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Overview

The construction and transportation industries continue to be driven by
the up-and-down nature of the COVID-19 pandemic. As issues in supply
chains, shipping, and labor continue, and the pricing of raw materials
remains on an upward trend, the cost of new equipment production and
retail pricing continue to increase as well. These circumstances, however,
have resulted in strong used equipment demand and pricing. Increased
demand for domestic manufacturing has also strengthened the value of
construction starts in the nonresidential sector, while residential starts
displayed a slowdown from September to October 2021.

Crude oil demand has quickly increased, drastically raising
prices and reducing available inventory. Rising inflation and

a changing pandemic climate dealt a blow to consumer
confidence in November, with the metric reaching a nine-
month low of 109.5. Economists, however, remain optimistic
that confidence levels will return, forecasting an overall growth
of 7.9% in gross domestic product in the fourth quarter.

The current administration’s passing of a $1.2 trillion
infrastructure bill could have sizable impacts on investments
in roads, bridges, highways, and stormwater and wastewater
systems. Subsequently, increased activity in these sectors
could also result in job creation. Stability in demand and
equipment values in the secondary marketplace, as well

as new equipment, is therefore predicted to remain strong
throughout 2022 and the foreseeable future.

Construction equipment manufacturers are reporting year-
over-year positive gains in net sales; however, production
backlogs are mounting, and shipping rates are at an all-time
high. Compared to the same period in 2020, retail truck sales
in North America have increased on a year-to-date basis.
Orders for trailers and new Class 8 truck tractors, however, are
sharply declining due to several issues in production, growing
backlogs, and pricing increases.
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Construction starts increased roughly 16% from September
to October 2021, largely due to upticks in nonbuiliding and
nonresidential starts, as residential and highway construction
trended downwards. Mining equipment demand continues

to move along with demand for mined goods, as demand for
steel and aluminum remains firm and scrap pricing increases.
Still, the overall cost of construction is anticipated to continue
rising through the first half of 2022, and the lack of available
labor could limit recovery in the short term.

While intermodal volume and output peaked in March 2021,
all indicators trended downwards for the remainder of the
year, despite a significant increase in demand, making 2021 a
historically difficult year for the intermodal and freight sector.
On the domestic front, the industry never quite recovered
from the impact of the polar vortex in February. On the
international side, while initial numbers looked strong, there
have been five months of declines through October, primarily
due to congestion at the ports and lower velocity. Additionally,
the ports are working at maximum capacity; therefore, no
matter how many vessels arrive, the system is not able to
process additional volume flowing through the ports.
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Cranes & Lift Equipment

The second half of 2021 displayed construction industry
growth, resulting in increased demand in the secondary
marketplace for cranes and lift equipment, as pricing of new
equipment remains high following supply shortages and
increased costs of raw materials. These factors, coupled with
longer and extended lead times, will likely continue to bolster
demand and pricing of used equipment into the first half of
2022. In addition, certain construction markets are continuing
some of the positive trends seen in the first half of 2021.

According to Dodge Data & Analytics, overall construction
starts jumped 16% higher from September to October

2021, to an adjusted annual rate of $1.01 billion, with
nonresidential and nonbuilding starts realizing month-to-
month gains of 29% and 52%, respectively. The nonbuilding
sector showed a 2% increase on a year-to-date basis; the
increase comes despite a lackluster performance for highway,
bridge, and road construction, which fell 7% compared to
the same period last year. On the other hand, large gains

in the manufacturing sector helped strengthen the value of
nonresidential construction starts. Residential starts dropped
8% as of October to a seasonally adjusted rate of $388.6
billion, with multi-family housing falling 24% and single-family
gaining less than 1%. That being said, the residential segment
still reported a 21% increase in construction starts in October
2021 versus the prior year.

Overall utilization rates from many of the major rental
equipment providers have remained solid following a slow
start to the year, with long-term projects staying on track and
short-term taxi work rebounding. Although some rental and
contract companies have begun to invest in new equipment,
large backlogs are a persistent concern for many of these
major manufacturers.
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The Manitowoc Company (“Manitowoc") reported an increase
in orders of 37.3%, or $145.3 miillion, for the third quarter

of 2021 versus the third quarter of 2020. Subsequently,

the company’s backlog as of September totaled $890.6
million, which represents a 91.6% increase year-over-year.
The company’s net sales increased 13.8% to $404.5 million
during the same period.

Global shipping rates remain extremely high, with Bloomberg
reporting a 290% increase since October 2020. While

the anticipation is that these rates will fall after the holiday
season, they are still expected to remain above average in
2022. These additional costs are typically passed on to the
consumer, predictably continuing to increase the price of new
equipment in the marketplace.

Much of the auction activity for cranes remains solely online;
however, this has not affected the number of buyers seeking
equipment. Some auctioneers are reporting a return to in-
person auctions in early 2022. Cranes in good condition, with
relatively low hours, and of newer model years, are the most

sought after by prospective buyers.
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Trucks & Trailers

Recent news of the passage of a $1.2 trillion infrastructure
package will bode well for the trucking industry in some
respects; however, the industry is also plagued with several
ongoing issues regarding driver shortages, U.S. port backlogs,
and a lack of supply of trucks and trailers to move goods
around the country. According to the American Trucking
Associations (“ATA"), the industry is down 80,000 drivers,

a 30% increase from pre-COVID-19 pandemic levels. In
addition, production of new trucks is beset by shortages

of semiconductors, stifling the completion of units, and
leaving them unfinished. October orders of Class 8 truck
tractors came in at 21,900, down from 39,089 the year prior,
according to ACT Research.

While demand is evident, increasing production is hindered,
as supply, raw materials, staffing, and freight cost issues
remain disruptive to the process. Some truck manufacturers
are cancelling orders as a result. For those orders still in a
holding pattern, prices continue to increase in most cases.
Additionally, while sales of new and used units are down, the
decline can once again be largely attributed to the lack of
available inventory.

In line with these factors, total trailer orders for October totaled
16,800 units, a steep decline from almost 55,000 on a year-
over-year basis. ro for dry vans and reefers are already slated
for completion well into 2022. Many manufacturers are now
focusing their efforts on managing their current backlogs as
opposed to adding to them.

Retail sales of new Class 8 tractors totaled 17,002 units

in October 2021, or a 9.4% drop from October 2020.
Conversely, year-to-date sales reached 180,685 units, an
increase of 18.3% versus the same time period in 2020.
According to the ATA, the seasonally adjusted For-Hire Truck
Tonnage Index increased 1.8% in October 2021 on a year-
over-year basis, the largest jump since the spring of 2021.
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Many consumers began holiday spending and shopping
earlier than usual in anticipation of shipping delays and
product shortages.

As prices and lead times for new equipment continue to
increase, used Class 8 tractor prices continue a sharp upward
climb as well. The average price of a used Class 8 tractor in
April rose to $72,204 per unit, a stark increase since October
2020 when the average price came in at $46,913 per unit.

Following September, when used Class 8 tractor sales came in
at 22,800 units, October sales totaled approximately 21,700
units, a minor decrease, but in line with total sales a year
earlier. For the ten months ended October 2021, total sales
were 220,500 units versus 209,000 units during the same
period in 2020. The average age of a used Class 8 sold was
six years and six months, with mileage averaging around
441,000 miles.
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Construction & Mining Equipment

As of October 2021, total construction spending increased
0.2% to $1,598.0 billion compared to the prior month
estimate of $1,594.8 billion. This indicates an 8.6% year-over-
year increase since October 2020. In a similar fashion to total
construction starts, nonresidential spending increased, while
residential spending decreased, compared to the prior month.
The private sector realized a total 0.2% decrease in spending,
with residential construction displaying a 0.5% decline. Total
public construction fared better, increasing spending by 1.8%
to total $353 hillion, with highway construction displaying a
2.4% gain alone. With the recent signing of a landmark $1.2
trillion infrastructure bill, federal funding on energy, inland
waterways, bridges, and road construction, as well as other
major rehabilitation projects, will likely continue this trend of
positive growth in this sector.

As previously noted for crane manufacturer Manitowoc, other
heavy construction equipment manufacturers are reporting
year-over-year increases in net sales. Terex Corporation
posted an increase in net sales of almost 30% through

the third quarter of 2021, despite meeting several supply
chain challenges. Similarly, Caterpillar, a leading OEM in the
industry, realized a sales increase of 25% through September.

According to Business Wire, the North American heavy
construction market is anticipated to reach a compound
annual growth rate of 7% over the six-year period from 2021
to 2027. Projects such as the Purple Line Maryland, Central
70 Colorado, the -4 Ultimate Florida, as well as an increase
in airport development activity, will likely continue to bolster
activity in the secondary marketplace. Equipment related

to infrastructure and nonresidential construction, such as
excavators, wheel loaders, bulldozers, motor graders, and
other similar equipment, are expected to display steady
demand levels.
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With commodity demand and pricing reaching all-time highs,
effects are being seen across many industries. According to
Associated Builders and Contractors, as of October 2021,
iron and steel prices were up 95.2% year-over-year, while
aluminum was up 63% for the same period. Pricing for these
commodities drives pricing throughout the construction and
manufacturing industries, leaving the potential for delays or

setbacks in these sectors.

Coal production is on the rise as the surplus built up following
the onset of the COVID-19 pandemic in 2020 gives way to
global demand. Following the significant increase in pricing for
natural gas over the 2021 summer months, coal is expected
to account for 22% of the U.S.” electricity generation this

year, an increase of 2% versus 2020, according to the U.S.
Energy Information Administration. Equipment in these
sectors typically rises and falls in line with demand for globally
mined goods. As such, these factors should continue to be
monitored.
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Intermodal & Freight Rail

According to The Association of American Railroads (“AAR"),
total carload and intermodal traffic increased 6.5% in

North America, growing 7.5% in the U.S., 3.7% in Canada,
and 4.0% in Mexico from the same period last year. This
represents a decline from the first 40 weeks of 2021 (ending
October 9), when total traffic (carload and intermodal)
increased 7.6% in North America, up 8.7% in the U.S., 4.7%
in Canada, and 4.1% in Mexico versus the prior year.

U.S. weekly rail traffic totaled 504,111 carloads and
intermodal units for the week ended November 6, 2021,
which represents a decrease of 3.5% versus the same week
in 2020. U.S. Class | railroads moved 235,585 carloads, an
increase of 3.1% from the prior-year period, and 268,526
containers and trailers, a decline of 8.6% compared to the
previous year. Intermodal volume has been down for 14
consecutive weeks.

Per the AAR, five out of the 10 carload commaodity groups
posted increases compared to the same week in 2020,
including coal, up 7,625 carloads to 66,745 carloads; metallic
ores and metals, up 3,486 carloads to 21,039 carloads; and

chemicals, up 1,178 carloads to 33,780 carloads. Commodity

groups that posted decreases compared with the same week
in 2020 included motor vehicles and parts, down 3,204
carloads to 11,946 carloads; grain, down 2,039 carloads to
25,386 carloads; and petroleum and petroleum products,
down 413 carloads to 10,010 carloads.
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U.S. railroads reported cumulative volume of 10,192,237
carloads for the first 44 weeks of 2021, which represents an
increase of 7.4% from the same period in the prior year, and
12,158,149 intermodal units, a 7.6% increase from 2020.
Total combined U.S. traffic for the first 44 weeks of 2021 was
22,350,386 carloads and intermodal units, an increase of
7.5% versus the prior year.

North American rail volume for the week ended November 6,
2021, on 12 reporting U.S., Canadian, and Mexican railroads
came in at 334,304 carloads, increasing 2% compared with
the same week in 2020, and 356,154 intermodal units, falling
7.8% from the previous year. Total combined North American
weekly rail traffic declined 3.3% to 690,458 carloads and
intermodal units, while rail volume increased 6.5% from the

prior year to 30,478,642 carloads and intermodal units.
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Industrial Marine

A coalition of five U.S. manufacturers successfully launched
trade action related to exports from Chinese equipment
manufacturers, most notably China International Marine
Containers Co., Ltd ("CMIC”). Chinese manufacturers of
marine container chassis will be facing duties on sales into
the U.S. of more than 200% for the next five years following a
final finding by the U.S. Department of Commerce ("USDOC").
The final ruling regarding the percentage of the duty follows
earlier findings by the International Trade Commission that
Chinese manufacturers had sold chassis into the U.S. at less-
than-fair value, leaving domestic producers at a disadvantage.

While CMIC was not the only Chinese company originally
investigated by the USDOC, it represents the largest of

the Chinese exporters. The duties imposed on all Chinese
producers and exporters has allowed the U.S. industry to start
rehiring its workforce and ramping up production to meet
industry demands in anticipation of a fairly traded market.

In November 2021, the Ports of Los Angeles and Long

Beach released preliminary estimates of 849,000 loaded
containers imported in October, which brings the total number
of containers imported between January and October to 8.6
million. This represents an increase of 16% versus the ports’
previous record during the same period in 2018. The ports
also reduced the number of containers sitting on the docks for
more than nine days by approximately one-third over the first
two weeks of November.

According to the United Nations Conference on Trade and
Development, annual growth in maritime trade between
2022 and 2026 will slow to 2.4% versus 2.9% over the

past two decades. While the COVID-19 pandemic's impact
on trade volumes in 2020 was not as significant as initially
anticipated, the long-term effects will be felt for years to come.
Unprecedented pressures in global supply chains, significant
increases in freight rates, rising prices for consumers and
importers, and potential shifts in trade patterns due to trade
disputes will all shape the maritime sector over the next
several years.
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Monitor Information

B. Riley Advisory Services' Construction & Transportation
Monitor relates information covering most transportation
sectors, including industry trends and their relation to our
valuation process.

B. Riley Advisory Services strives to contextualize important
indicators in order to provide a more in-depth perspective of
the market as a whole. B. Riley Advisory Services welcomes
the opportunity to make our expertise available to you in every
possible way. Should you need any further information or wish
to discuss recovery ranges for a particular segment, please
feel free to contact your B. Riley Advisory Services Business
Development Officer.

Experience

The information contained herein is based on a composite of
B. Riley Advisory Services’ industry expertise, contact with
industry personnel, liquidation and appraisal experience, and
data compiled from a variety of respected sources believed

to be reliable. B. Riley Advisory Services does not make any
representation or warranty, expressed or implied, as to the
accuracy or completeness of the information contained in
this issue. Neither B. Riley Advisory Services nor any of its
representatives shall be liable for use of any of the information
in this issue or any errors therein or omissions therefrom.

B. Riley Advisory Services has worked with and appraised a number of companies within the construction and transportation
industry, including industry leaders in heavy mobile equipment, freight rail, marine, and aerospace. B. Riley Advisory Services’
extensive record of transportation inventory and machinery and equipment valuations also features appraisals for companies
throughout the entire supply chain, including manufacturers and distributors, maintenance and repair companies, and freight
rail refurbishing companies.

B. Riley Advisory Services’ extensive experience includes valuations of major businesses in the construction and
transportation industry such as:

e One of the largest providers of crane rental services in all sizes and varieties in North America.

e |ong-standing providers of truckload shipping services for chemicals, petroleum, and energy sector products.

e A heavy civil construction company specializing in building and reconstruction of transportation/water infrastructure projects.

e Aleading miner and explorer of coal properties.

e Providers of locomotives supplying more than 50 railroads including Class | and commuter rail systems.

e Manufacturers and distributors of inland and ocean-service vessels and equipment, as well as OEM and aftermarket marine
components and accessories, for the industrial marine and recreational boating industry.

e Manufacturers and distributors of OEM components and parts for aircraft, helicopters, ships, submarines, ground systems,
avionics, and other commercial airline and defense applications.

Moreover, B. Riley Wholesale & Industrial Solutions has liquidated and been involved in the asset disposition of many

companies in the construction and transportation industry.
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Meet The Team

CONSTRUCTION AND TRANSPORTATION TEAM

Michael Petruski
Managing Director
Metals & Mining
(561) 657-4896

Joel M. Goldsmith
Director of Appraisal
Operations, M&E
(954) 547-4274

APPRAISAL & VALUATION TEAM
BUSINESS DEVELOPMENT TEAM

Bill Soncini

National Marketing Manager
Managing Director

Midwest Region

(773) 495-4534

Jennie Kim
Managing Director
Western Region
(818) 974-0602

David Seiden

Managing Director
Southeast/Southwest Region
(404) 242-0683

Ryan Mulcunry
Managing Director
Northeast Region
(617) 951-6996

Akilah Moore

Associate Business Development Officer
Midwest Region

(312) 777-7956

Stephen Shelton

Managing Director

New York Metro/Mid-Atlantic Region
(203) 524-3271

Nick Disimile
Managing Director
(516) 707-7040

OPERATIONS

Marc Musitano Chad P. Yutka, ASA Kristi Faherty Thomas Mitchell

Chief Operating Officer Senior Managing Director Managing Director Project Manager

(818) 746-9324 National Practice Leader (781) 429-4060 (818) 746-9356
(312) 909-6078

Gretchen Barrett Adrine Avanesyan

Project Manager Managing Writer

Machinery & Equipment (818) 746-9360

(704) 227-7163

ASSET DISPOSITION TEAM

Adam Alexander Scott Carpenter Paul Brown

CEO CEO Vice President

GA Global Partners B. Riley Retail Solutions GA Global Partners
(818) 340-3134 (818) 746-9365 (203) 292-8111
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About B. Riley Advisory Services

B. Riley Advisory Services works with lenders, law firms, private equity sponsors and companies of all types. Our Advisory

Services are a unique mix of Valuation and Appraisal Services including asset-based lending (ABL) Valuations; Restructuring

and Turnaround Management; Forensic Accounting and Litigation Support; Operations Management; Compliance, Risk &

Resilience Services; and Transaction Support Services including Due Diligence and Quality of Earnings Reviews. B. Riley

Advisory Services is the trade name for GlassRatner Advisory & Capital Group, LLC, B. Riley Advisory & Valuation Services,

LLC, Great American Group Machinery & Equipment, LLC, and Great American Group Intellectual Property, LLC.
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Advisory Services DECEMBER 2021
Lo . X . 800-454-7328
a division of B. Riley Financial
LOS ANGELES (HQ) ATLANTA BOSTON CHICAGO DALLAS
30870 Russell Ranch Road 3445 Peachtree Road 300 First Avenue 200 West Madison Street 17304 Preston Road
2nd Floor, Suite 250 Suite 1225 Suite 201 Suite 2950 Suite 720

Westlake Village, CA 91362
T 818.884.3737

HOUSTON

4400 Post Oak Parkway
Suite 1400

Houston, TX 77027

T 713.226.4700

Atlanta, GA 30326
T 470.346.6800

NEW YORK

299 Park Avenue
21st Floor

New York, NY 10171
T 212.457.3300
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Needham, MA 02494
T 781.444.1400

WEST PALM BEACH

1400 Centrepark Boulevard
Suite 860

West Palm Beach, FL 33401
T 561.657.4896

DECEMBER 2021

Chicago, IL 60606
T 312.368.8880
F 312.368.8883

AUSTRALIA

Level 29, Chifley Tower
2 Chifley Square
Sydney, NSW 2000
Australia

Dallas, TX 75252
T972.996.5630

GERMANY

Prinzregentenstr 18

5th Floor

80538 Munchen, Germany
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Capitalize On The B. Riley Difference

B. Riley Financial (“B. Riley”) provides collaborative solutions tailored to fit the capital raising and business advisory needs
of its clients and partners. B. Riley operates through several subsidiaries that offer a diverse range of complementary

end-to-end capabilities.

FASTEST

GROWING
COMPANIES IR
207

ADVISORY SERVICES

Provides specialty financial advisory services to address
complex business problems and board level agenda items.
e Appraisal & Valuation Services

e Compliance, Risk & Resilience Services

e Forensic Accounting & Litigation Support

e (QOperations Management Services

e Restructuring & Turnaround Management

e Transaction Support

INVESTMENT BANKING & CAPITAL MARKETS

Provides a full suite of investment banking, corporate finance,
advisory, research, and sales and trading services for middle-

market public and private companies.
e (Capital Markets

e Restructuring & Recapitalization
e Mergers & Acquisitions (M&A)

e Sales & Trading

e Equity Research

PRINCIPAL INVESTMENTS

Develops investment opportunities through the acquisition
and/or restructuring of companies and corporate assets that
present attractive cash-flow driven returns.

REAL ESTATE SOLUTIONS

Dedicated practice group that provides real estate advisory
and valuation services in the U.S. and abroad.

e Sales & Dispositions

e |ease Restructuring

e Real Estate Advisory Services

e (Capital Solutions & Acquisitions

e  Financial Advisory Services
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B. Riley Financial ranked No. 2 on FORTUNE 100 Fastest Growing Companies 2021
list based on revenue growth rate, EPS growth rate, and three-year annualized total
return for the period ended June 30, 2021. Fortune. © 2021 Fortune Media IP
Limited All rights reserved.

RETAIL SOLUTIONS

Retail restructuring, advisory and disposition solutions

that help retailers maximize their retail store portfolios and
inventory positions, as well as a real estate services vertical
focused on maximizing distressed real estate values.

e Dispositions

e |nventory Clearance

e Appraisal & Valuation Services

e Real Estate Solutions

SPONSORS COVERAGE

Provides dedicated resources that drive value with the
firm’s alternative asset manager clients by developing and
maintaining relationships with middle market financial
SPONSOrs.

VENTURE CAPITAL
Invests in late-stage private growth companies with a path
towards public markets.

WEALTH MANAGEMENT

Strategic financial advisory services to address the various
needs of individuals, families, business owners, foundations
and endowments.

e |ndividual Client Services

e Business Client Services

WHOLESALE & INDUSTRIAL SOLUTIONS

Provides equipment management and capital recovery
solutions through a suite of services in various industries.
e Auctions, Private Treaty & Liquidation

e Valuations

e Asset Planning & Recovery Strategies

© 2021 B. Riley Advisory Services. All Rights Reserved.



