THE HQ COMPANIES (aka “The HQs”) 3 minutes read www.TheHQCompanies.com

Great Financial Crisis

covip
The <250 Miles Logistics

Goods & Components
Distressing Situation

31:90 days index

By Kathleen Graham
& Mark Zoff

Small Business Delinquency Index For US

The <250 Miles Logistics Goods & Components Distressing Situation
By Kathleen Graham and Mark Zoff!

Equifax’s Small Business Delinquency Index (SBDI) for the transportation industry continues to relentlessly spiral upwards to
levels not seen since the Great Financial Crisis. These SBDI numbers in the above graph are not adjusted for inflation, so the
situation is actually more dire. BOTTOM LINE:

o Almost 100% of all goods (electronics, motor vehicles, pharmaceuticals, gravel, sand, hazardous materials, machinery, food,
the vast majority of commodities?)—that’s over 55.5 million tons of goods daily in the US3—travel their last 250 miles via a
short-haul* (or short-distance) truck...and an uncomfortably high share of those trucking companies are close to
bankruptcy...and there is no replacement transportation that can substitute for the service they provide, which is hauling your
goods or components from the ships/airplanes/long-haul trucks to your grocery store, your wholesaler, your retailer, your
home, your business.

o There are: clearly material signs of strain® in this short-distance trucking sector; no policy levers being enacted to alleviate
the distress; and no countervailing economic trends’ to offer an obvious respite.

CAUSES OF THIS LOGISTICS SCENARIO
Logistics is the part of supply chain management that deals with the efficient forward and reverse flow of goods, services, and
related information from the point of origin to the point of consumption according to the needs of customers.

One of the major causes of short-haul trucking sector distress is their inability to charge higher prices to cover higher logistic
costs?®, many of which have increased to 8.8% of GDP since 20240, The spot market rate has not been in their favor, either—
“Spot rates finished inflationary 4Q24 at 7.5% YoY. By 4Q25, we expect spot rates to remain inflationary, potentially reaching a
17.5% increase YoY.""

“The 2025 CSCMP State of Logistics Report notes that fleet margins for owner-operators are ‘down to the bone,’ with profitability metrics
now at their lowest since 2010 [and facing] fuel surcharges, equipment price hikes, and higher insurance premiums—but with little
pricing power in a saturated market."—‘Margin Squeeze in Logistics: What's Fueling the Cost Crisis in 2025 & Who's at Risk,” Tradlinx,
6/24/2512

RECOMMENDED CORPORATE SOLUTIONS
Currently the healthcare and some other specialty industries are stable and unlikely to be impacted by supply disruptions because
they rely on local transportation companies that are outfitted to deliver their very specific, very profitable products’ components.

However, if your company is facing potential future supply chain disruptions, now is the time to prepare to do more than store
needed components/products in nearby warehouses as warehouse pricing is likely to continue to rise sharply, eroding end of
supply chain manufacturers/wholesalers/distributors/retailers’ profit margins.'® Three time-proven solutions that work are:

e Vary your product mix to include more items that do not need to be physically shipped.
o  Orient your offerings to focus on service offerings, which also perform better than goods in economic downturns.
o Strategize and then promptly secure backup supply chain solutions now, because now is the time to prepare.
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