lot of these factors have changed, unfortunately. The urgency has gone away in a
lot of different segments because high tech is such a huge part of the total demand curve for airfreight. It clearly
has a ripple effect and will have long term impact.

Just for some historical reference, look at the old golden decade as shown in Exhibit 4. There we had great growth
1990-2000. What is shown here is the U.S. international air cargo market, which | think is a good proxy. One of the
good things about the U.S. market is the data that is in the public domain is a lot more granular. You can extrapo-

late a lot of the patterns, whether it be in - Exhibit 4: The international air cargo industry grew significantly
the trans-Atlantic or the trans-Pacific, to  in the 1990s

what might happen in Asia and Europe.

US INTERNATIONAL AIR CARGO MARKET: 1990-2007
And so we have a tendency to study the Thousands of tonnes
U.S. market perspective. But you can
see what happened, post dot-com crash 451 Golden Decade
i i 8.2% CAGR 26% CAGR Imports
in 2000—we had a very volatile decade. 40
Not only did you have a collapse in ex-
ports, but you also had a downturn in '01.
We had a nice period of growth in the 301
‘04, '05, and '06 timeframe, with 2007 25
being the peak.

Volatile Decade

35
Exports

20
And then if you look at Exhibit 5, not 181
only did you have nice growth in the 10
19905, you had more volatile gl’OWth in 90 91 92 93 94 95 96 97 98 99:00 01 02 03 04 05 06 OF

2000 to 2010. The biggest issue is the  Source: Logistics Capital & Strategy FreightFlow Database

volatility in absolute terms got really big.
Obviously, as the markets grew and vola-
tility was compounded, you wind up with
these massive changes in tonnage. That
sort of situation wreaks havoc if you are
in the business of trying to keep freight-
ers busy. We saw a lot of that when vol-
umes fell off in 2009 and then came
rushing back in 2010. But then we hit
this weird pattern of sideways growth that
has characterized 2011, 2012, and 2013.
| think we are finally getting a base built
up in the U.S. market, and | can see
some glimmers of hope in the European
market. Were we can start to see a new 91 92 93 94 95 9 97 98 92 [ 00 01 02 03 04 05 06 07
formation of a foundation for growth.

Exhibit 5: In the 2000s, the international air cargo market wit-
nessed significant volatility relative to the 1990s

US INTERNATIONAL AIR CARGO MARKET: 1990-2007

Thousands of incremental tonnes

Golden Decade Volatile Decade

Legend: 1
Il import growih [l Export growth

Source: Logistics Capital & Strategy FreightFlow Database
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Exhibit 6: Air penetration rates for most of the top 25 import segments peaked in the 1990s

U.S. AIR IMPORT MARKET BY PRODUCT SEGMENT

Rank Product Segment Air Cumulative Air Peak Year Peak
Weight Share % Weight Air Penetration

Penetration Penetration Rate%
Rate %

1 Cotton Apparel 231,035

2 |Industrial Machines 227,926 11.4%) 11.8%| 1997] 13.6%|
3 |Computer Accessories 217,003 16.8% 14.6%)| 1997 18.6%
4 |Cut Flowers 181,938 21.3% 69.1% 1991 77.7%
5  |Fresh Fish 178.041 25.8% 1.7% 2001 12.5%)|
6 |Computers 177,182 302% 46 9% 1998] 57 6%
7 |[Electric Apparatus 173,564 34.5% 12.8%)| 1997] 20.1%
8  |Other Automotive Parts 163.581 38.6% 3.5%)| 1999 6.1%
9 [Telecom Equipment 156,173 42 4% 31.8% 2007 44 1%)
10 |Other Apparel & Textiles 153,279 46.3%| 5.8%| 1991 20.2%
11 |Cell Phones & PDAs 152,612 50.1% 4.4%) 2010 4 4%)
12 |Vegetables 120,265 53.0% 55%| 1998] 10 0%
13 |Industrial Supplies 102,880 55.6% 2.8%| 1990] 4.9%
14 |Medicinal Equipment 96,220 58.0% 12.2%| 1990] 28 6%
15 |Pharmaceuticals 83,926 60.1% 25.3%| 2003 29.2%|
16 |Industrial Engines 76,797 62.0% 7.9%| 2004 11.0%)|
17 |Re-Imports 69.003 63.7% 13.6%)| 1999 14.9%|
18 [Toys, Games, and Sporting Goods 66,124 65 4% 1.6%| 1997 3 7%
19 |Footwear 62,243 66.9% 4.2%) 1990] 10.1%)
20 |Measuring, Testing, Control Instruments 58,876 68.4% 26.8%| 2000 34.1%
21 |Generators,_ Accessories 56,302 69 8% 5 2% 1997 9 9%
22  |Semiconductors 52,472 71.1% 30.8% 1997] 91.2%
23 |Fresh Fruits 44 529 72.2% 0.4%| 1996 0.5%
24 [TVs & VCRs 44 051 73 3% 71%| 2000 9 5%)
25 |Engines and Engine Parts 43,178 74 4% 4 5%) 1997] 5 8%

Source: Logistics Capital & Strategy FreightFlow Database

Looking at Exhibit 6, we see the total U.S. air import market. I've cut it from two different perspectives. The first
perspective looks at the peak air penetration rate for these different commodity sectors—in other words, what year
more stuff might have flown by air relative to moving by sea freight. Moving down the list here, at the top in terms of
absolute tonnage is apparel products. It makes sense, if you think about what was going on in 1990. Companies
like The Limited, and Mast Logistics, their sourcing subsidiary, were big users of airfreight out of Hong Kong. They
had a strategic air lift program using Flying Tigers. At the time, they were doing a really good job managing demand
forecast by using airfreight.

But things have changed since then. Within the last 15 years, you had fiber agreement changing, the whole quota
system broke down, and trade regulation really started to shift the whole apparel supply chain. With other verticals
as well—you could see computer accessories, the housings for desktop computers and peripherals—all that peaked
in 1997 and has been declining ever since. Cut flowers back in the early 1990s, when you looked at the Columbian
and Ecuadorian flower markets and the relatively cheap capacity, was a huge part of the Miami market. It will still
be an important part of the Miami market, but the story changed a long time ago. Fresh fish, looking at this data,
peaked in 2001. Computers, meaning the final, assembled server, laptop, or desktop peaked in 1998. You can go
down the list and get a general idea of what happened here. But these trends in air cargo, in terms of its share of a
whole range of different products, have been going on for a long time. None of this is new; it is not something that
has happened in the last two years. The whole dynamic has been in play for 20 years, but is now just finally catch-
ing up with us.
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Exhibit 7: Similarly, several of the top 25 import segments reached peak volumes well before the 2008

US AIR IMPORT MARKET BY PRODUCT SEGMENT

Rank Product Segment Current Cumulative Peak Peak % of Peak

Air Share % Year Year Year
Weight Volume Volume

1 |Cotton Apparel 231,035 326,833
2 [Industrial Machines 227,926 11.4% 2010 227,926 100%
3 Computer Accessories 217,003 16.8% 1999 293,888 74%|
4  [Cut Flowers 181,938 21.3% 1997, 194,128 94%
5  [Fresh Fish 178,041 25.8% 2003 227,703 78%
6  |Computers 177,182 30.2%) 20100 177,182 100%]
7 [Flectric Apparatus 173,564 345% 2010 173,564 100%]
8  |Other Automotive Parts 163,581 38.6% 2010 163,581 100%]
9  [Telecom Equipment 156,173 42.4% 2007 302,993 52%
10 |Other Apparel & Textiles 153,279 46.3% 2004 201,439 ?6%]
11 |Cell Phones & PDAs 152,612 50.1% 2010 152,612 100%
12 Vegetables 120,265) 53.0%| 2003 122,384 98%
13 |Industrial Supplies 102,880, 55.6%| 2007, 112,193 92%|
14 |Medicinal Equipment 96,220, 58.0% 2007, 104,326| 929
15 _|Pharmaceuticals 83,926 60.1%| 2010 83,926 100%
16 [Industrial Engines 76,797| 62.0% 2004 77,765) 29%|
17 |Re-Imports 69,003] 63.7%| 2007 72,909 95%]
18 [Toys, Games, and Sporting Goods 66,124 65.4% 1999 95,389 699
19 |Footwear 62,243 66.9%| 2000 85,120 73%
20 |Measuring, Testing, Control Instruments 58,876| 68.4%)| 2010 58,876 100%]
21 _|Generators, Accessories 56,302 69.8%)| 2010 56,302 100%
22 |Semiconductors 52,472 71.1%| 2000 71,521 73%
23 [Fresh Fruits 44 529 722%| 2005 44,529 100%
24 [TVs & VCRs 44 051 73.3%| 2005 72,236 61%
25 [Engines and Engine Parts 43,178 744% 2004 45547 9594

Source: Logistics Capital & Strategy FreightFlow Database

If you look to Exhibit 7, you can see that there has been a similar pattern from a peak volume perspective as op-
posed to air penetration rate. Here, you are looking at the peak year volume relative to current airfreight weight,
and again, you should begin to see very similar patterns. Now that we looked at the history of the growth over the
past several decades, and the reasons why that growth may have occurred, what is going to happen going forward?
From here, I'm going to transition my comments into the airfreight portion of this discussion.

If you go to Exhibit 8, we begin to look at the four trends that I think really matter. Obviously, there are tons of
trends, and | had to pick four that | thought made sense and that reinforce each other. 1 think the first one is the
concept of slow-growth and episodic demand. We are seeing that now. One of the things of which it is important to
remind ourselves is that the North American and European economies, no matter how you cut them, are so big in
terms of economic activity, population base, and their ability to spend, that they have a huge influence on the sup-
ply/demand equilibrium in the global air cargo market, as well as the long term profit pool that will be available.

A lot of the demographic factors that we see here in the U.S. as well as in Europe, and the underlying issue of wage
growth is very important to keep an eye on, because unless you get a rebound in demand in North America and
Europe, you are not going to see any real movement. And that is because of the scale of these markets in terms of
the sheer volume and profit dollars available. The emerging markets simply cannot make up the difference. More
importantly, a lot of these emerging markets are still dependent on end-user demand in the develop markets. If you
start to decompose the supply chain and understand why different factories are located where they are, there still is
a connectivity factor that you cannot avoid.
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Exhibit 8: The air cargo industry will continue to face challenges from macro economic trends and re-
sulting network adjustments

FACTORS IMPACTING AIR CARGO DEMAND: 2014-2018

" _* Volatility in consumer demand
Amplified industry cyclicality
Volatility in manufacturing

Slow Growing Episodic
Demand

-

Reduction in supply chain length (ex. Asia to Mexico manufacturing
Seek to lower freight costs

Reduced pipeline inventory

Increased customer service levels

Declining Length of Haul

+ s s

» Product design optimization to maximize shipping density,

handling efficiency and shock protection

Reduce demand for volumetric transportation capacity

Lowered freight costs

+ Reduce storage footprint requires less distribution center capacity
and retail shelf space

Rising Shipment Density

.

+ Low interest rates reduce opportunity cost of capital of pipeline

Shift to Hybrid Inventory ||\ inventory and safety stock
Strategies / + Reduced shipping frequency and increased average shipment size
'« Shipment consolidation and extensive use of modal substitution
Priority express = deferred express; Air freight = sea freight;
Truckload - intermodal; LTL = multi-stop truckload

Source: Logistics Capital & Strategy, Penn State Supply Chain Trends Assessment

Our view is you will continue to have relatively slow growing demand. There will be episodic spikes here and there,
but interestingly, one of the other dynamics that we have seen undergo significant change is with peak season.
What's going on with that? Whether it be ocean freight peak season or even worse, airfreight peak season, the
whole situation has changed considerably, affecting how shippers purchase capacity from freight forwarders now,
and affecting the way forwarders think about purchasing capacity from airlines. What kind of hedging mechanism
do they put in place now?

There have been a lot of interesting changes with peak season in terms of how consumers buy things and when
they buy things. Whatever those changes have been, | think what they are going to do is create more volatility.
And you would think that continued volatility should be good news. | would think it is good news, as volatility tends
to equal unpredictability more often than not, and unpredictability is generally a good thing for airfreight. The reality,
| think, has been that it is somewhat bifurcated in that air freight, historically, has been plan-use. Plan-use is some-
thing that has the ability to switch modes because in that regard, you have forward visibility on your requirements,
and therefore, you have time to plan. On the flip side, it is the emergency demand that | think will benefit from vola-
tilely. That emergency demand should be a benefit to the express carriers, who are well positioned to take ad-
vantage of it.

Furthermore, we have the concept of declining length of haul. There has been the whole shift out of Asia or China
into Mexico, and then the shift out of China into Poland, the Czech Republic, and Turkey—into what would be Eu-
rope’s version of the maquiladora. That shift has probably been more applicable to lower value products that are
bulky and large—stuff that is better suited for surface transportation. But there is some evidence that some
airfreight products also are experiencing a change in terms of where there assembled, and therefore, where the
actual origin point for the final destination market might be, whether it is the United States or the EU.
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So, on a weighted-average basis, | think it is true that there is a reduction in supply chain length. But the problem is
that you really have to get into each specific supply chain to evaluate what the relative change will be. 1 think in the
high tech industry, if you go upstream and look at where all the DRAM is made, you look at the different semi-
conductor manufacturing plants and their footprints, you look at the integrated circuit guys, and then you look at the
disk drive guys, a lot of that plant capacity is still in Asia. It is still in the triangle between Japan, Korea, and Taiwan.
When they make their stuff and add more value to the components, they ultimately get put into China for assembly.
| don't think you are going to see a lot of that manufacturing network find its way into Mexico or other places. But
what you will find is that stuff that might be made in Asia and flown into the United States might increasingly stop in
Guatemala in component form to get snapped together at the last minute. It will mainly be an ocean freight move-
ment into Guatemala, where the products will see final assembly and then go into North America via expedited truck
or airfreight if necessary. In this case, you have optimized the long haul portion of the move by using a cheaper
mode but you are still responsive to your customer base in North America. People are reevaluating their networks
because they want to lower their freight costs, but at the same time, reducing the length of the supply chain can
lead to a direct reduction in the size of the pipeline inventory. Of course, they still have to make sure that they are
responsive to the customer, especially in a softer-demand environment, where people are fighting for business, and
having inventory positioned as close as (economically) possible to the customer is one way to achieve that goal.

Moving on to the third trend listed in Exhibit 8, we are also see a rise shipment density. In the high tech industry,
cargo used to be very volumetric back in the 1990s. Unfortunately, the industry has gotten very efficient with their
design—unfortunate from an air cargo prospective, that is. The form factors are now so low profile that there is a
densification of the product and shipment—it might be a cell phone, laptop, or tablet. The ability of tech shippers to
squeeze so much functionality into a finite space is really causing cargo density to go up pretty high. So, the physi-
cal density—meaning how many kilos per cubic meter—is really going up. We are talking about 210 or 225 kilos
per cubic meter. Back in 1995, a pallet of product might have had density of only 150 kilos per cubic meter. So, we
are talking about huge swings in density, which then starts to change the amount of demand available for carriers.
Remember the demand metric is essentially equal to distance multiplied by units multiplied by density.

Historically, 80% of what you were moving at the time was volumetrically constrained. But now, and In the high tech
industry specifically, there has been a focus on engineering of the product, change of form factor, and consolidation
of functionality. You used to have to buy four different devices. Your modem was a separate piece of equipment,
your monitor was another piece of equipment, etc. Now we have laptops that have everything all jammed into them
and that are super-low-profile. That whole consolidation of functionality effect then, is reducing the amount of high
tech volumetric cargo demand that is available for the industry. The rest of the verticals are seeing similar trends—
apparel especially, as those shippers have become really smart about how to do flat packs out of Asia, for example.
They are able to jam as much into an aircraft pallet as possible in order to optimize density. Hong Kong has to be
the best in the world in terms of pallet building. And | think the guys from Shanghai might argue with that, but it is
amazing how they are able to optimize every last cubic centimeter.

What's also happening—and this is true of the trucking industry, although maybe its origin was in the CPG indus-
try—is that everyone is looking at the packaging of the product and thinking about how to take stuff out. It is mainly
to save money, since no one really wants to carry around a bunch of air and empty packaging space. No body
wants to ship a bunch of extra packaging material, because it is expensive to do so. It would be nice to note have
so much waste. So what you have in addition to the products changing themselves, is packaging that is becoming
smaller and more efficient. Combine the two, and again you have less volumetric demand available, which general-
ly is not a good thing if you are a freighter operator. What this trend does though, if you are in the business of belly
capacity, is really interesting. It starts to change how airlines are going to play and which airlines are going to be
more important going forward, because they have the staying power of the cross subsidy benefit of having passen-
gers pay for the flight. Combine that with these new aircraft—the 777-300—that is 22 metric tons per departure.
That capacity is almost like a mini freighter. If | have rising shipment density where | can effectively get more end
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demand on the aircraft, because the freight is starting to morph its way into becoming more belly friendly, it does
start to change the revenue equation for a lot of belly carriers.

The final trend in Exhibit 8 that you need to keep an eye on is this idea that people are changing their inventory
strategies. As | talked about, in the 1990s, we had relatively high interest rates. In contrast, with interest rates
where they are now, there really is not a huge opportunity cost to capital. That dynamic obviously impacts your
pipeline inventory and also your safety stock especially. Back in the 90s, because oil was cheap, everyone was
doing a just-in-time (JIT) strategy. Everyone was doing high frequency shuttles, but on a global scale—it was not
just regional, it was global. | think that is obviously changing now, in order to manage the high cost of jet fuel, as
well as the high differential cost of air freight versus container shipping. What your finding is that people are in-
creasing—to the extent that they can—their average shipping size. In a lot of cases, they are also engaging in mod-
al substitution. There is priority express, which is increasingly going deferred. That is where you might not need
something to arrive in a day or two days, but maybe 5-7 days is fine. Obviously, you would want the associated
price decline to go with that change in service level. Also, you are seeing more airfreight go to sea freight. Finally,
and this is especially evident in the North American market, you are seeing parts of the truckload market go to inter-
modal, LTL (less-than-truckload) and multi-stop truckload. The point is that shippers are constantly evaluating their
inventory strategies, and it is having a ripple effect on the modal substitution that you are seeing in the all of these
various industry segments.

Moving to Exhibit 9, we get an overview of the market in terms of how we viewed the global air cargo market in
2013. 1 think the important point to make on this slide concerns the economic magnet effect—the circles in Europe
and the one in North America—those are huge chunks of GDP. And in the U.S. market, 69% is driven by consum-
er spending. In Europe consumers are less of a driver, mainly because of the strong exports from the German
economy. And of course with Asia’s manufacturing base, there is roughly a 50/50 split. But again, the important

Exhibit 9: Corporate IT and consumer demand in North America, Europe, and Asia is the primary cata-
lyst of international air freight
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takeaway from this slide is that the consumption in North America and the consumption in Europe make the import
market from Asia to those two destinations very important.

You can see the box on the lower left hand side of Exhibit 9, which shows the percent of global intercontinental
freight-ton-kilometers. Transpac Asia-North America makes up 16% of the total. Asia-Europe is 14% of the total.
More important is to look at the percent of revenues. Here, 28% is on the Transpac, 26% is on Asia-Europe. These
one way inbound lanes—these front haul lanes into the primary demand centers and consumption centers matter a
lot because they have a huge ripple effect on everything else. The majority of global air freight capacity is set up for
these markets because the integrators, with their gigantic networks in North America and Europe as well as the pipe
that connects everything. When we talk about these trends and we talk about where the growth is going to be.
Where can demand absorb this overhanging capacity, it's still very important to focus in on these two demand cen-
ters. There’s always talk about emerging markets, etc. but when you add it all up, it's not enough to move the nee-
dle in our view.

Exhibit 10 identifies some of the demand drivers for air cargo. We have found that one of the easiest ways to think
about the air cargo market is to segment it into these five food groups. There are products that have high value
density, with high tech as a notable example. Pharmaceuticals would also fall into that group. This segment is a
very important part of those two head haul markets that | was discussing earlier, making up 31% of the North Amer-
ican inbound, and 27% in the case of Europe. The next category consists of physically perishable products, such
as food, seafood, veggies, and cut flowers. Your north/south markets, particularly South America into North Ameri-
ca, and then Africa into Europe, are heavy duty perishable front hauls. Chilean salmon, Peruvian asparagus, and
Ecuadorian and Columbian flowers together make up a huge chunk of the northbound flow into North America.
That same pattern repeats itself if you look at what comes out of Kenya and moves into Europe, and if you look at
some other origin markets in Africa.

Exhibit 10: Air cargo markets consist of five end-user segments
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The next three categories are related. First is production process impairment, which consists basically of products
that need to be at certain a location at a specific time so as not to impair a much more expensive production pro-
cess. The classic automotive line shut down at a $100,000 dollars per hour of opportunity cost is the classic exam-
ple. Connie Kalitta built his whole business up running airfreight ambulance services for the automotive industry
and then eventually got into much bigger airplanes. These products might not actually be that valuable in and of
themselves to warrant the use of airfreight. However, not having them in the right place at the right time would cre-
ate a ripple effect by shutting down a much more expensive economic process.

Concerning service process impairment, it is a similar story. For example, there might be an airplane that is on the
ground because there are some parts that it needs—perhaps brakes—and the stocking location where the plane is
grounded does not have it. Here we have a $150 million airplane sitting around with angry passengers—you would
want to get the part as soon as possible. So, that is an example of recovering an economic process and therefore
the cost of getting the parts there are critical. The oil and gas industry is another great generator of the service pro-
cess impairment-sort of demand. As you expand your oil and gas exploration footprint into the remote corners of
the world, more often than not, air cargo is a crucial way to get in and out.

Finally, there is marketing process impairment, which has evolved over time. | referenced in example back twenty
years ago when the Limited stores were experimenting with the use of air freight for demand forecast air manage-
ment. Product launches are obviously crucial in that all this stuff has to come together at once and it has to happen
without a hitch. So a lot of companies are using really, really high profile product launches as a way of stimulating
demand. But there is a level of precision required to pull it off. That precision oftentimes is only found in using air
freight, and in certain cases, even air express to make it happen. But having said that, even when we have these
episodic product launches, they do not seem to be enough to really move the needle in terms of creating big chang-
es in airfreight pricing. | think about the banter that was going on last fall; everyone was trying to forecast the vari-
ous product launches. You had sort of a feedback loop of chatter saying that airfreight prices are going to go
through the roof on all of these key lanes. The reality, though, is that when you look at the data, the spike really did
not happen. We had maybe two weeks of a mini peak in November but it really was not very consequential.

Each of these demand segments—the trends that | just went through—they are not all equally affected. In fact, if
you go to Exhibit 11, you can see our view on the impact of each of the macro-trends that | talked about on each of
the five user segments. If | look at high value of density products, | think there is definitely an impact as a result of
only having episodic demand. | think the declining length-of-haul story, particularly in high-tech, is not as pro-
nounced for the reasons | discussed, but there is evidence that is happening. The rising shipment density shift in
hybrid inventory strategies definitely is impacting high-tech. When 1 think about all the high-tech shippers that | talk
to, they are continually looking at ways to use different modes of transportation. In particular, using sea freight to
reduce their air freight spends. It all makes sense on why they are doing this. If the technology is not changing as
fast as corporate IT spending, these companies are kicking the can down the road in terms of upgrading. They are
waiting maybe until the next year because there is not a huge productivity take-out or a huge benefit by accelerating
the corporate IT investment. You start to see why you have to manage the margin compression, because the final
selling prices for a lot of these products have been falling for a long time. The idea is that if you run everything else
out in your playbook and all you have left is reducing your supply chain costs, you are going to look hard at your
modal mix. That is exactly what these high-tech shippers are doing.

With physically perishable products, the good news is that because the goods are physically perishable, the de-
mand has to be pretty steady. Also, | think the length of haul profile should not change too much, because it is a
natural resource attraction. The fields are where the fields are. You also have the contra-seasonal weather pat-
terns. | don't see the Peruvian asparagus market moving to somewhere like Bolivia, so it will continue to be a crucial
origin point in the case of South America.
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Exhibit 11: Macro trend impact on long term air cargo use propensity varies across user segments
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Exhibit 12: Personal wage growth is still the most important variable that triggers end-user demand and
air trade growth
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In addition, | think you are seeing some rise in some shipment density. You could make the point and there is also
some experimentation going on with refrigerated technology, whether it be by Maersk or APL and others. A lot of
the thought leaders in the container shipping industry are playing around with new refrigeration technology that has
the right atmosphere that can keep the stuff cocooned and in the right conditions to enable surface transportation.
That technology will evolve over time, but | still think that perishable cargo will still be an important component of
airfreight.

Production process impairment clearly is impacted by demand. It is also impacted by length of haul. With service
process impairment, | think the big issue is the rising shipment density that we are seeing. It becomes more belly
friendly and | think that has negative implications for freighters. Marketing process impairment | think is impacted by
almost all of these different trends—obviously to differing degrees.

If you look to Exhibit 12, we see that no matter how you cut it, Personal wage growth is still the most important vari-
able that triggers end-user demand and air trade growth. | know that everyone has this mental map of GDP in their
brains, but it is really all about wages. If wages are not rising, or if they are rising here in North America but not in
Europe, that is an issue, because wage growth leads demand train. This concept rings especially true when you
look at our market, where 69% of GDP is linked to consumer spending and is thus ultimately is driven by wage
growth. Now, what is the setup here in terms of how the air cargo market is going to evolve over the next five years?
As opposed to giving you a forecast of say, 6% or 4% or whatever, | am going to lay outa different way of thinking
about it. | am going to give you the multiplier.

So, you pick your GDP forecast. There are seventy five or so odd ones of them available at any point in time and
only one will probably be right. So, You pick your GDP forecast and then you can use the multipliers in Exhibit 13
that span the different business and user segments to arrive at your component part of the market growth. Then you
can aggregate all of that to arrive at a longer term demand figure. What | have done here is to show that different
products for different reasons will grow at different rates. Developed markets, clearly, are more mature relative to
the emerging markets, which may have more growth. But the developed markets have a lot more absolute demand.

Exhibit 13: Relative growth will vary by shipper segment and destination market
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That is an important thing to remember. You can see that with modal substitution in all the variables that | just dis-
cussed, your high-tech airfreight will not grow like it used to.

Back in the 1990s we had multipliers that were between two-and-a-half and three-and-half times GDP for inbound
volumes into the North America as well as Europe. These multiples have changed considerably over the last few
years as a result of all the structural change in the various economies. | think that, as | mentioned earlier, the plan
user segment is really the one that is undergoing a lot of structural change and therefore has seen the ripple effect
in terms of the market demand curve.

The emergency users will always be there. | think you will see a continued need, as production ramps up, as invari-
ably there will be mistakes made and you have to recover from those mistakes with airfreight. And then, you have
this continued boom in global air travel with the global aircraft fleet being deployed, as well as the proliferation of
global oil and gas exploration. There will be all sorts of service parts that are needed, and that will be a great driver
of growth. So pick your GDP forecast, multiply it, depending whether you are looking at a developed market or an
emerging market, by the multiplier here and you can cook up your own air cargo forecast going forward.

Now I'm going to switch my comments to the air express industry. If you look at Exhibit 14—it looks kind of like an
ice cream chart with all flavors—this is our estimate of the global market position of the big three integrators as well
as the rest of the market. A couple very important points here: typically, when you see the dueling market share
charts from the different integrators and their investor relations conference calls, they are a little vague about what
share metric they are using. Is it share of revenue, share of shipments? How exactly should | think about that?
Well, what I’'m showing you here is our estimate in 2013 of the average daily volume in weight. So, we are looking
here at average daily tons—metric tons—and what the share is for each carrier in the depicted origin markets.

Exhibit 14: Each global integrator has a different competitive market position and network strategy in
each regional origin market
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The takeaways here are that FedEx has a great share of North American origin. That is, FedEx owns about 46% of
originated express weight coming out of North America, whether it be destined for Asia or Europe or Latin America.
That is the strength of the FedEx shipment collection system in North America. It's a huge network—it still is the
largest air network. They have their tentacles everywhere. They are very good at getting things from Boise to Pra-
gue or Boise to Bangkok. They have a very, very well-functioning network.

Having said that, UPS has a huge air presence in North America too, and they are very competitive. DHL, even after
it retooled its North American network into Cincinnati, still have enough footprint to be competitive in a lot of these
secondary and tertiary origin points. Now in Europe, you can see—and this should be no surprise—that DHL is the
largest origin share player at 31%. A close second is UPS because they made investments a long time ago, in the
mid-70s, when they built up their ground business in Germany. And since that time, they have made continuous
investments to improve their market position.

In Asia, it is sort of an interesting game. Of the Asia origin market, around 33%, by our estimation, is in the hands of
competitors other than the big three integrators. | am talking about foreign firms, as well as the various “local hero”
competitors. If you go down to Australia, Toll's express business is a big part of that market, not that the Australian
market is a massive market. Again, if you go into Japan, there are a lot of Japanese-centric businesses that have
really good share positions. In China, there are a lot of competitors that are growing both within China and also ex-
tending out from China. A lot of the foreign postal authorities still have some form of an express business that they
participate in. The forwarders are all very competitive and very entrepreneurial. Relationships matter in Asia. You
can be the largest guy without necessarily having a massive network with all the aircraft. | think that is an important
concept.

Now, from a weight perspective, a lot of people think that DHL has the largest share of Asia. But, by our calculation,
it is FedEx that has the highest originated weight share, because a large part of that is built around the amount of
demand they handle on the Transpac into North America. Historically, they have always operated the largest air
network from a capacity perspective into North America, and we think that tilts the balance a little. If you were to re-
cut this chart using a revenue share perspective, clearly you would see DHL is the leader. Part of why you are see-
ing a different pattern here is because the metric is a little different. Key points on the far right side of this chart are
that DHL and FedEx obviously have interesting market positions in Latin America.

As far as the Middle East and Africa, DHL clearly owns those. Now, they are not huge chunks of the market, but
they are clearly growing on a percentage basis. But while they are growing fast, it is still the incremental absolute
growth that is what you want to follow. DHL got into these markets a long time ago—in the 70s—and the legacy
market position they have in the Middle East and Africa is really theirs to lose. The other two big integrators are not
sitting still, and they are going to show up in DHL’s backyard soon. Ultimately, the investments they are making will
benefit all shippers because there will be more competition.

If you go to Exhibit 15, this is just a summary of our view of how we think the Global Air Express market is going to
behave between 2013 and 2018. What you are looking at is the compound annual growth rate in each of the trade
lanes and the absolute metric you are seeing is the growth. We focus on that figure because you can always get
these unbelievably high percentage growth rates, but they really do not fill airplanes very well. And so, the key take-
away here is that Asia—intra-Asia—will be a very, very important generator of incremental demand. In fact, of all the
incremental demand, you have almost a thousand metric tons per day of incremental demand that is going to be
generated in the intra-Asian market.

If you think about who has the best intra-Asian network, DHL has made huge investments with their Hong Kong joint
venture. And along with some of the other things that they have done, they probably stand to benefit the most from
our expected growth rate in terms of Air Express going forward in Asia. Another important lane that is sometimes
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Exhibit 15: Intra-Asia is likely to experience the most significant growth in the global express market
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overlooked is the Trans-Atlantic (both ways). Itis a nice “steady-eddy” market that has become more mature, but is
still a consistent generator of profits. The Trans-Atlantic lane continues to be a very important part of all three carri-
ers’ profit plan every year because of its general predictability and stability.

I am now going to transition into talking about the industry supply curve and how that is changing. | am referring
here to Exhibit 16, where we discuss ACMI relative to the other two “flavors” of capacity. If you think about the ca-
pacity that freight forwarders use to move stuff from point A to point B, you have three things you can choose from.
First, you have scheduled airport-to-airport transportation, which either comes in the form of belly capacity or freight-
er capacity. Or, you can charter a freighter aircraft from one of many people out there or in certain cases—and this
is what Panalpina does with its Dixie jet or the spirit of Panalpina—you can actually run your own proprietary airline.
Obviously, Panalpina outsources this function to Atlas Air. In fact, as an interesting aside, that was the first project |
worked on back in 1990—CargoLux was the first provider of capacity to Panalpina when they launched the Dixie Jet
in September of 1990. The idea of flying one’s own aircraft has been around for a long time, and Panalpina has
always been very leading edge in that regard. Obviously, it has meant that at times, they have taken on more risk
then they wanted to, but it is what it is.

In the good old days in the 1990s, when the founder of Atlas Air Michael Chowdry was out talking to investors, the
story was a good one—there were all these five-year contracts that were iron-clad. They had unbelievably great
rates per block hour. There were hourly minimums with each of the planes, and whether lessees used the plane or
not they still owed money. On top of all that, these were used aircraft. With these converted airplanes, you could
go to Thai Airways and buy a high gross weight 747-200 at one price, run it through a conversion, and then make it
available to customers. It was just an unbelievably attractive business model. It was not like Atlas actually invented
it—Evergreen had been doing it for years in the 1980s. In fact, the largest ACMI customer from 1982-1988 was
UPS, because during that time, UPS outsourced all of their flying. They had tons of airplanes—DC8s, 747s—there
were a lot of different companies providing ACMI capacity to UPS until they took their airline internal.
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Exhibit 16: Historically, ACMI had lower business risk relative to the other two air cargo capacity
segments

ILLUSTRATIVE DIFFERENCES IN ECONOMICS BY BUSINESS SEGMENT
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(o EIETa G LS« Minimum utilization requirements  + Low utilization <250 + Higher belly capacity share = lower
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+ Predictable with high utilization + Unpredictable + Fuel price risk
Cost = >75% fixed costs = Volatile utilization limits + Cargo terminal expenses are load
Characteristics = Customer pays for fuel amortization of fixed cost factor driven

+ Hidden costs in aircraft and + High complexity costs
crew re-positioning

Source: Logistics Capital & Strategy

Interestingly, the largest global ACMI customer today is DHL. They are very sophisticated in their strategy, having at
least two providers (and preferably four) in every aircraft type that they operate. They can plug and play people as
necessary to manage their network. It is a very clever strategy. The problem is that other segments in ACMI are not
growing as fast. DHL continues to become—and will remain—the largest customer to the ACMI industry across all
of the payload range segments of the market. So, | think what is important here is that ACMI’s flavor and economic
risk is changing for a whole host of factors . As a result, a lot of the underlying economic logic and the relative risk
equation of ACMI (in terms of while we were all calibrated in the 1990s and the earlier part of 2000-2005) is chang-
ing every day. | will go into more detail in the next two exhibits.

What you are looking at in Exhibit 17 is our estimate of the ACMI large freighter penetration rate in 2011 versus
what we think it will be in 2018. You can see these are all large, wide-body aircraft—basically airplanes that have
more than 80 tons of capacity. With the MD-11s, we think the market is definitely shrinking and will continue to
shrink—it is a relatively small user base. The maintenance cost and he cost and availability of spares is becoming
an issue. A lot of your bigger operators of the MD-11s are already voting with their feet and making the necessary
changes. But interestingly enough, we think there will always be a residual ACMI market on that platform.

The 777 is, from an ACMI perspective, basically driven by DHL and their constellation of providers. Southern Air is
the U.S. domicile provider. AeroLogic, which is a joint venture with Lufthansa, is the provider in Europe. DHL have
been and will continue to be a big user of 777 from an ACMI standpoint. You can see that the whole installed base
of the 777 network is increasing tremendously.

For the 747-200, | think party is over. You are going to see an accelerated retirement, and there will not be much
left after that. The 747-200 market also really benefitted from the U.S. military and the drawdown has completely
changed the equation. Still, there will always be some niche providers out there that will use the older aircraft, es-
pecially because they have relatively volatile demand and can have airplanes sitting around and waiting.
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Exhibit 17: Overall large freighter ACMI penetration will decline from 14.1% in 2011 to 12.5% in 2018

ACMI LARGE FREIGHTER PENETRATION RATE Key Points
Units of Aircraft, Percent (%) = Future large freighter growth will
primarily come from new aircraft types
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Source: Logistics Capital & Strategy Freighter ACMI Demand Forecast Model

In Exhibit 17, we also see the 747-400P2F. That plane being less competitive because of its relatively high fuel
burn-to-payload rate, especially as fuel prices continue to check in at $100 per barrel mark, and as the whole fuel
risk equation becomes a bigger issue. You should see some trimming of the 400 fleet, in part because there are a
lot of 400s out there, and there are some start-up carriers that will then use them. But | think the biggest issue, and
this definitely applies to the 747-8, is that we have some unintended competitors jumping into the ACMI market, and
they are the petro-dollar carriers. | am talking about Emirates, Etihad, and Qatar, and then some of their younger
cousins like Silk Way out of Baku, Azerbaijan. They have orders for big equipment and they are an oil driven econ-
omy. You already are seeing a lot of these players develop alliances with traditional ACMI customers. We saw that
with British Airways making its decision to move on and hook up with Qatar Airways. Think about how compelling or
how beneficial that could be to hook up with a big belly carrier that also has freighters, all without taking the block
hour risk as a customer anymore. You could buy five pallets here, ten pallets there, or half a plane here and a quar-
ter of a plane there. The flexibility is massive, and these three Middle Eastern carriers are not going anywhere. They
are all part of a 50-year economic diversification plan—the respective chosen instruments of each of their sponsor
countries, which will in turn continue to invest in them. So when you have that dynamic in play, it currently has and
will continue to have an interesting impact on how your historical customers think about ACMI and how they actually
will purchase it in the future.

| could see your higher cost European and North American carriers that have historically used ACMI capacity be-
come intellectual property companies. They want to manage the network. They want to figure out the right prices to
charge. They want to manage the customer relationships. They do not really want to touch the freight as much
physically. This does not mean they will exit the business completely, but | can see a shift. Then incrementally, the
lower cost production platforms will do more of the actual physical movement, at least in certain geographies. As a
result, when | look at the 747-8, | think that aircraft in general only has finite potential. | think the 777 has already
demonstrated that it is going to win. That market has become fairly concentrated—Cathay Pacific has made a mas-
sive bet on that airplane, and they have the biggest network in origin Asia. Then you have the Koreans, who are
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also there, along with NCA (Nippon Cargo Airlines). But the ACMI part of that market is the thing you have to think
about. | think that is where there is not going to be a lot of upward movement because of the whole structural shift
that | am talking about.

Now, in the medium sized market (Exhibit 18), I think the story there is that a lot of older A300s are going to be
retired. Then, with the 767-200s, DHL as a customer is the backbone of that market. They are also the largest 767-
300 user and will continue to be. Then, I think we will also see a bunch of A330s creep into the market as the resid-
ual values fall. Interestingly, my prediction is that the A330P2F freighter will actually turn out to be a very successful
freighter, economically speaking, relative to the original, factory built A330s.

Exhibit 18: The overall medium size freighter ACMI penetration rate will remain at about 13%

ACMI MEDIUM FREIGHTER PENETRATION RATE Key Points

Unit of Aircraft, Percent * Future medium size freighter
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Also, back in 2010, the war in Afghanistan and our recovery efforts in Irag were generating all kinds of demand for
freighter aircraft. In Exhibit 19, you can see a network map that shows the scale of flows for both the fixed part of
the AMC buy as well as the expansion part. The blue lines show flights going back and forth all the time, as well as
a lot of one-way flights where you could then reposition the airplane into Hong Kong and do a double-dip by provid-
ing capacity for the freight forwarding market.

Now, if you look at Exhibit 20, you can see that the problem is that as we are drawing down our footprint and
spending. There is a huge decline in aircraft equivalence now required to satisfy demand. Before, there were as
many as 22 units of demand, by our estimate, and we are now going down to maybe 5 or 6. That demand sucked
up MD-11 capacity, some of your older 747-200s, an your oldest 747-400s. Without that nice foundation of de-
mand—uwell-paying demand too—being available in the market, there has been a collateral impact on the survivabil-
ity of a lot of the second tier players in the ACMI business. That collateral effect will further tighten up supply, |
think, over the next three to five years. The old standby capacity that used to be available, enabled in part by the
military, will no longer be available as much as it was before.
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Exhibit 19: AMC CRAF demand consumed a significant portion of ACMI / charter carrier capacity during
the war

AMC CRAF CAPACITY DEPLOYMENT"2: 2010

Metric Tonnes

Capacity(MT)

Billion MT-Miles | % | 516
Buy Type
Total 386 100% 369 100% - B 50000
FIXED
From/To Afghanistan 180 46% 142 38% . 100,000
From/To Irag/Kuwait 113 29% 57 15% B exoansion | | 133310

Notes:
1)  Only routes with greater than 500MT are shown on the map

2) Foreign airfields are aggregated to countries and regions defined by ICAO and U.S. airfields are aggregated to Continental
U.S., Alaska, Hawaii, and Guam

Source: AMC CRAF Airlift Spend Database, Logistics Capital & Strategy

Exhibit 20: Reductions in U.S. military spending will have a sustained impact on the military and com-
mercial charter markets

AMC WIDEBODY FREIGHTER DEMAND FORECAST: 2010- 2016
Equivalent Aircraft Units?

B747 2/300

B747-400

2010

Key Points

* The CRAF fleet is forecasted to decline by 20% per year, on average, as the United States military pulls out of Iraq and
reduces troop size in Afghanistan
* By 2016, we forecast that demand from AMC will be 1.6 equivalent B747-400 freighters and 0.8 equivalent MD-11F

= AMC may seek ways to modernize the CRAF fleet in the future. If a formal policy is enacted, older freighters including DC-8

and B747-200 will be retired more quickly, thereby reducing future share of those aircraft types and increasing share of
B747-400 and MD-11

1 Assuming 250 block hours per month
Source: AMC CRAF Spend Database, Logistics Capital & Strategy AMC Demand Forecast Model
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Exhibit 21 summarizes the result of a lot of these trends. At the retail level, in terms of the integrator versus for-
warder battle for shippers, the integrators just have more tools available to satisfy demand. As all three integrators
have built freight forwarding capabilities in addition to all the other services they offer, they stand to benefit in man-
aging volatility. Still though, I think cer-
tain freight forwarders are also well
poised—yparticularly the ones that have a
well-functioning sea freight operation and
that are good at thinking about how they
will manage their cost structure going
forward. Specifically, it will b the ones
that can manage declines in net revenue
per kilo. The net revenue per kilo contri-
bution that you would get from airfreight
is significantly higher than the equivalent
amount for sea freight. So much of the
cost structures of these freight forwarding
companies were built around that
airfreight net revenue. This cost deflation
and modal substitution, as well as the
generalized trend in more episodic de-
mand, has had a huge impact on all of
these forwarders’ cost structures.

Exhibit 21: Integrators and forwarders will have to adapt to
changing customer service preferences and increased price
elasticity

= Better strategic position relative to = Freight forwarders will manage modal
forwarders substitution of planned air freight users

= Will further improve their market by re-capturing pallet-sized shipments
position in intercontinental small as_LCL sea freight or consolidated FCL
package, divert the highest yield shipments
emergency air freight shipments = Net revenue margins per kilo will likely
away from airlines, and re-capture drift down forcing forwarders to explore
downgraded air freight demand with new initiatives to reduce unit costs
their vast ground package and LTL
networks in North America and
Europe

= Will continue to maintain some share of
the emergency air freight market

* Primary challenge is managing the
air to ground diversion within the
largest regional networks and
premium to deferred air shift in
intercontinental lanes

Source: Logistics Capital & Strategy

Almost all of the large forwarders are, in varying forms, struggling with legacy IT investments and wondering how to
get out of the AS/400 environment and get to the cloud. They are all having to basically engage in these mini-
Apollo projects in terms of rapid IT investment to go through a transformation. And sometimes, they do not get it
right. It is interesting because some of the newer startups out there do not have the legacy of these bad deci-
sions—they have not been spending a lot of money to prop up old technology. They are starting fresh.

So, | could see a whole new era of competitors because the IT barriers to entry in this industry have come down
considerably. If you have a group of entrepreneurial people with the latest in technology and without the legacy
drag, and if they focused on specific customer niches to work with the belly capacity airline providers, | think you
could have a different competitive play dynamic. This does not mean that these startups are going to take over the

Exhibit 22: Carriers with growing belly capacity will be best entire world, but they could definitely seek

positioned to manage volatility and price competition

Non-Integrated Airlines w/ Belly Freighter Airlines
Capacity (including ACMI Carriers)

= Freighter airlines, including ACMI
carriers, that have based their fleet
strategies on low capital cost used
aircraft and cannot afford to replace
their fleets will be forced to exit the
industry — military downturn will
accelerate this process in 2014

= Non-integrated airlines that operate
belly capacity will always have
pricing flexibility due to the
passenger revenue subsidy of flight
costs

= Carriers adding 777/787 passenger
aircraft will benefit from increased
cargo payload per departed seat

= Carriers that can afford fuel efficient
next generation freighters and
successfully implement their fleet
replacement cycle will benefit from
an industry with fewer competitors
operating larger aircraft with
relatively low unit costs

Source: Logistics Capital & Strategy

out some of the more profitable segments
of the market, which would obviously start
to change the competitive profile. For
one, it would give shippers more options.

Now, as you can see in Exhibit 22, what
is going to happen in the war between
belly carriers and freighter carriers is that
belly carriers—particularly the ones with
well-functioning passenger franchises—
will continue to grow. They have made
huge investments and these aircraft, in
terms of the number of seats relative to
the amount of available cargo lift—that
productivity ratio continues to go up.
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These carriers will do a very good job of making sure that those bellies are full, but they are going to have to man-
age the complexity that comes with running an efficient ground operation. Obviously, cargo will not walk itself to the
gate and get on the airplane. The whole battleground in air cargo has been and will continue to be over the value-
add that happens on the ground. It is over issues like how to get the cargo through the terminal, how to get it on the
aircraft, and how to get it off the aircraft and back on the freight forwarder’s airport fleet truck at destination. | think
the freighter carriers are the ones that really have to do some soul searching here. Particularly if they are not part of
the DHL integrated ecosystem, or if they do not have a large entrenched franchise like Cathay out of Hong Kong.
They really have to think about what bets they are going to make and what niches they are going to serve.

Clearly, there are going to be geographic niches where certain carriers are the dominant player and the market is
not big enough to have multiple players—those carriers will generally be safe. But | think there are a large number
of carriers that are really going to have to think through their freighter strategy, and whether they should even have
freighters at all. As | said before, the military downturn will only accelerate this thought process.

Now, what kind of investments are need-
ed to manage the transition and flourish
on the back side of this transition? As we
show in Exhibit 23, | think people are

Exhibit 23: All industry participants need to make some im-
portant investments to remain viable

STRATEGIC INVESTMENTS REQUIRED

Achieve deeper understanding of costs and prices to
manage slow and volatile demand — predictive analytics are
no longer optional and the domain of the integrators

Embrace cloud-enabled IT cost deflation to automate
processes to improve service while lowering cost to serve —
tabula rasa approach

Simplify service type mix to reduce cost and align offering

going to have to become more precise.
The idea of using rules of thumb in a slow
demand environment or in a volatile de-
mand environment will require more pre-
cision. Companies are going to have to
invest and are going to need a better
understanding of their cost structure.

U G IR S TP IEED PR ES They will need a better understanding of

the price elasticity of demand of their
customers. For years, the integrators
have made huge investments in analyti-
cal capabilities, and | think what you will
find is that the forwarders are going to
have to play catch-up. The forwarders

* Increase share of wallet with most attractive customers —
easier to do than acquire your competitors’ customers

* Human resources becomes even more strategic as highly
variable compensation models risk talent flight in many
forwarding companies

Source: Logistics Capital & Strategy

need to start to making these invest-
ments, not just in their core operational IT platforms, but also with predictive IT analytics. think that those will ulti-
mately will be a key differentiator going forward.

You do not have a choice. You have to figure out how to take your IT cost structure down. Our firm, LogCapStrat,
had a bunch of servers even as a little company . We got rid of them and we brought our IT cost down by 90% by
going to the cloud. | am getting ten times the capability and | brought my cost down by 90%, and we are just a little
company. So everyone has to think about how they are going to reduce their IT cost structure, because if your
competitors are getting that economic benefit and you are still dealing with these legacy issues, you will be at a dis-
advantage. Simplification will be important. It will also be important to get deeper with existing customers, because
in an era of low growth, getting new customers is tough. Finally, human resources is going to be a big deal, because
it will be crucial to get the right talent in place and synch them correctly to handle more complicated business and a
greater need for precision. The general view that the airfreight industry is changing is a reality. We still think it can
be a very attractive industry going forward, but it will be smaller relative to other modes. There is a setup here
where two to three years from now, the profit pool available to the surviving competitors could become very attrac-
tive.
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Question & Answer
LISTENER #1: Brian, thank you for a great presentation. | am just curious about your impressions on hybrid

BRIAN CLANCY:

air-sea approaches from either the ocean carriers or the airfreight providers. That has always
been a niche market, and many customers face a variety of options between airfreight and
traditional LCL, which has not always worked at APL and other ocean carriers. It has not
always been the best high-service option. Do you see any potential for growth there?

That is an interesting question. You would think that if | am blending two modes, it would
make a lot of sense. But then think about the history behind sea-air, which started back in
the mid-60s with Air Canada and its desire to better-use back haul capacity. Where sea-air
really grew was in the 1980s when the Japanese high-tech market was growing, and you
could not get cargo into Europe cost-effectively because there was limited supply and sky-
high rates that were something like seven dollars per kilo. Players like Kintetsu and Nippon
Express, as well as some of the European forwarders, built a sea-air pipeline out of Japan
and they used the U.S. West Coast as the first point on the boat.

You basically would go ex-Tokyo into Seattle, then you would fill up your aircraft pallets at
SeaTac, and then you would put it on a CargoLux freighter or Martinair freighter that would
then fly into the hub in Luxembourg before distributing the cargo throughout Europe. So in-
terestingly, this strategy was used before in part to manage sky- high airfreight prices. You
would think that the same catalyst would be in play today. Really, there is no reason why that
strategy could not be used now. But the problem is that to make sea-air work, you have to
move twenty to thirty aircraft pallets at a time because you need to get a common means of
scale in your setup costs for handling. In other words, there is a minimum amount of batch
costs that are not sensitive to the number of kilos you have and you need to amortize that
over as many kilos as possible. If you do not have that freighter capacity available, it be-
comes more of a problem. The bigger issue is that the Asia-Europe market now is just
awash in capacity. So the idea that you have to use this sea-air option to manage limited
supply thirty years ago is not as big of a deal now.

Having said that, the three petro-dollar carriers have and will continue to run the sea-air play-
book out of the Indian sub-continent. They all do it today, bringing the cargo into Sharjah
and then making the transition either to airfreight into Europe, or the 767s come from Central
Asia in the middle of the night and they pick up their stuff and they go back to their various
countries in Azerbaijan or wherever. They make their delivery.

That whole Persian Gulf sea-air complex is alive and well, and | think what makes it even
more interesting is when you look at the belly reach of Emirates, the growing belly reach of
Qatar, and then Etihad, and then you look at the investments they have made in their various
container ports, you will continue to see more of it going forward. It will extend beyond just
the Indian subcontinent as the primary origin because they have also experimented a lot out
of Southeast Asia.

| think you could look at similar geographies, like maybe Panama over time, and you will find
similar things happening. You may see a sea leg into Panama and then basically have air
distribution throughout South America and Central America. Historically, the whole Asia-Latin
America trade link has been a sea-truck-air market where a lot of cargo will come into Los
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DAVE ROSS:

BRIAN CLANCY:

SPEAKER #2:

BRIAN CLANCY:

Angeles, then it will be run across the country and down into Miami via team driver, and then
it will be put on a freighter and get it down to wherever it needs to go—perhaps Brazil. | think
that absolutely it is going to be a key part of the playbook and | think we are going to see eve-
ryone searching for it in various spots.

Brian, thanks again for that great presentation. You mentioned that you would like to be build-
ing a base here in the U.S. air freight market and you see glimmers of hope in the EU market.
Could you elaborate a little more on what you are seeing from an airfreight demand perspec-
tive, and then why you are looking into base building here, and finally, why you are a bit more
optimistic about Europe?

Well, | think first off, Europe has a different industrial geography than the U.S., meaning that
you still have a pretty sizable export base with Germany shipping to everywhere around the
world. Switzerland and some of the other countries also play a role. So, it has an interesting
sort of demand generating ability that is not always directly linked to European consumer
spending. But | think what we are seeing there is that the EU market, at least from a con-
sumer perspective, seems to have bottomed out. | think what you are also seeing is that the
origin demand out of Europe will respond to improvements in U.S. consumer spending. |
think that we are starting to see that, especially if you start to look at some of the recent con-
sumer spending data here in North America, or in the U.S. specifically, along with some evi-
dence of some potential wage growth. Also, on the corporate IT front, if you look at the vari-
ous surveys, we really postponed the upgrade cycle in IT. If you talk to any of the analysts
covering the different sectors, it seems that we are actually due for an upgrade cycle. Every-
one seems to grumble about how old their laptop is. You are seeing similar trends with other
types of IT hardware as well.

There are little pieces of data that we are plugging into the mosaic—we think we are starting
to see solid volumes building up and | think March has turned out to be a relatively good
month for most, and March is an important month. It is pretty much the post-Chinese New
Year indicator for how the year is likely play out. If you have a pretty strong March, it tends to
be a good indicator, because this March is a very important airfreight restocking month after
the whole post-Christmas inventory drawdown and then the shutdown with Chinese New
Year. If you start to see a strong March you can generally extrapolate that to indicate a
strong year, as the historically link has been pretty close. Most of our contacts out there seem
to be saying that March demand, particularly in the forwarding sector, is shaping up to be
pretty strong year-over-year, as well as sequentially.

Gentlemen, thank you for a marvelous presentation. Very insightful. | have one question
about the airfreight marketplace as we look at it in totality. | am excluding the ACMI and air
express pieces and looking at the true airfreight marketplace. Comparing that to ocean
freight, as much as we talk about freight forwarding, the reality is that our collective global
freight forwarders on the ocean side really hold sway over a miniscule percentage of total
TEU movements. Will you comment as to the possible global share of airfreight that is con-
trolled by freight forwarders?

Well, actually, as to what percent share freight forwarders control of airfreight or sea freight,
airfreight is roughly 95% controlled by freight forwarders, and there are a lot of good reasons
for that. The top 25 freight forwarders in a population of say, 10,000, control about 68% of




Global Express, Airfreight & ACMI Outlook

April 8, 2014

- 27 - Stifel Global Transportation Research

SPEAKER #2:

BRIAN CLANCY:

global tonnage. So, almost 70% of freight is controlled by the top 25 guys, and by our esti-
mation, that share has drifted upwards in the last decade.

Now, why do the freight forwarders control the air cargo market? It is because of the logisti-
cal complexity. Freight forwarders create networks that form around the demand pattern of
their shippers, which typically is a one-to-many pattern. Airline networks are many-to-many,
and there really is an incongruence which can only be managed efficiently by someone other
than the asset operator, as every shipment, by definition, is door-to-door, and it must all be
coordinated. It has to come from a factory or distribution center and end up wherever it
needs to go. So, there is a truck move at the origin—it could even be multiple truck moves by
the time it gets to the airfreight gateway. There is a capacity arbitrage function that is needed
when consolidating voluminous shipments with dense shipments and then combining it into a
pallet to generate attractive prices for shippers. These are all things that typically, an airline
is not suited to do. Remember, half of airline capacity is a byproduct of carrying people. Itis
not to say that the airlines do not do a good job running their belly cargo operations. | am
simply saying that the complexity alone is daunting, and often requires a specialist. So, be-
cause belly capacity is such a big part of the industry supply curve, it has enabled forwarders
to become the middle man where on the one dimension, there is a great deal of logistical
complexity, and on the other dimension, they have the ability to engage in capacity arbitrage.

| think it is interesting to compare it to container shipping, where the global freight forwarders
probably control 45% of TEUs. There are interesting reasons for the variance—the reason
why forwarders do not have a high share of sea freight as they do in airfreight is because of
the scale of the largest shippers like a Wal-Mart or Home Depot. These shippers are moving
so many TEUSs that it makes sense for them to go directly to the container shipping company.
They run their own large trucking networks to begin with, so logistically, they can handle a lot
of that stuff themselves.

On top of that, the regulatory regime—at least in the United States—had made it relatively
difficult for forwarders over the last 30-40 years to go directly to the beneficial cargo owners
(BCOs) and have a direct relationship. Clearly, the forwarders do that now, but what | am
saying is there had been a regulatory speed bump that prevented this massive shift that we
saw in air freight. Now, the sky is the limit. Incrementally, the large forwarders have contin-
ued to take more share on the margin of sea freight. There is not too much share to take in
the air freight sector, and it will be interesting to see who benefits there as marginally priced
belly capacity becomes a bigger percent of the total industry supply curve.

Can you comment please on how you delineate or view the role of the air cargo GSAs
(General Sales Agents) versus the fewer airfreight forwarders?

Well a GSA, or general sales agent, is typically is not selling to shippers. They are generally
representing an airline and they all have different business cards. What happens is that an
airline, if they are flying into a secondary market or have secondary cities into a primary mar-
ket and want sales force coverage, basically has people knocking on freight forwarder doors.
Oftentimes, the airline will outsource the sales force function to a GSA. So you have a lot of
GSAs in the air cargo market, and they are basically a contract sales force for the airlines.

Now, there are agents for which you could maybe use the word GSA in a forwarder context.
This is where freight forwarders—particularly medium sized freight forwarders and small
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freight forwarders—oftentimes will have agents. Say that the company is being built up in
North America and they know they need a network footprint in Australia. As opposed to mak-
ing a forward investment on resources without accompanying revenue, it is better for them to
scale the business by having a GSA. Then, one must consider the difference between a po-
lygamous agent, meaning an agent to everybody, or a proprietary relationship with an exclu-
sive agent. So what agents do from a forwarder perspective is to allow extended network
reach, particularly for middle market freight forwarders who want to minimize investment risk.

END
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Exhibit 25: Deutsche Post DHL - Financial Model

Fiscal year end December 31 2012 2013 2014

(figures in € millions, except per share amounts) 2008A | 2009A | 2010A | 2011A | 1QA 20A 3QA 4QA 2012A | 1QA 2QA 30A 4QA | 2013A 1QE 2QE 3QE 4QE | 2014E | 2015E

TOTAL OPERATING REVENUE
Mail 14,393 13,912 13,913 13,973 3,557 3,288 3,276 3,851 13,972 3,612 3,383 3,439 3,968 14,402 3,622 3,395 3,449 3,989 14,455 14,547

YIY % change 12%| -33%| 00%| 04%| 11%  09% -1.9% 0.1%| 0.0%| 15%  29%  50%  3.0%| 31%| 03% 03%  03%  05%| 04%| 06%
Express 13637 99017| 11111| 11,691 3020 3244 3172  3342| 12778| 3037 3237 3112 3326| 12712| 3250 3464 3330 3559 | 13,602 14418
YIY % change 17%| 27.3%| 12.0%| 5.2%| 9.8% 10.7%  9.0%  7.8%| 9.3%| 0.6% -0.2% -19% -05%| -05%| 7.0% 7.0%  7.0%  7.0%| 7.0%| 6.0%
Global forwarding, freight 14179 | 11,243 14341| 15118 3686 3973 4018 3989| 15666| 3615 3722 3712 3789| 14838| 3626 3857 3830 3,891 | 15204 15850
YIY % change 9.4%( -20.7% 27.6% 5.4% 2.4% 5.7% 5.6% 0.8% 3.6% -1.9% -6.3% -7.6% -5.0% -5.3% 0.3% 3.6% 3.2% 2.7% 2.5% 4.3%
Supply chain 13718 12,183 | 13,061 | 13,223 3409 3528 3670 3733| 14340| 3483 3550 3532 3712| 14277 3589 3669 3694 3,881 | 14833 15410
YIY % change 4.2%| -112%| 7.2%| 12%| 6.0% 125% 10.4%  52%| 8.4%| 22%  0.6% -38% -0.6%| -0.4%| 31%  34%  4.6%  45%| 39%| 39%
Corporate center & other 1782 1527 1302| 1,260 202 296 299 316 1,203 289 307 311 344 1251 289 307 311 3a4| 1251 1251
YIY % change 206.3%| -14.3%| -14.7%| -32%| -9.6% -51%  27%  -5.4%| -45%| -1.0%  37%  40%  89%| 40%| 00% 00%  0.0%  0.0%| 0.0%| 0.0%
Consolidation (3.235)] (258D (2,395)| (2,436) (600) (597) (596) (654)|  (2,447)] (592) (600) (608) (645)|  (2,445) (600) (600) (600) (600)| (2,400)[ (2,400)|

Revenue 54,474 46,201 51,388 52,829 13,364 13,732 13,839 14,577 55,512 13,444 13,599 13,498 14,494 55,035 13,777 14,091 14,014 15,063 56,945 59,076
Other operating revenue 2736 | 2141| 2217| 2,050 378 761 411 618| 2168 440 490 464 567| 1961 440 490 464 567| 1.961| 1961

Total revenue (continuing operations) 57,210 | 48,342 | 53,605| 54,879| 13742 14,493 14,250 15195| 57,680| 13884 14089 13962 15061 | 56,996 | 14,217 14581 14,478 15630 | 58,906| 61,037
YIY % change 15%| -155%| 10.9%| 2.4%| 4.1%  9.0%  53%  23%| 51%| 1.0% -28% -20% -0.9%| -L2%| 24%  35%  37%  3.8%| 3.4%| 3.6%

Total revenue (discontinued operations) 11,226 1,634 0 0 0 0 o 0 0 0 0 0 0 0 0 0 0 0 0 0

TOTAL OPERATING EXPENSES
Materials expense (31,979)| (25,774)| (29,380)| (30,544)| (7,571) (7.917) (8,048) (8,327)| (31,863)| (7,518) (7,721) (7.686) (8,287)| (31,212)| (7,735) (7,.986) (7,909) (8,450)| (32,080)| (33,096)
Staff costs (18,389)| (17,021)| (16,609) (16,730) (4,327) (4.460) (4,334) (4,649) (17.770)| (4.456) (4.538) (4.322) (4.469) (17.785)| (4,.439) (4583) (4530) (4,850)[ (18,411)[ (18,994)|
D i and losses | (2662) (1,620 (1.29)| (1.274) (316)  (331)  (343)  (349) (L339) (321)  (334)  (338)  (348) (L34L)| (336)  (347)  (344)  (367)| (1,395) (1,439)|
Other operating expenses (5.146)| (3.696)| (4.485)| (3.895)| (837) (1160)  (921) (1,043 (3961 (890)  (916)  (970) (1.072)| (3848) (942)  (972)  (963) (L029) (3.905) (4,029)

Total operating expenses (58,176)| (48,111) (51,770)| (52,443)| (13,051) (13,868) (13.646) (14,368)| (54.933)| (13,185) (13.509) (13,316) (14,176)| (54,186) (13.451) (13,888) (13,756) (14,696)| (55,791)| (57.559)

PROFIT FROM OPERATING ACTIVITIES (EBIT)

Mail 2179 1391| 1118| 1,107 302 190 246 371| 1199 382 173 261 360 1176 380 204 259 39| 1222 1220
Operating margin 151%| 10.0%| 8.0%| 7.9%| 11.0%  58%  7.5%  9.6%| 8.6%| 10.6%  51%  7.6%  9.1%| 82%| 105%  60%  75%  95%| 85%| 85%
Y/Y % change 10.3%| -36.2%( -19.6% -1.0% 5.1% 22% -18.5% 50.8% 8.3% -2.6% -8.9% 6.1% -3.0% -1.9% -0.4% 17.7% -0.9% 5.3% 3.9% 0.6%

Express (2194  (o0)| 497 916 232 298 231 280 1,041 254 296 263 320 1133 270 326 203 342 1230 1383
Operating margin -16.1% -8.0% 4.5% 7.8% 7.7% 9.2% 7.3% 8.4% 8.1% 8.4% 9.1% 8.5% 9.6% 8.9% 8.3% 9.4% 8.8% 9.6% 9.0% 9.6%
YIY % change NM| -64.0% NM| 84.3%| 84% 231%  6.9% 14.8%| 136%| 95% 0.7% 13.9% 14.3%| 88%| 62% 10.0% 11.4%  6.8%| 8.6%| 12.4%

Global forwarding, freight 362 174 383 440 87 138 122 167 514 88 129 127 139 483 o1 139 138 146 513 623
Operating margin 2.6% 1.5% 2.7% 2.9% 2.4% 3.5% 3.0% 4.2% 3.3% 2.4% 3.5% 3.4% 3.7% 3.3% 2.5% 3.6% 3.6% 3.8% 3.4% 3.9%
Operating margin (as a % gross profit) 59%| 11.9%| 12.4%| 9.6% 14.4% 12.7% 17.0%| 13.5%| 9.8%  13.6% 14.2% 152%| 132%| 102% 14.8% 14.8%  15.4%| 13.8%| 16.2%
Y/IY % change -11.5% | -51.9%| 120.1% 14.9% 22.5% 20.0% -1.6% 28.5% 16.8% 1.1% -6.5% 4.1% -16.8% -6.0% 3.0% 7.6% 8.6% 5.0% 6.3% 21.5%

Supply chain (920)  (218) 231 362 92 101 110 116 419 84 68 100 178 430 111 17 126 171 525 509
Operating margin 67%| -18%| 18%| 27%| 27%  29%  3.0%  3.1%| 29%| 24%  19%  28%  4.8%| 30%| 31%  32%  34%  44%| 35%| 39%
YIY % change NM| 76.5% NM| 56.7%| 17.9%  -9.0% 10.0% 58.9%| 157%| 87% 327%  0.1% 53.4%| 2.6%| 325% 727% 25.6%  -4.1%| 221%| 14.1%

Corporate center & other (393) (328) (395) (389) (112)  (101) (104  (106) (423) (98  (107)  (105)  (111)]  (421) ®7) (92) @) (03| @) (357)
Operating margin -22.1%| -21.5%| -30.3%| -30.9%| -38.4% -34.1% -34.8% -33.5%| -35.2%| -33.9% -34.9% -33.8% -32.3%| -33.7%| -30.0% -30.0% -30.0% -30.0%| -30.0%| -28.5%
YIY % change 20.4%| -165%| 20.4%| -15%| 47%  9.8%  8.3% 12.8%| 8.7%| -125%  59%  10%  47%| -05%| -115% -13.9% -111%  -7.0%| -10.9%| 5.0%

Consolidation 0 0 6 0 0 0 () @) @) 1 (1) 4 (1) ) 0 [ 0 0 0 0
Operating margin 00%| 00%| 00%| 00%| 00% 00% 0.2%  0.3%| 01%| -0.2% 02% 00%  02%| 00%| 00% 00% 00% 00%| 00%| 0.0%
YIY % change NM NM NM | -100.0% NM NM NM NM NM NM NM_-100.0% -50.0%| -66.7%| -100.0% -100.0% NM_-100.0% | -100.0% NM

Profit from operating activities (EBIT) (066)|  231| 1835| 2436 601 625 604 827 2747 699 580 646 885 2,810 765 693 722 934| 3115| 3478
Operating margin 17%|  05%| 3.4%| 4.4%| 50%  43%  42%  5.4%| 48%| 50%  41%  4.6%  59%| 4.9%| 54%  48%  50%  60%| 53%| 57%
YIY % change -145.3% | -123.9% NM| 328%| 990% 112% -65% 38.1%| 128%| 12% 72%  7.0%  7.0%| 23%| 95% 19.6% 11.7%  55%| 10.8%| 11.7%
D and losses | (2662) (1,620 (1.29)| (1.274) (316)  (331)  (343)  (349)| (L339) (321)  (334)  (338)  (348) (L34L)| (336)  (347)  (344)  (367)| (1.395) (1.439)|

EBITDA 169 | 185 3131 3710| 1,007 956 047 1176| 4086| 1,020 914 984 1233 4151 1,02 1041 1066  1,301| 4509| 4,917

Net income from associates 2 28 56 60 0 0 0 2 2 0 0 0 2 2 2 2 2 2 8 8

NI from measurement of Deutsche Postbank Grp - Eq| 0 0 0 0 0 0 0 0 o 0 0 0 0 0 0 0 0 0 0 0
Other financial income 508| 1,885 2251 590 382 43 26 20 471 73 65 28 16 182 31 28 2 29 115 134
Other financial costs 714)| @857 (@335) (1,391) (485) (155) (131) (192)| (963) (107) (90) ) (117)| (431) (112) (112) (112) (112) (448)| (448)
Foreign currency result 14 (12) 17 (36) (14) (22) @ 1 @7) (10) (14) © ) (42) 0 0 0 0 0 0

Net other financial income (costs) (102) 17 933| (837) (17) (139) (107) (7Y  (529) (44) (39) (98  (110)  (201) (81) (84) (86) 63| (@33) (319)

Net financial income (costs) (100) 45 989 | (777) @17)  (134)  (07)  (169)|  (527) (44) (39) (98  (108)  (289) (79) (82) (84) 61| (325)  (306)

Profit before income taxes (1,066) 276 2,824 1,659 574 491 497 658 2,220 655 541 548 777 2,521 686 612 638 853 2,789 3,172
Income taxes (200) a5) (@94 (@93 (159 (93) 6) @) @14 @449 @18 (121 34| (50) (37 (122 (128) a7y  (558)  (698)

c net profit perations) | (1,266)  261| 2,630| 1,266 415 398 211 582 1,806 511 423 227 BIL| 2171 549 289 511 682 2231 2474
Attributable to non-controlling interests (201) 49 89 103 27 19 34 42 122 22 31 28 39 120 20 20 20 20 80 80
Attributable to Deutsche Post AG shareholders (975)  212| 2541 1163 388 379 377 540 1684 489 392 399 772 2081 529 469 491 662 2151 2394
Profit from discontinued operations (713) 432 o 0 0 0 0 0 [ 0 0 0 0 0 0 0 0 0 0 0
Extraordinary items [ 0 [ [ 141 (185) [ 0 (@4) 9 30 0 [ 40 [ [ [ [ [ [

Consolidated net profit for the period (as reported) (Lo79)|  693| 2630| 1,266 556 213 211 582| 1762 520 253 227 BIL| 2211 549 289 511 682| 2231 2474
Attributable to non-controlling interests (201) 49 89 103 27 19 34 42 122 22 31 28 39 120 20 20 20 20 80 80
Attributable to Deutsche Post AG shareholders (1,688) 644 2,541 1,163 529 194 377 540 1,640 498 422 399 772 2,091 529 469 491 662 2,151 2,394
Sharecount - diluted 1,209 1,209 1,210 1,211 1,211 1,211 1,213 1,407 1,260 1,261 1,261 1,263 1,263 1,262 1,263 1,263 1,263 1,263 1,263 1,263

Diluted EPS to DP shareholders (continuing ops) | (€1.40) €0.53| €2.10| €096| €032 €031 €031 €038| €134 €039 €031 €032 €06l| €163| €042 €037 €039 €052| €1.70| €1.90
Y/Y % change -221.9% | -138.1%| 294.2%( -54.3% 19.2% 36.2% -2.3% 166.0% 39.0% 21.1% -0.8% 1.7% 59.3% 21.7% 8.1% 19.7% 23.0% -14.2% 4.8% 11.3%

Diluted EPS to DP shareholders (as reported) (€1.40)| €053| €210| €096 €044 €016 €031 €038 €130 €040 €033 €032 €061| €166 €042 €037 €039 €052| €170| €190

1) 2Q12 excludes EUR181mm (EUR151mm at MAIL and EUR30mM at EXPRESS) fom VAT charge for prior years. It also excludes a EUR99mm one-time benefit at EXPRESS for a reversal of prior restructuring provisions
Source: Company data and Stifel estimates




Global Express, Airfreight & ACMI Outlook

April 8, 2014

-31-

Stifel Global Transportation Research

Exhibit 26: Expeditors International of Washington, Inc.

- Financial Model

(figures in $U.S. millions, except per share amounts)
Fiscal Year End December 31

Gross revenues
Airfreight
% change yly
Ocean freight and ocean senices
% change yly
Customs brokerage and other senices
% change yly
Total gross revenues
% change yly

Net revenue margin
Airfreight
bps change yly
Ocean freight and ocean senices
bps change
Customs brokerage and other senices
bps change yly
Total net revenue margin
bps change yly

Net revenues
Airfreight
% change yly
Ocean freight and ocean senices
% change yly
Customs brokerage and other senices
% change yly
Total net revenues
% change yly

Other operating expenses
Salaries and related costs
Rent and occupancy costs
Depreciation and amortization
Selling and promotion
Other

Total operating expenses

Operating ratio (gross)
Operating ratio (net)

EBIT
% margin (net revenues)
EBITDA
% margin (net revenues)
Other income (expense)
Interest income (expense)
Interest expense
Other, net
Other income, net

Eamings before income taxes and minority interest
Effective tax rate

Minority interest '/
Net earnings
Average shares outstanding - diluted **

EPS - diluted (continuing operations)
% change yly

2012 2013 2014
2008A | 2009A | 2010A | 2011A | 1QA  2QA _ 3QA _ 4QA | 2012A | 1QA  2QA  3QA  4QA | 2013A | 1QE _ 2QE _ 3QE _ 4QE | 2014E | 2015E
25414 1,831.3| 2,821.8 | 2,8935| 6389 6385 6227 700.8|2600.9| 6204 643.0 6281 742.4| 2,6338| 6837 7215 7439  783.6( 2,932.7 | 3,136.7
5.6%| -27.9%| 54.19%| 2.5%| -8.8% -14.8% -155% -0.7%| -10.1%| -2.9%  0.7%  0.9%  59%| 1.3%| 10.2% 12.2% 18.4%  5.6%| 113%| 7.0%
1,991.0( 1,297.7 | 1,955.4 [ 1,878.6 | 434.3 5190 549.3  4723| 1974.9| 4455 4920 5252  495.6| 1,958.2| 460.3 5210 5410  490.4 [ 2,012.7 | 2,113.3
0.4%| -34.8%| 50.7%| -3.9%| -13%  6.6%  7.6%  7.1%| 51%| 2.6% -52% -4.4% 4.9%| -0.8%| 33%  59%  3.0% -1.0%| 28%| 5.0%
11015 9633|1190.3(1,378.4| 3381 347.4 3507 359.9| 1405.1| 3446 3655 3818  387.9| 1,479.8| 3633 3855 4025  408.7 | 1,560.0 | 1,644.1
9.4%)| 12.5%| 23.6%| 15.8%| 57%  0.8%  02%  14%| 19%| 19% 52%  6.1%  7.8%| 53%| 54%  55%  54%  54%| 54%| 5.4%
56339 | 40923 | 5967.6 | 6,1505 | 14114 L5050 15317 15330 59809 L4105 15005 15351 16259| 6,071.0| 15074 1,627.0 1687.3 16828 6,505.4 | 6,804.2
7.6%| -27.4%| 45.8%| 3.1%| -3.4% -4.8% -47%  2.1%| -28%| -0.1% -03%  0.2%  6.1%| 15%| 69%  85% 9.9 35%| 7.4%|  6.0%
22.8%| 26.7%| 22.7%| 24.2%| 24.7% 24.2% 24.2% 22.0%| 23.7%| 25.1% 24.9% 25.7% 21.9%| 24.3%| 24.1% 23.5% 23.0% 22.0%| 23.1%| 22.5%
84bp | 395bp | -404bp [ 152bp | -44bp 101bp  7bp -228bp | -47bp | 35bp  72bp 149bp  -12bp | 55bp | -96bp -138bp -270bp  9bp | -117bp | -64bp
10.8%| 25.0%| 19.7%| 23.2%| 23.6% 20.3% 21.3% 22.9%| 21.9%| 22.6% 22.6% 22.0% 22.1%| 22.3%| 225% 22.0% 22.0% 23.0%| 22.4%| 22.4%
78bp | 516bp | -527bp [ 346bp | 72bp -206bp -191bp -150bp | -127bp | -100bp 228bp  75bp  -78bp | 40bp | -7bp  -62bp  Obp  9bp | Sbp |  Obp
57.2%| 50.1%| 56.0%| 55.2%| 55.1% 55.8% 55.0% 54.5%| 55.1%| 54.9% 54.1% 53.7% 53.1%| 53.9%| 54.7% 53.9% 53.5% 529%| 53.7%| 53.5%
-23bp | 190bp | -304bp | -85bp | -26bp  69bp  15bp  95bp | -Obp | -18bp -166bp -124bp -146bp | -116bp | -22bp  -24bp  -21bp  -18bp | -21bp | -20bp
285%| 33.8% 28.4% 30.8% 3L6% 30.1% 30.4% 29.0%] 30.5% 3L6% 313% 3L4% 20.4% 309% 3L0% 302% 30.0% 29.8% 30.2%| 29.8%]
70bp | 533bp | -542bp [ 247bp | 57bp  26bp  -37bp -178bp | -34bp | 7bp 112bp 103bp  -52bp | 37bp | -58bp -105bp -145bp  39bp | -65bp | -38bp
578.8| 4895 6402| 7004| 157.9 1542 1507 154.4| 617.2 1555 160.0 1614 162.6| 639.5| 1648 1696 1711 172.4| 677.8| 704.9
9.6%| -154%| 30.8%| 9.4%| -104% -111% -157% -10.0%| -1.9%| -15%  3.7%  7.1%  53%| 3.6%| 6.0%  6.0%  6.0%  6.0%| 6.0%| 4.0%
3946 3242| 3855 4354| 1024 1056 1167 1081| 4327| 1006 1113 1155 1095| 4369 1036 1146 1190 1128 450.0| 4725
13.9%| -17.8%| 18.9%| 12.9%| 18% -32% -1.3%  05%| -0.6%| -18%  5.4% -1.0%  13%| 1.0%| 3.0% 30%  3.0% 3.0%| 3.0%| 50%
6209 569.1| 6670 760.7| 1863 1939 1977 1963 | 7742| 189.3 1979 2051 2059| 7981| 1987 2078 2153 216.2| 838.0| 879.9
8.9%| 9.6%| 17.2%| 14.0%| 52%  21%  05% 18%| 16%  21%  37%  49%| 3.1%| 50%  50% 50% 50%| 50%| 5.0%
16033 | 1,382.8 | 1,6928 | 1,8965| 446.6 4537 4651 458.7| 1B24.1| 4453 460.1 4820 478.1| 1.8745| 4671 40L9 5054 5OL4 | 10650 | 2,057.4
10.3% | -13.8%| 22.4%| 12.0%| -1.6% -4.0% 5.8% -3.7%| -3.8%| -0.3%  3.4%  3.6%  4.2%| 28%| 49% 4.9%  49%  4.9%| 49%| 47%
863.8| 774.2| 894.1| 9934| 2461 249.9 2529 2461| 995.1| 2484 2556 261.6  267.0| 1,032.6 254.3 2610 264.6  268.7 | 1,048.6 | 1,093.0
770| 743| 77.2| 847| 212 209 213  247| 80 207 221 219 250 96| 215 220 223 227| 885 923
400| 400[ 369| 368 95 97 100 107| 399 113 117 126  125| 481| 116 119 120  122| 47.7| 497
37.8| 263 321 390 8.7 8.9 7.8 88| 342 7.3 8.3 8.3 94| 332 99 102 103  105| 409| 426
1115| 829| 1053| 1244| 358 319 280 404| 1361| 282 278 313 306| 1179| 330 339 344  349| 136.2| 1419
T130.1| 9978 11456 1,2782| 3213 321 200 330.7| 1,293 6.8 55 5. 444 | 1,322.4 0.2 89 34 349.0 | 1,361.8 | 1,4195
916%| 90.6%| 90.8%| 89.9%| 911% 91.2% 90.5% 91.6%| 9L1%| 90.9% 90.4% 90.5% 91.8%| 90.9%| 90.9% 90.6% 90.4% 90.9%| 90.7%| 90.7%
705%| 722%| 67.7%| 67.4%| 71.9% 70.8% 68.8% 72.1%| 70.9%| 711% 69.4% 69.6% 72.0%| 70.5%| 70.7% 68.9% 68.0% 69.6%| 69.3%| 69.0%
4731 3850| 5472 6183| 1253 1324 1451 1280 530.8| 1285 1436 1463 1337 5521 1369 1530 1617 1524 604.0| 637.9
20.5%| 27.8%| 323%| 32.6%| 281% 20.2% 31.2% 27.9%| 20.1%| 28.9% 30.6% 30.4% 28.0%| 20.5%| 29.3% 3L1% 32.0% 30.4%| 30.7%| 310%
5131| 4250 5841| 655.1| 1348 1421 1551 138.7| 5707 1308 1553 1589 146.2| 600.1| 1484 1649 1738 164.6| 6517 687.6
32.0%| 30.7%| 34.5%| 34.5%| 30.2% 3L3% 33.4% 30.2%| 31.3%| 314% 33.1% 330% 30.6%| 32.0%| 31.8% 335% 34.4% 32.8%| 33.1%| 33.4%
211 102 70| 102 3.4 31 2.8 35| 128 3.2 3.1 3.0 25| 118 33 3.4 3.4 35| 136| 142
©2| ©5 ©6 @0 ©6 (02 ©2 (02 @3] 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
55 82| 104| 104 11 3.7 12 21 8.1 15 43 1.2 1.6 8.7 10 10 1.0 1.0 4.0 4.0
64| 179 168 19.7 38 65 39 54| 196 78 7 L) L) 05 73 77 77 5[ 176 18
4996 402.9| 5641 638.0| 1201 1389 1490 1334 550.4| 1333 1510 1505 137.8| 5726 1412 1574 1662 1569 621.6| 656.1
39.4%| 40.3%| 39.0%| 30.5%| 40.6% 39.5% 40.4% 37.4%| 39.5%| 305% 38.6% 38.4% 39.1%| 38.9%| 39.5% 39.5% 30.5% 39.5%| 30.5%| 39.5%
20| ©2[ ©o| @8 ©0 (©1 (©2 07 04| (©3 (03 (©3 (05 @) 02 (©2 (02 (02 ©8 (©8
301.0| 240.2| 3442 3857| 767 840 885 842 3334| 803 923 924  835| 3485 852 950 1003  94.7| 375.3| 396.2
2192 2165| 2164 2150| 2142 2132 2114 209.0| 211.9| 207.6 2072 207.4 2055| 206.9| 2048 2039 2034 2028 203.7| 2015
$137| SLI1| $159| $1.79| $036  $0.30 $042 $0.40| SI57| $0.30 $045 $0.45 $04I| S168| $042 3047 $049 $0.47| SLBA| $LO7
13.2%| 19.0%| 43.3%| 128%| 153% -106% 15.7% 7.0%| 12.3%| B80% 13.2%  64%  0.8%| 71%| 7.6% _ 46% 10.7% 150%| 9.4%| 6.7%

(1) The company began breaking out minority interest quarterly in 2002, previously found in the other income line

(2) 4Q05 excludes a $21.7mm ($0.09 per share) tax benefit as a result of a one time election under section 965 of the IRS code

(3) Adjusted for stock split 2:1 in 4Q96, 2:1 in 2Q99, 2:1in 2Q02, and 2:1 in 2Q06
(4) Beginning in 2006 the company began reporting diluted share count according to accounting provision FAS 123R requiring the company to expense stock options
(5) 1Q09 EPS include $0.01 credit to compensation expense, related primarily to stock option expense adjustments
(6) 4Q13 EPS includes $8mm of additional salary and costs related to the retirement bonus of CEO Peter Rose, or approximately $0.02/share after tax.

Source: Company data and Stifel estimates
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Exhibit 27: FedEx Corp. - Financial Model

(figures in $ millions, except per share ar FY 2013 FY 2014 FY 2015
Fiscal Year End May 31 2009A | 2010A | 2011A | 2012A 1Q0A 20A 30A 40A 2013A 1QA 2QA 3QA 4QE 2014E 1QE 2QE 3QE 4QE 2015E | 2016E
REVENUE

FedEx Express
Package Revenue:

U.S. Owernight Box 6,074| 5602| 6128| 6546| 1,604 1609 1609 1,691| 6513| 1,584 1,625 1,643 1664| 6516| 1,617 1,657 1,676 1,697| 6,647| 6,739
U.S. Overnight Envelope 1,855( 1,640| 1,736| 1,747 430 409 413 453 | 1,705 419 398 393 455| 1,665 424 403 396 459| 1,683| 1,690
Total U.S. Overnight 7,929 7,242 7,864 8,293 2,034 2,018 2,022 2,144 8,218 2,003 2,023 2,036 2,119 8,181 2,041 2,060 2,072 2,157 8,330 8,429
U.S. Deferred 2,789 2,589 2,805 3,001 702 732 812 774 3,020 729 771 869 792 3,161 759 802 904 824 3,288 3,398
Total U.S. Packages 10,718 9,831 10,669 | 11,294 2,736 2,750 2,834 2,918 | 11,238 2,732 2,794 2,905 2,911 11,342 2,799 2,862 2,976 2,981 | 11,618 | 11,827
International Priority ~ 6,978 7,087 6,760 6,849 1,661 1,678 1,567 1,680 6,586 1,576 1,642 1,542 1,655 6,415 1,616 1,682 1,582 1,696 6,576 6,869
International Economy 1,468 | 1,859 487 514 491 554 | 2,046 532 567 540 588 | 2,227 581 618 589 642 2,429 2,637
International Domestic 565 578 653 853 309 384 342 363 1,398 345 385 347 368 1,445 374 416 375 398 1,563 1,664
Total Package Revenue 18,261 | 17,496 | 19,550 [ 20,855 5,193 5,326 5,234 5,515 | 21,268 5,185 5,388 5,334 5,523 | 21,430 5,369 5,578 5,521 5,717 | 22,186 | 22,998
% change yly -8.3%| -4.2%| 11.7% 6.7%| -0.7% 3.2% 2.1% 3.3% 2.0%| -0.2% 1.2% 1.9% 0.1% 0.8% 3.5% 3.5% 3.5% 3.5% 3.5% 3.7%
Freight Revenue:
u.s. M 2,165| 1,980 2,188 2498 610 645 668 639 | 2,562 624 585 577 575| 2,361 571 615 607 604 | 2,398 2504
International Priority M 1,104 1,303 1,722 1,827 439 446 384 409 1,678 388 417 379 417 1,601 412 443 402 442 1,699 1,775
International Airfreight 369 251 283 307 74 7 64 61 276 54 55 48 51 208 56 57 49 53 216 223
Total Freight Revenue 3,638 3,534 4,193 4,632 1,123 1,168 1,116 1,109 4,516 1,066 1,057 1,004 1,044 4,171 1,039 1,115 1,058 1,100 4,312 4,502
% change yly -10.1% | -2.9%| 18.6%| 10.5% 05% -0.3% -44% -5.7%| -25%( -51% -9.5% -10.0% -5.9%| -7.7%| -2.5% 5.5% 5.4% 5.4% 3.4% 4.4%
Other FedEx Express Revenue 465 525 838 | 1,028 316 364 354 353| 1,387 354 399 336 395| 1,484 350 400 390 430| 1,570| 1,715
% change yly 11%| 12.9%| 59.6% | 22.7%| 27.4% 46.8% 41.6% 25.2%| 34.9%| 12.0% 9.6% -5.1% 11.9% 7.0%( -1.1% 0.3% 16.1% 8.9% 5.8% 9.2%
Total FedEx Express Revenue 22,364 | 21,555 24,581 | 26,515 6,632 6,858 6,704 6,977 | 27,171 6,605 6,844 6,674 6,961 | 27,084 6,758 7,094 6,969 7,247 | 28,068 | 29,214
% change yly -8.4%| -3.6%| 14.0% 7.9% 0.6% 4.2% 2.5% 2.6% 25%( -0.4% -02% -0.4% -0.2%| -0.3% 2.3% 3.6% 4.4% 4.1% 3.6% 4.1%
Total FedEx Ground Revenue 7,047 7,439 8,485 9,573 2,462 2,593 2,747 2,776 | 10,578 2,730 2,849 3,031 2,964 | 11,574 2,931 3,059 3,248 3,183 | 12,420 | 13,279
% change yly 4.4% 5.6%| 14.1%( 12.8% 8.1% 10.9% 10.8% 12.1%| 10.5%( 10.9% 9.9% 10.3% 6.8% 9.4% 7.3% 7.4% 7.1% 7.4% 7.3% 6.9%
Total FedEx Freight Revenue 4415 4321 4911| 5282| 1,399 1,377 1237 1,388 5401| 1,424 1,434 1,347 1,363| 5568 1,403 1421 1,313 1,432| 5569| 5,875
% change yly -10.5% | -2.1%| 13.7% 7.6% 5.3% 3.9% 0.2%  -0.5% 2.3% 1.8% 4.1% 8.9% -1.8% 31% (| -1.5% -0.9% -2.5% 5.1% 0.0% 5.5%
Total FedEx Services Revenue* 1,977 1,770 1,684 1,671 389 405 380 406 1,580 375 391 368 430 1,564 410 425 410 440 1,685 1,745
% change yly -7.5%| -10.5%| -4.9%| -0.8%| -5.4% -52% -52% -6.0%| -5.4%( -3.6% -3.5% -3.2% 5.9%| -1.0% 9.3% 8.7% 11.4% 2.3% 7.7% 3.6%
Other @o6)|  @sn| @57 (36) (90) (126) (115) (112 (43| (1100 (115  (119) (90)| (434 (90) (90) (90) 90)|  (360)|  (360)|
Total Consolidated Revenue 35,497 | 34,734 | 39,304 | 42,680 ( 10,792 11,107 10,953 11,435| 44,287 | 11,024 11,403 11,301 11,628 | 45,356 | 11,412 11,908 11,850 12,212 47,383 | 49,754
% change yly -6.5%| -2.1%| 13.2% 8.6% 2.6% 4.9% 3.7% 3.9% 3.8% 2.1% 2.7% 3.2% 1.7% 2.4% 3.5% 4.4% 4.9% 5.0% 4.5% 5.0%
OPERATING EXPENSES
Salaries and employee benefits 13,767 | 14,027 | 15,276 [ 16,099 4,103 4,125 4,150 4,192 | 16,570 4,077 4,148 4,167 4,197 | 16,589 4,176 4,345 4,330 4,347 | 17,198 | 17,829
Purchased transportation 4,534 4,728 5,674 6,335 1,680 1,860 1,871 1,861 7,272 1,879 2,040 2,063 2,045 8,027 2,096 2,201 2,242 2,190 8,730 9,206
Rentals and landing fees 2,429 2,359 2,462 2,487 618 630 640 633 2,521 640 648 662 690 2,640 683 711 710 713 2,817 2,918
Depreciation and amortization 1,975 1,958 1,973 2,113 573 592 599 622 2,386 639 647 652 752 2,690 747 781 784 781 3,093 3,213
Fuel 3,811 3,106 4,151 4,956 1,138 1,235 1,215 1,158 4,746 1,104 1,136 1,163 1,180 4,583 1,173 1,215 1,206 1,216 4,810 4,906
Maintenance and repairs 1,898 1,715 1,979 1,980 542 511 424 432 1,909 480 479 438 478 1,875 437 455 455 455 1,801 1,868
Airline stabilization compensation 0 0 0 0 0 0 ] 0 0 0 0 0 ] 0 0 0 0 0 0 0
Impairment (and other) charges 1,204 18 89 134 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Business realignment costs 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Other 5,132 4,825 5,322 5,390 1,392 1,423 1,418 1,439 5,672 1,410 1,478 1,515 1,216 5,619 1,208 1,258 1,259 1,261 4,986 5,173
Total Operating Expenses 34,750 | 32,736 | 36,926 | 39,494 | 10,046 10,376 10,317 10,337 | 41,076 | 10,229 10,576 10,660 10,558 | 42,023 | 10,520 10,966 10,987 10,963 | 43,436 | 45,112
OPERATING PROFIT
FedEx Express 794| 1,127 1,228 1,260 209 239 152 460 | 1,060 236 326 135 508 | 1,205 365 468 362 613| 1,809 2195
FedEx Ground 807 1,024 1,325 1,764 446 415 476 557 1,894 468 424 477 563 1,932 513 474 552 621 2,160 2,406
FedEx Freight (44) (153)] (175)] 162 91 7 8 81 257 91 7 29 89 286 104 89 39 106 339 401
FedEx Senices* " (810) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Other 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Operating Profit 747 1,998 2,378 3,186 746 731 636 1,098 3,211 795 827 641 1,160 3,423 982 1,032 954 1,340 4,307 5,002
OPERATING RATIO |
FedEx Express - adjusted N 96.4% | 94.8%| 94.7%| 94.7%| 96.8% 96.5% 98.7% 93.4%| 96.1%| 96.4% 952% 98.0% 92.7%| 95.6% | 94.6% 93.4% 94.8% 91.5% [ 93.6%| 92.5%
FedEx Ground - adjusted 88.5% | 86.2%| 84.4%| 81.6%| 81.9% 84.0% 827% 79.9%| 82.1%( 82.9% 85.1% 84.3% 81.0%| 83.3%| 825% 84.5% 83.0% 80.5%| 82.6%| 81.9%
FedEx Freight - adjusted 98.7%| 103.1%| 101.8% | 96.9%| 93.5% 94.4% 99.4% 94.2%| 95.2%( 93.6% 94.6% 97.8% 93.5%| 94.9% | 92.6% 93.7% 97.0% 92.6%| 93.9%| 93.2%
FedEx Services - adjusted 100.0% | 100.0% | 100.0% [ 100.0% | 100.0% 100.0% 100.0% 100.0% | 100.0% | 100.0% 100.0% 100.0% 100.0% [ 100.0% [ 100.0% 100.0% 100.0% 100.0% | 100.0% | 100.0%
Total Operating Ratio 97.9%| 94.29% 93.9% 92.5% 93.1% 93.4% 94.2% 90.4% 92.7%| 92.8% 92.7% 94.3%  90.8Y 92.7%| 92.2% 92.1% 92.7%  89.8% 91.7% 90.7%
Total Operating Ratio - adjusted N 94.5%| 94.2%| 93.9%| 92.5%| 93.1% 93.4% 94.2% 90.4%| 92.7%( 92.8% 92.7% 94.3% 90.8%| 92.7%| 92.2% 92.1% 92.7% 89.8%| 91.7%| 90.7%
EBITDA 2,722 3,956 4,351 5,299 1,319 1,323 1,235 1,720 5,597 1,434 1,474 1,293 1,912 6,113 1,729 1,813 1,738 2,121 7,400 8,214
% margin 7.7%| 11.4%| 11.1%| 12.4%| 12.2% 11.9% 11.3% 15.0%| 12.6%| 13.0% 12.9% 11.4% 16.4%| 135% | 15.2% 152% 14.7% 17.4%| 15.6%| 16.5%
Interest expense, net (59) (72) (77) (39) (10) (18) ) (24) (61) @7 (30) (38) (38)| (133) (39) (40) (39) @7 @54 @32)
Other income (expense) (11)] (33)] (36)] (6), (5) (8) (16) (6)] (35), ) (5) ) (5), (21)] 0 0 0 0 0 0
Profit before tax 677 1,894 2,265 3,141 731 705 611 1,068 3,115 766 792 594 1,117 3,269 943 992 915 1,303 4,153 4,870
% margin 1.9% 5.5% 5.8% 7.4% 6.8% 6.3% 5.6% 9.3% 7.0% 6.9% 6.9% 5.3% 9.6% 7.2% 8.3% 8.3% 7.7% 10.7% 8.8% 9.8%
Income taxes 579 710 813 1,109 269 259 220 390 1,138 277 292 216 413 1,198 349 367 339 482 1,536 1,802
Net income (loss) from continuing op 98 1,184 1,452 2,032 462 446 391 678 1,977 489 500 378 704 2,071 594 625 576 821 2,616 3,068
Extraordinary items (net of tax) @] 1,076 0 113 54 3) 8) (300  (375)] (416) 0 0 0 0 0 0 0 0 0 0 0
Net income (loss) 1,174 1,184 1,565 2,086 459 438 361 303 1,561 489 500 378 704 2,071 594 625 576 821 2,616 3,068
% margin 3.3% 3.4% 4.0% 4.9% 4.3% 3.9% 3.3% 2.6% 3.5% 4.4% 4.4% 3.3% 6.0% 4.6% 5.2% 5.2% 4.9% 6.7% 5.5% 6.2%
Average shares outstanding - diluted 312 314 317 317 316 315 317 319 317 319 319 307 295 310 292 289 287 287 289 286
FY EPS - diluted $0.31 $3.76 $4.58 $6.42 $1.45 $1.39 $1.14 $0.95 $4.92 $1.53 $1.57 $1.23 $2.38 $6.68 $2.03 $2.16 $2.01 $2.86 $9.06 | $10.75
% change yly -91.3% NM| 21.7%( 40.1%(| -0.5% -11.7% -31.0% -45.3%| -23.2% 5.8% 12.9% 8.3% 151.1%| 35.7%| 32.5% 37.9% 63.0% 20.0% | 35.6%| 18.6%
IFY EPS - diluted (continuing ops) $3.76 $3.76 $4.94 $6.59 $1.46 $1.42 $1.23 $2.13 $6.24 $1.53 $1.57 $1.23 $2.38 $6.68 $2.03 $2.16 $2.01 $2.86 $9.06 | $10.75
% change yly -35.5% NM| 31.1%( 33.4% 0.0% -10.1% -20.8% 6.3%| -5.3% 52% 10.8% 0.0% 12.1% 7.1% | 325% 37.9% 63.0% 20.0%| 35.6%| 18.6%
CY EPS - diluted ($0.68)| $4.17 $5.82 $6.05 $1.07 $1.14 $1.55 $1.46 $5.22 $1.62 $2.27 $2.08 $2.11 $8.07 $2.29 $2.72 $2.51 $2.56 | $10.08
% change yly -123% NM| 39.5% 4.0%| -35.9% -30.2% 8.1% 11.6%| -13.7%| 50.4% 98.1% 34.3% 44.9%| 54.6% | 41.8% 20.0% 20.8% 21.3%| 24.9%
CY EPS - diluted (continuing ops) $2.78| $4.47| $585( $6.32| $1.53 $1.93 $1.55 $146| $6.46( $1.62 $227 $2.08 $2.11| $8.07 | $229 $272 $251 $2.56| $10.08
% change yly -46.5% NM| 30.8% 8.1%| -10.2% 6.0% 7.1% 7.5% 2.2% 5.6% 17.5% 34.3% 44.9%| 24.9%| 41.8% 20.0% 20.8% 21.3%| 24.9%

Certain prior year amounts have been reclassified to conform to the current year presentation. Differences may result due to rounding.

* FedEx Seniices revenue, operating income and operating ratio included only FedEx Kinko's until F1Q08. As of F1Q08, FedEx Sences, including FedExKinko's, is a different segment.

(1) F4QO1 includes $124 million charge ($102 million at FedEx Express and $22 million at Supply Chain Senvices) associated with curtailing certain aircraft and programs and scs

(2) F1Q02 FASB 142 impairment adjustment of $15.5 million after taxes ($0.05 per diluted share) to reduce carrying value of goodwill at a subsidiaryto its implied fair value; F2Q02 excludes $17 million pretax benefit from favorable resolution of a state
(3) F1QO3 includes an $8 million pretax gain from an insurance setlement

(4) F1Q04 includes a $26 million aftertax benefit, or $0.08 per diluted share related to a favorable IRS ruling as well as $132 million pretax costs ($82 million aftertax), or $0.27 per diluted share, associated with the realignment of FedEx Express throus
(5) F2Q04 includes $283 million pretax costs ($175 million aftertax), or $0.57 per diluted share, associated with the realignment of FedEx Express through earl i and

(6) F3Q04 includes $14 million pretax costs ($9 million aftertax), or $0.03 per diluted share, associated with the realignment of FedEx business units through early retirement and severance programs

(7) FAQO4 includes $6 million pretax costs ($4 million aftertax), or $0.01 per diluted share, associated with the realignment of FedEx business units, as well as nonrecurring tax benefits totaling $0.04 per diluted share

(8) F2Q05 includes a $48 million pretax charge ($0.10 per diluted share), from repayment of $29 million to the DOT and write-off of $19 million receivable and excludes a $0.04 per diluted share taxbenefit from the reversal of valuation allowances on p
(9) F1Q06 excludes $79 million pretax, or $0.15 per diluted share, non-cash one-time charge to adjust the accounting for certain facility leases, $75 million at FedEx Express and $4 million at Corporate

(10) F2Q07 excludes $125 million pretax, or $0.25 per diluted share, one-time charge to reflect signing bonuses and other upfront comp of approx. $143mm partially offset by approx. $18mm reduction in variable incentive comp related to the new pilot
(11) F3QO7 includes $0.08 per diluted share, one-time tax benefit atributable mainly to the conclusion of various state and federal audits and appeals and also includes an estimated $0.06 per diluted share negative impact related to severe winter stc
(12) F4QO07 excludes an estimated $30 million pretax, or $0.06 per diluted share, gain from a settlement with Airbus related to the A380 order cancellation

(13) FAQO8 operating profit excludes $891 million pretax ($696 million after-tax), or $2.22 per diluted share, impairment charge at FedEx Senvices primarily related to change in use of Kinko's rade name and associated goodwill

(14) F4Q09 excludes impairments of ~$1.2bn ($3.46 per diluted share), including $810mm and $90mm goodwill impairment related to the Kinko's acquisition, and Watkins i 1, i $10mm related to severance in FedEx Freight, and §
(15) F2Q11 and F3Q11 exclude one-time charges related to FedEx Freight network integration of $86mm (or $0.17 per diluted share) and $28mm (or $0.08 per diluted share), respectively

(16) F2Q11 excludes a $66mm reserve taken for ATAsettlement with a net effect of $0.10 per diluted share, and F3Q12 excludes the one-time benefit associated with the reversal of the settlement for that charge

(17) F4Q12 excludes an impairment charge of $134 million resulting from the decision to retire 24 aircraft and related engines. FAQ13 Express segment operating expenses include an impairment charge of $100 million resulting from the decision tc
(18) In F1Q13, F2Q13, F3Q13 and F4Q13, FedEx Express excludes $2mm, $9mm, $34mm and $360mm, respectively, of costs associated with our business realignment activities; for the same periods, Ground excludes $1mm, $3mm, $9mm and $¢
Source: Company data and Stifel estimates
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Exhibit 28: UTi Worldwide - Financial Model

[ FY 2013 | [ FY 2014 | [ FY 2015 |
(figures in $ millions, except per share amounts) Apr. Jul Oct Jan Apr. Jul Oct Jan Apr Jul Oct Jan
Fiscal Year End January 31 2009A 2010A 2011A 2012A 1Q0A 2QA 3QA 4QA 2013A 1QA 2QA 3QA 4QA 2014A 1QE 2QE 3QE 4QE 2015E 2016E
Gross revenues 4,547.4 3,567.5( 4,549.8| 4,914.2( 1,168.7 11829 1,156.7 1,099.3| 4,607.5| 1,080.7 1,129.4 11,1544 1,076.4| 4,440.9| 1,116.2 11749 11964 1,0845| 4,572.0( 4,715.9
% change yly 4.4% | -21.5% 27.5% 8.0% -2.5% -8.8% -8.5% -4.7% -6.2% -7.5% -4.5% -0.2% -2.1% -3.6% 3.3% 4.0% 3.6% 0.8% 3.0% 31%
Freight consolidation costs 29988 | 22065 2,994.3| 3210.4| 7629 7769 7531  7282| 30210| 7049 7438 7609  706.4| 29160| 73L3 7752 7882  7005| 2,9952| 30628
9% change yly 48%| -264%| 35.7%| 7.2%| 32% 0.0% -83% -25%| 59%| -7.6% 43%  10% -3.0%| -35%| 37% 42%  36% -08%| 27%| 23%
Net revenues 15487 13610 1,5555| 1,7089| 4058 4061 4036  371.1| 15865| 3757 3856 3935  370.0| 1,524.9| 3849 3997 4082  384.0| 15768| 1653.0
9% change yly 35%| -12.1%| 14.3%| 9.5%| -1.2%  8.4%  -9.0%  -8.7%| -6.9%| -7.4% 5.0% -25% -0.3%| -39%| 24%  3.6%  3.7%  38%| 34%| 48%
Operating expenses:
Staff costs 8348| 7450| 8500 938.1| 2312 2253 2191 2189| 8945| 2202 2243 2211  2201| 8857 2224 2229 2212 2140 8806| 8wl
Depreciation and amortization 419 44.0 46.0 47.6 115 112 12.3 139 489 132 13.0 13.6 14.1 539 132 13.2 12.8 12.4 516 519
Amortization of intangible assets 130 111|147 158 32 32 30 29| 123 28 28 5.7 72| 185 87 858 87 85| 347 44
Restructuring and impairments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other operating expenses 5049| 4705| 5220| 551.9| 1346 1312 137.5 1431| 5465| 1329 1324 1326  1429| 5408| 1368 1366 1350 130.5| 5300| 5495
Total operating expenses 13946 12706 1,4328| 1553.3| 3805 3709 3718  3789| 15021| 3691 3724 3731  384.4| 14990 3811 3814 377.8 3654 15058| 15289
Operating ratio (net revenue) 90.0% 93.4% 92.1% 91.2% 93.8% 91.3% 92.1% 102.1% 94.7% 98.2% 96.6% 94.8% 103.9% 98.3% 99.0% 95.4% 92.6% 95.2% 95.5% 92.5%
EBIT 1541| 90.4| 1227| 1506 252 352 318 78| 844 66 133 204  (144) 259 37 183 304 186 70| 1243
% margin 100%| 66%| 7.9%| 88%[ 62% 87%  7.9% 21%| 53%| 18%  34%  52%  3.9%| 17%| 1.0%  46%  7.4%  48%| 45%| 75%
EBITDA 2089| 1455| 183.4| 2139 400 495 470 90| 1456 226 200 398 70| 984 256 402 520 394 1572| 2106
% margin 135%| 107%| 11.8%| 126%( 9.9% 122% 11.6%  24%| 9.2%| 6.0%  7.5% 10.1%  1.9%| 6.4%| 67% 10.1% 127% 103%| 10.0%| 127%
Operating income 154.1 90.4 122.7 150.6 252 35.2 318 (7.8) 84.4 6.6 133 20.4 (14.4)| 259 37 18.3 30.4 18.6 71.0 1243
Interest income 133 73| 123| 181 36 35 48 51| 171 53 42 32 45| 172 19 2.0 24 25 89 136
Interest expense ©@06) (200 (285)| (31.9)| (6.4) (6.0) (71) (Lo (30.5) (8.6) @.7) (8.1 9.8 (34.2) (82 ®1 (8.2 82| (32.7) (33.9)|
Other income/(expense) 14 0.9)| 12 ©2  ©0 (03 (02 01 4  ©2 01 03 @y @ 0.0 00 00 0.0 0.0 00
Pretax income 1383 768| 107.8| 1366| 224 324 293  (136) 705 31 91 152 (211) 63 (25) 122 246  129| 472| 1045
% margin 8.9% 5.6% 6.9% 8.0% 5.5% 8.0% 7.3% -3.7% 4.4% 0.8% 2.4% 3.9% -5.7% 0.4% -0.7% 3.1% 6.0% 3.4% 3.0% 6.3%
Prowvision for income taxes 387 218 33.2 416 57 10.0 10.7 (1.7)) 247 4.0 27 5.3 (6.6)| 19 (0.9) 4.3 8.6 45 16.5 36.6
Tax rate 28.0%| 28.4%| 30.8%| 30.4%| 255% 30.8%  36.4% 125%| 350%| 128.4% 205%  35.0% 3L0%| 31.0%| 35.0% 35.0% 35.0% 350%| 350%| 350%
Income before minority interest 99.6 55.0 745 95.0 16.7 22.4 187 Lo 459 ©.9) 6.4 9.9 (14.6)| 43 @7 7.9 16.0 8.4 30.7 67.9
Minority interest @y  @a @n 65 @3 @3y @3 @5 65 @16 (09 @8 @y  En (20 (20 @0 (20| (80) ©9)|
Net income from continuing operations 975  506| 698 886] 154 211 163 (134 394 (2.4) 55 EIT) ) ) 59 14.0 64| 227| 509
Discontinued operations (0.1)| 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Extraordinary items @021  (9.9) 00| (60| @5 @2 (58 (1205 (309 00 09 (72 @47 @53 00 0.0 0.0 0.0 0.0 00
Net income (4.6) 412 69.8 725 12,9 18.9 105 (1428)| (1005 (12.4) (4.3) ©1 (07| (76.7) 37) 5.9 14.0 6.4 227 59.9
% margin -0.3% 3.0% 4.5% 4.3% 3.2% 4.7% 2.6% -38.5% -6.3% -3.3% -1.2% -23% -13.7% -5.0% -0.9% 1.5% 3.4% 17% 1.4% 3.6%
Average shares outstanding - diluted 101.0 101.7 102.2 103.4 103.9 103.9 104.0 103.8 1035 104.0 104.6 104.7 104.8 104.5 104.5 104.5 104.5 104.5 104.5 1045
Diluted shares outstanding - assuming all preferred: nvert 17.6 117.8 117.8 1188
FY EPS - diluted ($0.05) $0.41| s$0.68| $0.70| $0.12  $0.18  $0.10  ($1.38) ($0.97) ($0.12) ($0.04) (S0.09) ($0.48) ($0.73) ($0.03) $0.06  $0.13  $0.06| $0.22| $057
9% change yly NM NM| 685%| 2.7%| 47.5% -17.7% -63.2% NM| -238.4% NM NM NM NM[ -24.4% NM NM NM NM NM| 1644%
[FYEPS - diluted (continuing operations) $007| $050| $068| $0.86| $015 $0.20 $0.16  (30.13)| $0.38| ($0.02) $0.05  $0.08  (30.15) ($0.0L)| ($0.03) $0.06  $0.13  $0.06| $022| $057
% change yly 7.8%| 485%| 37.3%| 253%| 15.1% -16.8% 45.2% NM| 55.5% NM_ 74.2%  -50.7% NM[ -103.5% NM NM 72.7% NM NM[~ 164.4%
FY EPS - diluted (cont ops) - if preferreds convert $0.12  $0.05| $0.19[  s0s0
CY EPS - diluted $011| $0.64| $0.71| (0.47) ($0.54) ($0.07) ($0.07) ($0.35)| ($1.03) ($0.18) $0.03  $0.11  $0.09| $0.04| $0.07  $0.14  $0.19  $0.15[ $0.55
9% change yly -65.9% NM|  10.2% NM NM -141.9% -156.1% NM| 118.9% NM NM NM NM NM NM NM  77.8%  72.1% NM
CY EPS - diluted (continuing operations) $051| $0.67| $0.84| $0.49| ($0.06) $0.03  $0.07 ($0.08)| ($0.04) ($0.07) $0.03  $0.11  $0.09| $0.15| $0.07  $0.14  $0.19  $0.15[ $0.55
9% change yly 48.4%| 308%| 24.3%| -a1.8% NM  -85.4%  -59.9% NM)| -108.0% NM  31%  56.5% -211.8% NM NM NM  77.8%  721%| 281.4%

(1) On March 26, 2006 a 3-for-1 stock split occurred, all share count prior to this period has been restated to reflect that split

(2) F4QUS excludes after-tax restructuring charges of $6.2 million ($8.395 million before tax)

(3) F1QU9 excludes after-tax restructuring charges of $4.4 million ($6.036 million before tax)

(4) F2Q09 excludes $5.3 million benefit from sale of art packing business

(5) F3QO9 excludes $2.1 million benefit from sale of art packing business

(6) F4QU9 excludes $10.6mm in one-time pre-tax severance-related charges in Staff costs and $1.1mm in one-time pretax charges in Other operating expenses. F4Q09 EPS also includes a negative currency translation non-cash adjustment of $0.06 per share due to a
(7) F1Q10 excludes $6.3mm in one time gain-on-sale of a corporate property in South Affica, severance charges of $5.2mm, and restructuring charges of $1.2mm. It also includes approximately $0.03/share due to adverse currency translation from the strong dollar

(8) F1Q12 excludes a pre-tax sum of $6.461mm for transformational and facility exit costs due to closure of underutilized contract logistics facilities in Europe (after tax effect of $4.605mm), yielding a $0.05 per share owerall impact

(9) F2Q12 excludes $3.483mm in one-time pre-tax severance expenses, which were primarily related to transformational activities, for a net, after-tax effect of $2.397mm

(10) F3Q12 excludes $1.655mm in one-time pre-tax severance expenses, which were primarily related to transformation initiatives, for a net, after-tax efect of $1.133mm

(11) F4Q12 excludes $5.1mm in one-time pre-tax severance expenses and $5.2mm in intangible asset impairment, with a net, after-tax effect of $4.5mm and $3.4mm respectively

(12) F1Q13 and F2Q13 exclude $1.7mm and $2.1mm in one-time pre-tax severance expenses, respectively, for a net, after-tax effect of $1.2mm and $1.4mm, respectively

(13) F3Q13 excludes pre-tax severance of $3.884mm, primarily related to transformational activties, and excludes $5.213mm related to a legal judgment from a 2006 warehouse fire, and adds back $3.315mm of tax adjustments for both items, for a total net after-tax effe
(14) F2Q14 excludes $3.180mm in one-time pre-tax severance expenses, primarily related to transformation actities, for a net, after-tax effect of $2.372mm (30.02/share); the quarter also provides for a deferred tax asset valuation allowance of $7.540mm with an EPS ir
(15) F3Q14 excludes $13.184mm in pre-tax severance expenses, primarily related to transformation activties, for a net, after-tax effect of $11.964mm, or $0.12/share; the quarter also provides for a deferred tax asset valuation allowance of $5.229mm,with an EPS impac

Source: Company data and Stifel estimates
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