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The U.S. trucking industry has not experienced a downturn of this magnitude
since the last financial crisis, and this is one of the clearest signs yet that the
U.S. economy is steam-rolling into a severe economic downturn.
When economic activity is increasing, the trucking industry sees rising
demand for their services and freight rates tend to go up. That is precisely
what we witnessed in 2018, and truckers were hoping for more of the same
in 2019. But when economic activity is on the decline, the trucking industry
sees decreasing demand for their services and freight rates tend to go down.
Unfortunately, the numbers that the U.S. trucking industry is reporting right
now are absolutely abysmal. Freight rates have now fallen for six months in
a row on a year-over-year basis, and according to Business Insider during the
month of May loads on the spot market fell “by a chilling 62.6%” compared
to last year.
This year has been rocky for the $800 billion trucking industry.
After a raucous 2018, 2019 has seen retailers and manufacturers moving less,
according to the Cass Freight Index. Freight rates have dipped year-over-year
for six months straight. Loads on the spot market, in which retailers and
manufacturers buy trucking capacity as they need it rather than through a
contract, have fallen by a chilling 62.6% in May year-over-year.

The spot market is where we see the marginal changes in demand most
clearly, and what this is telling us is that we are already in a transportation
recession.
Of course, that is almost certainly putting it too nicely. According to one
owner-operator, what we are witnessing right now is nothing short of a
“bloodbath”.
The earnings of big and small players alike are getting hit as factory activity
continues to decline. The Lexington, Kentucky-based owner-operator Chad
Boblett said some truck drivers are seeing a “bloodbath.”
There has been a spate of trucking companies declaring bankruptcy this year,
too. The largest was New England Motor Freight, which was No. 19 in its
trucking segment. Falcon Transport also shut down this year, abruptly laying
off some 550 employees in April.
If demand does not start rebounding soon, we are going to see many more
trucking companies go bankrupt.
And, of course, it isn’t just trucking companies that are licking their wounds
right now. All modes of transportation are down compared to last year, and
that is a clear indication that big trouble is ahead for the U.S. economy.
According to Wolf Richter, the Cass Freight Index just suffered its largest drop
“since November 2009″.
Freight shipment volume in the US dropped 6.0% in May compared to May
last year, the sixth month in a row of year-over-year declines, and the
sharpest year-over-year drop since November 2009, according to the Cass
Freight Index for Shipments.
The index tracks shipments of goods for consumer and industrial sectors
across all modes of transportation – truck, rail, air, and barge.
What a difference just one year can make.

New Truck Orders Fall Off A Cliff – Drop 70%
Last year at this time we were in the midst of a trucking boom, and as a result
orders for heavy trucks surged to record highs.
In late 2017 and through summer of 2018, freight rates had been driven up
by a capacity crunch in the trucking industry, and a panic amid shippers –
such as big retailers or industrial companies that need to get their
merchandise across the country – that trucking companies won’t be able to
keep up with demand.
To meet that demand, truckers went on a buying binge, ordering a record
number of Class-8 trucks that now have entered service.
But now that the trucking boom has turned into a trucking bust, we are
watching orders for heavy trucks absolutely collapse.
In fact, according to Zero Hedge, the number of new orders for heavy trucks
in May was down a whopping 70 percent compared to a year ago.
Preliminary North America Class 8 net order data from ACT Research shows
that the industry booked just 10,800 units in May, down 27% sequentially,
but also lower by an astonishing 70% year-over-year. YTD orders are down
64% compared to the first five months of 2018.
Last year, the Cass Freight Index was showing robust increases month after
month because economic activity was definitely rising.
But now the Cass Freight Index has fallen on a year-over-year basis for six
months in a row because U.S. economy activity is dropping.
Truckers & Freight Brokers Looking For Fast Answers
Industry professionals are scrambling to cut costs to prepare for leaner times
ahead, and are turning to new technology to do so.
Tim Higham, CEO of a leading transportation software provider called
AscendTMS, said; “Demand has never been greater for us as carriers and

brokers look to replace people with technology and to off-load their much
older - and more expensive - TMS software solutions.”.
As freight volumes and rates have collapsed, it turns out that logistics
technology and software providers are the only clear winners in the nearterm.
“It’s sad to say, but technology replaces people, and people are usually the
highest cost for a trucking company or a freight broker,” Higham said.
“We see companies left and right struggling to make ends meet, so they start
looking to cut costs, reduce their operational overhead, and to ultimately run
with less human labor. We see this happening more every day, and it’s why
more and more of these companies are looking for solutions like AscendTMS
to assist them with this directive.”

