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Company Update

FedEx Keeps USPS Contract; No Change to Estimates; Reiterate Buy

As we expected, FedEx kept the U.S. Postal Service (USPS) contract for Priority Mail/Express Mail airfreight linehaul,
signing a new seven-year agreement worth roughly $1.5bn per year. FedEx has provided excellent service to the USPS
for roughly 12 years now, so we believe the cost/risk of switching providers was a significant consideration for the USPS in
choosing its partner. This should remove some overhang in FedEx's stock price, as some investors feared UPS would
steal away FedEx's largest customer, even though we viewed that scenario as highly unlikely. The next couple of quarters
could be soft/sloppy for FedEx, as the initial costs of its $1.7bn operating profit improvement plan will be reported without
much benefit being realized yet, but we remain buyers of the shares based on the company recently putting the cold pack
on its trans-Pac-itis. As the swelling in its international network comes down, margins and the stock should move higher, in
our opinion.

Here is our understanding of the new 7-year, $10.5bn agreement with the USPS:

Since the USPS is looking to improve profitability in the face of uncertain and

potentially declining volumes, the annual minimum it will pay FedEx under the

contract is lower than the prior contract. [We are unsure what those minimum

numbers might be, though.]

Volume is expected to be the same; it is unclear whether or not they were also

awarded the small amount of Priority Mail business UPS currently flies, though.

FedEx operating costs should decline over the course of the 7-yr contract, in our

view, due to aircraft fleet replacements and its general domestic express

operational restructuring.

USPS gave FDX $1.6bn last year, according to one published source (we

believe it was less than that, because FedEx does more than just haul Priority

Mail and Express Mail for the USPS), but even if we assume the contract next

year for the same volume goes from $1.6bn to $1.5bn, we believe it would

represent a ~$0.20 EPS headwind (3% of our current EPS estimate) in FY14.

Much of this was already baked in, so we will leave our EPS estimates

unchanged (company will issue initial guidance for FY14 in June, but we are

unsure whether or not they will break out magnitude of the USPS contract

headwind).

Basically, given the potential outcomes of the company's negotiation with the

USPS, the contract signed could be considered a "best case scenario" for

FedEx. Now, if only the global airfreight market were to enter "best case" mode

this year...

Changes Previous Current

Rating — Buy

Target Price — $131.00

FY13E EPS (Net) — $6.05

FY14E EPS (Net) — $7.15

FY13E Rev (Net) — $44.23B

FY14E Rev (Net) — $45.93B

Price (04/23/13): $93.17

52-Week Range: $110 – $84

Market Cap.(mm): 29,522.8

Shr.O/S-Diluted (mm): 316.9

Enterprise Val. (mm): $28,392.7

Avg Daily Vol (3 Mo): 2,423,633

LT Debt/Total Cap.: 12.2%

Net Cash/Share: $3.56

Book Value/Share: $51.30

Dividend($ / %) $0.56 / 0.6%

S&P Index 1,578.78

EPS (Net) 2012A 2013E 2014E

Q1 $1.46 $1.46A $1.54

Q2 1.57 1.42A 1.72

Q3 1.55 1.23A 1.57

Q4 2.00 1.95 2.31

FY May $6.59A $6.05 $7.15

P/E 14.1x 15.4x 13.0x

Rev (Net) 2012A 2013E 2014E

FY May $42.68B $44.23B $45.93B
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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 7 - 8 of this report.



Target Price Methodology/Risks

Our 12-month target price is $131, or 13.5x our CY15 EPS estimate of $9.70.

Risks to target price:
U.S. and/or global economic downturn, slower-than-expected international growth,
failure to achieve targeted profit improvements, sharply rising fuel prices, high fuel
prices, price competition from large competitor(s), new competitors, pending
litigation concerning the company's independent contractor model and potential for
significant legal settlements and changes to operations, unionization of workforce,
and any change in IRS tax treatment of independent contractors.

Company Description

FedEx Corp. provides customers and businesses worldwide with a broad portfolio
of transportation, e-commerce and business services. With annual revenues of
approximately $43 billion, the company offers integrated business applications
through its operating subsidiaries, which compete collectively and are managed
collaboratively under the FedEx brand. Those companies are: FedEx Express,
FedEx Ground, FedEx Freight, FedEx Office, FedEx Custom Critical, FedEx Trade
Networks, FedEx Supply Chain Services and FedEx Services. The company's
principal transportation businesses handle an average of over 10 million express,
ground, freight and expedited deliveries a day in over 220 countries and territories
around the world and to every address in the United States.
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(figures in $US millions, except per share amounts)

Closing

Price Diluted Market Total Cash & Book TTM 2013E TTM TTM TTM TTM TTM TTM PEG Div. 2013E

Company name (Ticker) Rating 4/23/2013 S/O cap. Debt equiv. TEV 
(a)

2012A
(b)

2013E
(b)

2014E
(b)

value Revenue EBITDA EBITDA EBITDAR
 (c)

EBIT ROA ROE ROIC ratio
(d)

Yield FCF Yld
 

Global Integrators

Deutsche Post DHL   (DPW-DE) Buy € 17.50 1,210.4 27,568.6 6,244.9 3,112.1 32,285.4 13.0x 12.7x 11.2x 1.7x 0.4x 5.9x 5.7x 5.2x 8.4x 5.0% 15.6% 12.5% 0.7 4.0% 15.1%

FedEx Corp.   (FDX) Buy 93.17 316.9 29,522.7 2,242.0 3,372.0 28,392.7 14.7x 14.2x 11.1x 1.8x 0.6x 4.6x 5.5x 5.3x 9.8x 6.4% 11.8% 10.7% 0.9 0.6% 4.3%

TNT Express NV   (TNTE-NL) NC € 5.86 543.3 3,183.0 247.7 514.8 2,915.9 NE NE NE 0.9x 0.3x NE 4.4x 4.1x 11.1x 0.4% 0.7% 1.4% NM 0.0% NM

United Parcel Service   (UPS) Hold 83.74 954.9 79,965.9 12,870.0 7,924.0 84,911.9 18.5x 17.1x 14.7x 16.9x 1.6x 9.0x 9.5x 9.3x 12.0x 11.9% 74.1% 25.9% 1.3 3.0% -0.6%

Min 3,183.0 247.7 514.8 2,915.9 13.0x 12.7x 11.1x 0.9x 0.3x 4.6x 4.4x 4.1x 8.4x 0.4% 0.7% 1.4% 0.7 0.0% -0.6%

Mean 35,060.0 5,401.1 3,730.7 37,126.5 15.4x 14.7x 12.3x 5.3x 0.7x 6.5x 6.3x 6.0x 10.3x 5.9% 25.6% 12.6% 1.0 1.9% 6.3%

Median 28,545.6 4,243.5 3,242.0 30,339.0 14.7x 14.2x 11.2x 1.8x 0.5x 5.9x 5.6x 5.2x 10.5x 5.7% 13.7% 11.6% 0.9 1.8% 4.3%

Max 79,965.9 12,870.0 7,924.0 84,911.9 18.5x 17.1x 14.7x 16.9x 1.6x 9.0x 9.5x 9.3x 12.0x 11.9% 74.1% 25.9% 1.3 4.0% 15.1%

Stifel Transportation Average 7,971.3 1,552.8 472.1 9,086.4 19.2x 18.4x 14.4x 3.1x 1.9x 8.1x 8.9x 8.9x 12.5x 5.1% 15.4% 10.4% 1.1 1.0% 3.5%

(a) Total Enterprise Value = Market Capitalization of Equity + Total Debt - Cash + Market Value of Minority Interest

(b) Stifel estimates for those rated and First Call mean estimates for unrated securities

(c) Enterprise value adjusted to include the capitalization of off balance sheet operating leases with lease expense (or rent expense) being added back to EBITDA for the valuation multiple calculation

(d) 2014E P/E divided by First Call mean or Stifel estimated long-term growth rate

Excludes non-recurring items

Calculations may vary due to rounding

Source: Company data , First Call, and Stifel estimates

Earnings per Share

Equity Comps - Transportation

Comparative Valuation Matrix

Equity value as a multiple of Enterprise value as a multiple of
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(figures in $ millions, except per share amounts)

Fiscal Year End May 31 2002A 2003A 2004A 2005A 2006A 2007A 2008A 2009A 2010A 2011A 2012A 1QA 2QA 3QA 4QE 2013E 1QE 2QE 3QE 4QE 2014E 1QE 2QE 3QE 4QE 2015E 2016E

REVENUE

FedEx Express

Package Revenue:

U.S. Overnight Box 5,338 5,432 5,558 5,969 6,422 6,485 6,578 6,074 5,602 6,128 6,546 1,604 1,609 1,609 1,656 6,478 1,570 1,601 1,627 1,622 6,420 1,627 1,633 1,633 1,680 6,573 6,639

  % change y/y -8.4% 1.8% 2.3% 7.4% 7.6% 1.0% 1.4% -7.7% -7.8% 9.4% 6.8% -2.2% -0.9% -0.6% -0.5% -1.0% -2.1% -0.5% 1.1% -2.1% -0.9% 3.6% 2.0% 0.4% 3.6% 2.4% 1.0%

U.S. Overnight Envelope 1,755 1,715 1,699 1,798 1,974 1,990 2,012 1,855 1,640 1,736 1,747 430 409 413 444 1,696 423 409 419 437 1,688 439 417 420 452 1,729 1,746

  % change y/y -6.2% -2.3% -0.9% 5.8% 9.8% 0.8% 1.1% -7.8% -11.6% 5.9% 0.6% -4.7% -2.9% -3.1% -1.2% -2.9% -1.5% 0.0% 1.4% -1.6% -0.5% 3.6% 2.0% 0.4% 3.6% 2.4% 1.0%

  Total U.S. Overnight 7,093 7,147 7,257 7,767 8,396 8,475 8,590 7,929 7,242 7,864 8,293 2,034 2,018 2,022 2,100 8,174 1,994 2,010 2,046 2,058 8,108 2,065 2,050 2,054 2,132 8,302 8,385

  % change y/y -7.9% 0.8% 1.5% 7.0% 8.1% 0.9% 1.4% -7.7% -8.7% 8.6% 5.5% -2.7% -1.3% -1.1% -0.6% -1.4% -2.0% -0.4% 1.2% -2.0% -0.8% 3.6% 2.0% 0.4% 3.6% 2.4% 1.0%

U.S. Deferred 2,383 2,510 2,593 2,799 2,853 2,883 2,995 2,789 2,589 2,805 3,001 702 732 812 762 3,008 705 747 841 765 3,058 730 762 845 793 3,129 3,161

  % change y/y -4.4% 5.3% 3.3% 7.9% 1.9% 1.1% 3.9% -6.9% -7.2% 8.3% 7.0% -4.0% 0.1% 2.5% 2.0% 0.2% 0.4% 2.1% 3.6% 0.4% 1.7% 3.6% 2.0% 0.4% 3.6% 2.3% 1.0%

  Total U.S. Packages 9,476 9,657 9,850 10,566 11,249 11,358 11,585 10,718 9,831 10,669 11,294 2,736 2,750 2,834 2,861 11,181 2,699 2,757 2,887 2,824 11,166 2,796 2,812 2,898 2,925 11,431 11,545

  % change y/y -7.0% 1.9% 2.0% 7.3% 6.5% 1.0% 2.0% -7.5% -8.3% 8.5% 5.9% -3.0% -0.9% -0.1% 0.0% -1.0% -1.4% 0.2% 1.9% -1.3% -0.1% 3.6% 2.0% 0.4% 3.6% 2.4% 1.0%

International Priority 3,475 3,941 4,609 5,464 6,139 6,722 7,666 6,978 7,087 8,228 8,708 2,148 2,192 2,058 2,259 8,657 2,221 2,305 2,198 2,337 9,060 2,416 2,468 2,317 2,542 9,743 10,335

  % change y/y -3.7% 13.4% 17.0% 18.5% 12.4% 9.5% 14.0% -9.0% 1.6% 16.1% 5.8% -2.3% 1.0% -1.0% 0.0% -0.6% 3.4% 5.1% 6.8% 3.4% 4.7% 8.8% 7.1% 5.4% 8.8% 7.5% 6.1%

International Domestic NR NR NR NR NR 369 663 565 578 653 853 309 384 342 349 1,384 346 422 383 379 1,530 380 457 407 416 1,660 1,761

  % change y/y NA 79.7% -14.8% 2.3% 13.0% 30.6% 49.3% 77.0% 62.9% 59.3% 62.2% 12.0% 10.0% 11.9% 8.5% 10.5% 9.8% 8.2% 6.4% 9.8% 8.5% 6.1%

Total Package Revenue 12,951 13,598 14,459 16,030 17,388 18,449 19,914 18,261 17,496 19,550 20,855 5,193 5,326 5,234 5,469 21,222 5,265 5,484 5,469 5,539 21,757 5,591 5,737 5,623 5,883 22,834 23,641

  % change y/y -6.2% 5.0% 6.3% 10.9% 8.5% 6.1% 7.9% -8.3% -4.2% 11.7% 6.7% -0.7% 3.2% 2.1% 2.4% 1.8% 1.4% 3.0% 4.5% 1.3% 2.5% 6.2% 4.6% 2.8% 6.2% 5.0% 3.5%

Freight Revenue:

U.S. 1,274 1,564 1,609 1,854 2,218 2,412 2,398 2,165 1,980 2,188 2,498 610 645 668 649 2,572 633 674 716 671 2,695 675 709 741 716 2,841 2,956

  % change y/y 95.8% 22.8% 2.9% 15.2% 19.6% 8.7% -0.6% -9.7% -8.5% 10.5% 14.2% 3.2% 2.7% 3.2% 2.7% 3.0% 3.8% 4.6% 7.2% 3.4% 4.8% 6.7% 5.1% 3.4% 6.7% 5.4% 4.0%

International Priority 358 426 522 671 840 1,045 1,243 1,104 1,303 1,722 1,827 439 446 384 441 1,710 423 461 406 452 1,741 455 489 424 487 1,855 1,929

  % change y/y 7.6% 19.1% 22.4% 28.4% 25.3% 24.4% 18.9% -11.2% 18.0% 32.2% 6.1% -2.2% -5.1% -13.3% -5.2% -6.4% -3.7% 3.3% 5.7% 2.4% 1.8% 7.7% 6.1% 4.4% 7.7% 6.5% 4.0%

International Airfreight 384 400 394 381 434 394 406 369 251 283 307 74 77 64 75 290 74 78 66 75 292 78 81 67 79 304 313

  % change y/y -9.5% 4.2% -1.5% -3.3% 13.9% -9.2% 3.0% -9.1% -32.0% 12.7% 8.5% -3.9% 4.1% -16.9% -5.3% -5.6% -0.2% 1.7% 2.4% -0.1% 0.9% 5.1% 3.5% 1.9% 5.1% 4.0% 3.0%

Total Freight Revenue 2,016 2,390 2,525 2,906 3,492 3,851 4,047 3,638 3,534 4,193 4,632 1,123 1,168 1,116 1,165 4,572 1,129 1,213 1,188 1,198 4,728 1,208 1,278 1,231 1,282 4,999 5,198

  % change y/y 43.2% 18.6% 5.6% 15.1% 20.2% 10.3% 5.1% -10.1% -2.9% 18.6% 10.5% 0.5% -0.3% -4.4% -0.9% -1.3% 0.6% 3.9% 6.4% 2.8% 3.4% 7.0% 5.4% 3.7% 7.0% 5.7% 4.0%

Other FedEx Express Revenue 471 479 513 550 566 381 460 465 525 838 1,028 316 364 354 350 1,384 325 375 370 395 1,465 350 400 390 430 1,570 1,715

  % change y/y 7.8% 1.7% 7.1% 7.2% 2.9% -32.7% 20.7% 1.1% 12.9% 59.6% 22.7% 27.4% 46.8% 41.6% 24.1% 34.6% 2.8% 3.0% 4.5% 12.9% 5.9% 7.7% 6.7% 5.4% 8.9% 7.2% 9.2%

Total FedEx Express Revenue 15,438 16,467 17,497 19,485 21,446 22,681 24,421 22,364 21,555 24,581 26,515 6,632 6,858 6,704 6,984 27,178 6,720 7,072 7,026 7,132 27,950 7,150 7,415 7,244 7,595 29,403 30,555

  % change y/y -1.3% 6.7% 6.3% 11.4% 10.1% 5.8% 7.7% -8.4% -3.6% 14.0% 7.9% 0.6% 4.2% 2.5% 2.8% 2.5% 1.3% 3.1% 4.8% 2.1% 2.8% 6.4% 4.9% 3.1% 6.5% 5.2% 3.9%

Total FedEx Ground Revenue 2,918 3,581 3,910 4,680 5,306 6,043 6,751 7,047 7,439 8,485 9,573 2,462 2,593 2,747 2,666 10,468 2,610 2,797 2,992 2,822 11,221 2,836 2,995 3,154 3,059 12,044 12,733

  % change y/y 13.8% 22.7% 9.2% 19.7% 13.4% 13.9% 11.7% 4.4% 5.6% 14.1% 12.8% 8.1% 10.9% 10.8% 7.7% 9.4% 6.0% 7.9% 8.9% 5.8% 7.2% 8.7% 7.1% 5.4% 8.4% 7.3% 5.7%

Total FedEx Freight Revenue 2,253 2,443 2,689 3,217 3,645 4,586 4,934 4,415 4,321 4,911 5,282 1,399 1,377 1,237 1,381 5,394 1,348 1,344 1,305 1,435 5,433 1,453 1,426 1,362 1,547 5,787 6,080

  % change y/y 126.9% 8.4% 10.1% 19.6% 13.3% 25.8% 7.6% -10.5% -2.1% 13.7% 7.6% 5.3% 3.9% 0.2% -1.0% 2.1% -3.6% -2.4% 5.5% 4.0% 0.7% 7.7% 6.1% 4.4% 7.7% 6.5% 5.1%

Total FedEx Services Revenue* 0 0 521 2,066 2,088 2,040 2,138 1,977 1,770 1,684 1,671 389 405 380 440 1,614 410 425 405 445 1,685 425 445 420 455 1,745 1,745

  % change y/y NM 1.1% -2.3% 4.8% -7.5% -10.5% -4.9% -0.8% -5.4% -5.2% -5.2% 1.9% -3.4% 5.4% 4.9% 6.6% 1.1% 4.4% 3.7% 4.7% 3.7% 2.2% 3.6% 0.0%

Other (2) (4) 93 (85) (191) (136) (291) (306) (351) (357) (361) (90) (126) (115) (90) (421) (90) (90) (90) (90) (360) (90) (90) (90) (90) (360) (360)

Total Consolidated Revenue 20,607 22,487 24,710 29,363 32,294 35,214 37,953 35,497 34,734 39,304 42,680 10,792 11,107 10,953 11,381 44,233 10,998 11,548 11,638 11,744 45,928 11,774 12,191 12,090 12,565 48,619 50,753

  % change y/y 5.0% 9.1% 9.9% 18.8% 10.0% 9.0% 7.8% -6.5% -2.1% 13.2% 8.6% 2.6% 4.9% 3.7% 3.4% 3.6% 1.9% 4.0% 6.3% 3.2% 3.8% 7.1% 5.6% 3.9% 7.0% 5.9% 4.4%

OPERATING EXPENSES

Salaries and employee benefits 9,099 9,778 10,728 11,963 12,571 13,615 14,202 13,767 14,027 15,276 16,099 4,103 4,125 4,150 4,255 16,633 4,142 4,310 4,360 4,284 17,096 4,349 4,458 4,433 4,529 17,770 18,416

Purchased transportation 1,825 2,155 2,407 2,935 3,251 3,977 4,634 4,534 4,728 5,674 6,335 1,680 1,860 1,871 1,863 7,274 1,868 1,976 2,052 1,948 7,845 2,016 2,102 2,137 2,107 8,362 8,759

Rentals and landing fees 1,780 1,803 1,918 2,314 2,311 2,343 2,441 2,429 2,359 2,462 2,487 618 630 640 677 2,565 662 692 697 685 2,737 693 715 708 722 2,837 2,931

Depreciation and amortization 1,364 1,351 1,375 1,462 1,550 1,742 1,946 1,975 1,958 1,973 2,113 573 592 599 725 2,489 718 753 765 744 2,980 768 793 792 801 3,154 3,273

Fuel 1,100 1,349 1,481 2,303 3,256 3,429 4,409 3,811 3,106 4,151 4,956 1,138 1,235 1,215 1,217 4,805 1,195 1,238 1,245 1,223 4,902 1,246 1,269 1,255 1,289 5,059 5,229

Maintenance and repairs 1,240 1,398 1,523 1,680 1,777 1,952 2,068 1,898 1,715 1,979 1,980 542 511 424 504 1,981 495 516 522 511 2,044 518 532 530 539 2,120 2,197

Airline stabilization compensation (119) 0 0 48 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Impairment (and other) charges 0 0 0 0 0 0 882 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 0 435 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 3,015 3,182 3,403 4,187 4,485 4,785 5,296 5,132 4,825 5,322 5,390 1,392 1,423 1,418 1,236 5,469 1,211 1,265 1,279 1,255 5,010 1,223 1,261 1,254 1,276 5,013 5,190

Total Operating Expenses 19,304 21,016 23,270 26,892 29,201 31,843 35,878 34,750 32,736 36,926 39,494 10,046 10,376 10,317 10,477 41,216 10,291 10,750 10,921 10,651 42,614 10,814 11,130 11,109 11,262 44,315 45,995

By Segment:

OPERATING EXPENSES

FedEx Express 14,654 15,684 16,868 18,071 19,604 20,631 22,520 21,570 20,428 23,353 25,255 6,423 6,619 6,552 6,579 26,173 6,485 6,754 6,782 6,600 26,621 6,735 6,896 6,811 6,944 27,387 28,259

FedEx Ground 2,581 3,087 3,388 4,076 4,601 5,230 6,015 6,240 6,415 7,160 7,809 2,016 2,178 2,271 2,146 8,611 2,140 2,322 2,468 2,271 9,202 2,314 2,477 2,570 2,447 9,809 10,370

FedEx Freight 2,068 2,250 2,445 2,863 3,160 4,123 4,605 4,459 4,474 5,086 5,120 1,308 1,300 1,229 1,312 5,149 1,257 1,250 1,266 1,335 5,107 1,339 1,312 1,308 1,415 5,374 5,621

Kinko's 0 0 482 1,966 2,031 1,995 3,029 2,787 1,770 1,684 1,671 389 405 380 440 1,614 410 425 405 445 1,685 425 445 420 455 1,745 1,745

Other 1 (5) 87 (84) (195) (136) (291) (306) (351) (357) (90) (90) (126) (115) (90) (90) (90) (90) (90) (90) (90) (90) (90) (90) (90) 0 0

Total Operating Expenses 19,304 21,016 23,270 26,892 29,201 31,843 35,878 34,750 32,736 36,926 39,765 10,046 10,376 10,317 10,387 41,457 10,201 10,660 10,831 10,561 42,524 10,724 11,040 11,019 11,172 44,315 45,995

OPERATING PROFIT

FedEx Express 784 783 629 1,414 1,842 2,050 1,901 794 1,127 1,228 1,260 209 239 152 405 1,005 235 318 244 532 1,329 415 519 432 650 2,016 2,296

FedEx Ground 337 494 522 604 705 813 736 807 1,024 1,325 1,764 446 415 476 520 1,857 470 476 524 550 2,019 522 518 583 612 2,235 2,363

FedEx Freight 185 193 244 354 485 463 329 (44) (153) (175) 162 91 77 8 69 245 92 94 39 100 325 113 114 54 131 413 459

FedEx Services* 0 0 39 100 57 45 (891) (810) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Other (3) 1 6 (1) 4 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total Operating Profit 1,304 1,471 1,440 2,471 3,093 3,371 2,075 747 1,998 2,378 3,186 746 731 636 994 3,107 797 888 807 1,183 3,674 1,050 1,151 1,070 1,393 4,665 5,118

OPERATING RATIO

FedEx Express 94.9% 95.2% 96.4% 92.7% 91.4% 91.0% 92.2% 96.4% 94.8% 95.0% 95.2% 96.8% 96.5% 97.7% 94.2% 96.3% 96.5% 95.5% 96.5% 92.5% 95.2% 94.2% 93.0% 94.0% 91.4% 93.1% 92.5%

FedEx Express - adjusted 95.2% 95.2% 94.0% 92.5% 91.4% 91.0% 92.2% 96.4% 94.8% 94.7% 94.7% 96.8% 96.5% 98.7% 94.2% 96.3% 96.5% 95.5% 96.5% 92.5% 95.2% 94.2% 93.0% 94.0% 91.4% 93.1% 92.5%

FedEx Ground 88.5% 86.2% 86.6% 87.1% 86.7% 86.5% 89.1% 88.5% 86.2% 84.4% 81.6% 81.9% 84.0% 82.7% 80.5% 82.3% 82.0% 83.0% 82.5% 80.5% 82.0% 81.6% 82.7% 81.5% 80.0% 81.4% 81.4%

FedEx Ground - adjusted 88.5% 86.2% 86.6% 87.1% 86.7% 86.5% 89.1% 88.5% 86.2% 84.4% 81.6% 81.9% 84.0% 82.7% 80.5% 82.3% 82.0% 83.0% 82.5% 80.5% 82.0% 81.6% 82.7% 81.5% 80.0% 81.4% 81.4%

FedEx Freight 91.8% 92.1% 90.9% 89.0% 86.7% 89.9% 93.3% 101.0% 103.5% 103.6% 96.9% 93.5% 94.4% 99.4% 95.0% 95.5% 93.2% 93.0% 97.0% 93.0% 94.0% 92.2% 92.0% 96.0% 91.5% 92.9% 92.5%

FedEx Freight - adjusted 91.8% 92.1% 90.9% 89.0% 86.7% 89.9% 93.3% 98.7% 103.1% 101.8% 96.9% 93.5% 94.4% 99.4% 95.0% 95.5% 93.2% 93.0% 97.0% 93.0% 94.0% 92.2% 92.0% 96.0% 91.5% 92.9% 92.5%

FedEx Services* NA NA 92.5% 95.2% 97.3% 97.8% NM NM 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%

FedEx Services - adjusted NA NA 92.5% 95.2% 97.3% 97.8% 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% 100.0%

Total Operating Ratio 93.7% 93.5% 94.2% 91.6% 90.4% 90.4% 94.5% 97.9% 94.2% 93.9% 92.5% 93.1% 93.4% 94.2% 92.1% 93.2% 93.6% 93.1% 93.8% 90.7% 92.8% 91.8% 91.3% 91.9% 89.6% 91.1% 90.6%

Total Operating Ratio - adjusted 93.9% 93.5% 92.4% 91.4% 90.4% 90.4% 92.2% 94.5% 94.2% 93.9% 92.5% 93.1% 93.4% 94.2% 92.1% 93.2% 93.6% 93.1% 93.8% 90.7% 92.8% 91.8% 91.3% 91.9% 89.6% 91.1% 90.6%

EBITDA 2,662 2,820 2,815 3,933 4,643 5,113 4,021 2,722 3,956 4,351 5,299 1,319 1,323 1,235 1,719 5,596 1,515 1,640 1,571 1,927 6,653 1,818 1,944 1,862 2,194 7,818 8,391

% margin 12.9% 12.5% 11.4% 13.4% 14.4% 14.5% 10.6% 7.7% 11.4% 11.1% 12.4% 12.2% 11.9% 11.3% 15.1% 12.7% 13.8% 14.2% 13.5% 16.4% 14.5% 15.4% 15.9% 15.4% 17.5% 16.1% 16.5%

Interest expense, net (139) (118) (116) (139) (104) (53) (54) (59) (71) (77) (39) (10) (18) (9) (12) (49) (12) (12) (10) (8) (41) (7) (6) (4) (1) (18) 17

Other income (expense) (21) (15) (5) (19) (11) (8) (5) (11) (33) (36) (6) (5) (8) (16) 0 (29) 0 0 0 0 0 0 0 0 0 0 0

Profit before tax 1,143 1,338 1,319 2,313 2,978 3,310 2,016 677 1,894 2,265 3,141 731 705 611 982 3,029 785 876 797 1,175 3,633 1,043 1,145 1,067 1,392 4,647 5,135

% margin 5.5% 6.0% 5.3% 7.9% 9.2% 9.4% 5.3% 1.9% 5.5% 5.8% 7.4% 6.8% 6.3% 5.6% 8.6% 6.8% 7.1% 7.6% 6.8% 10.0% 7.9% 8.9% 9.4% 8.8% 11.1% 9.6% 10.1%

Income taxes 429 508 481 876 1,125 1,235 891 579 710 813 1,109 269 259 220 364 1,113 294 329 299 441 1,362 391 429 400 522 1,743 1,926

Net income (loss) from continuing ops 714 830 838 1,437 1,853 2,075 1,125 98 1,184 1,452 2,032 462 446 391 618 1,917 491 548 498 734 2,271 652 716 667 870 2,904 3,210

Extraordinary items (net of tax)  
(1) - (17)

(5) (5) 232 30 (47) (59) 696 1,076 0 113 54 (3) (8) (30) 0 (41) 0 0 0 0 0 0 0 0 0 0 0

Net income (loss) 709 825 1,070 1,467 1,806 2,016 1,821 1,174 1,184 1,565 2,086 459 438 361 618 1,876 491 548 498 734 2,271 652 716 667 870 2,904 3,210

% margin 3.4% 3.7% 4.3% 5.0% 5.6% 5.7% 4.8% 3.3% 3.4% 4.0% 4.9% 4.3% 3.9% 3.3% 5.4% 4.2% 4.5% 4.7% 4.3% 6.3% 4.9% 5.5% 5.9% 5.5% 6.9% 6.0% 6.3%

Average shares outstanding - diluted 303 303 304 307 310 311 312 312 314 317 317 316 315 317 317 317 317 317 317 317 317 317 317 317 317 317 317

FY EPS - diluted $2.36 $2.74 $2.76 $4.68 $5.98 $6.68 $3.60 $0.31 $3.76 $4.58 $6.42 $1.45 $1.39 $1.14 $1.95 $5.92 $1.54 $1.72 $1.57 $2.31 $7.15 $2.05 $2.25 $2.10 $2.74 $9.15 $10.11

% change y/y 18.4% 16.3% 0.6% 69.7% 27.7% 11.7% -46.0% -91.3% NM 21.7% 40.1% -0.5% -11.7% -31.0% 12.2% -7.7% 6.5% 24.1% 38.0% 18.9% 20.7% 32.9% 30.7% 33.8% 18.5% 27.9% 10.5%

FY EPS - diluted (continuing ops) $2.34 $2.73 $3.52 $4.78 $5.83 $6.49 $5.83 $3.76 $3.76 $4.94 $6.59 $1.46 $1.42 $1.23 $1.95 $6.05 $1.54 $1.72 $1.57 $2.31 $7.15 $2.05 $2.25 $2.10 $2.74 $9.15 $10.11

% change y/y 3.6% 16.4% 29.2% 35.8% 21.9% 11.4% -10.1% -35.5% NM 31.1% 33.4% 0.0% -10.1% -20.8% -2.7% -8.1% 5.9% 21.9% 27.4% 18.9% 18.1% 32.9% 30.7% 33.8% 18.5% 27.9% 10.5%

CY EPS - diluted $2.53 $2.20 $4.35 $5.39 $6.62 $6.34 $2.98 ($0.68) $4.17 $5.82 $6.05 $1.41 $1.81 $1.60 $1.67 $6.50 $1.82 $2.23 $2.12 $2.20 $8.37 $2.31 $2.59 $2.36 $2.44 $9.70

% change y/y 30.5% -13.3% 98.0% 23.9% 22.8% -4.2% -53.0% -123% NM 39.5% 4.0% -16.1% 10.5% 12.2% 28.2% 7.3% 29.2% 22.8% 32.1% 31.7% 28.8% 27.3% 16.3% 11.1% 10.7% 15.9%

CY EPS - diluted (continuing ops) $2.52 $2.96 $4.44 $5.23 $6.37 $6.40 $5.20 $2.78 $4.47 $5.85 $6.32 $1.47 $1.81 $1.60 $1.67 $6.56 $1.82 $2.23 $2.12 $2.20 $8.37 $2.31 $2.59 $2.36 $2.44 $9.70

% change y/y 15.2% 17.9% 49.7% 17.9% 21.7% 0.5% -18.7% -46.5% NM 30.8% 8.1% -13.7% -0.4% 11.1% 23.5% 3.8% 23.6% 22.8% 32.1% 31.7% 27.5% 27.3% 16.3% 11.1% 10.7% 15.9%

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

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

(1) F4Q01 includes $124 million charge ($102 million at FedEx Express and $22 million at Supply Chain Services) associated with curtailing certain aircraft modification and development programs and reorganizing SCS operations

(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 sales tax matter in Express

(3) F1Q03 includes an $8 million pretax gain from an insurance settlement

(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 through early retirement and severance programs

(5) F2Q04 includes $283 million pretax costs ($175 million aftertax), or $0.57 per diluted share, associated with the realignment of FedEx Express through early retirement and severance programs

(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) F4Q04 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 tax benefit from the reversal of valuation allowances on prior-year foreign tax credits from the American Jobs Creation Act of 2004

(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 labor contract

(11) F3Q07 includes $0.08 per diluted share, one-time tax benefit attributable 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 storms in the quarter

(12) F4Q07 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) F4Q08 operating profit excludes $891 million pretax ($696 million after-tax), or $2.22 per diluted share, impairment charge at FedEx Services primarily related to change in use of Kinko's trade 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 acquisition, respectively, $10mm related to severance in FedEx Freight, and $260mm of aircraft-related lease charges and severance in Express

(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 ATA settlement 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

(18) In F1Q13, F2Q13, and F3Q13, FedEx Express excludes $2 million, $9 million, and $34 million, respectively, of costs associated with our business realignment activities; for the same periods, Ground excludes $1 million, $3 million, and $9 million, respectively, and Freight excludes $1 million, $1 million, and $4 million, respectively.

Source: Company data and Stifel estimates
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(figures in $ millions, except per share amounts)

Fiscal Year End May 31 1998A 1999A 2000A 2001A 2002A 2003A 2004A 2005A 2006A 2007A 2008A 2009A 2010A 2011A 2012A 1QA 2QA 3QA 4QE 1QE 2QE 3QE 4QE 1QE 2QE 3QE 4QE 2016E

ASSETS

Current assets

Cash and cash equivalents 230 325 68 121 331 538 1,046 1,039 1,937 1,569 1,539 2,292 1,952 2,328 2,843 2,743 2,517 3,372 4,328 3,952 4,412 4,737 5,231 4,994 5,568 5,925 6,545 8,466

Receivables, less allowances 1,943 2,153 2,547 2,506 2,491 2,627 3,027 3,297 3,516 3,942 4,359 3,391 4,163 4,581 4,704 4,780 5,202 4,950 4,866 4,888 4,937 5,012 5,052 5,137 5,208 5,258 5,348 5,583

Spare parts, supplies and fuel, less allowances 365 292 255 269 251 228 249 250 308 338 435 367 389 437 440 465 456 460 442 444 449 456 459 467 473 478 486 508

Deferred income taxes 233 291 318 487 469 416 489 510 539 536 544 511 529 610 533 518 510 510 708 711 718 729 735 747 758 765 778 812

Prepaid expenses and other 110 80 97 117 123 132 159 173 164 244 367 555 251 329 536 371 474 453 265 267 269 273 276 280 284 287 292 305

Total current assets 2,880 3,141 3,285 3,501 3,665 3,941 4,970 5,269 6,464 6,629 7,244 7,116 7,284 8,285 9,056 8,877 9,159 9,745 10,609 10,262 10,785 11,207 11,752 11,626 12,291 12,712 13,449 15,673

Property, plant, & equipment

Aircraft and related equipment 4,057 4,557 4,960 5,313 5,843 6,624 7,001 7,610 8,611 9,593 10,165 10,118 11,640 13,146 14,360

Package handling and GSE and vehicles 3,425 3,859 4,271 4,621 4,866 5,013 5,296 5,360 5,761 6,450 7,571 8,038 8,363 8,885 9,566

Computer and electronic equipment 2,163 2,364 2,417 2,637 2,816 3,180 3,537 3,893 4,331 4,685 5,040 4,280 4,218 4,408 4,646

Facilities and other 2,819 2,941 3,095 3,841 4,051 4,200 4,477 5,154 5,371 6,362 6,529 6,824 7,081 7,247 7,592

Total property, plant, & equipment 12,464 13,720 14,743 16,412 17,576 19,017 20,311 22,017 24,074 27,090 29,305 29,260 31,302 33,686 36,164 36,962 37,749 38,114 39,384 40,384 41,384 42,384 43,384 44,509 45,634 46,759 47,884 52,584

Less accumulated depreciation and amortization (6,529) (7,161) (7,659) (8,312) (9,274) (10,317) (11,274) (12,374) (13,304) (14,454) (15,827) (15,843) (16,917) (18,143) (18,916) (19,096) (19,400) (19,786) (20,511) (21,229) (21,982) (22,746) (23,491) (24,259) (25,052) (25,843) (26,644) (29,917)

Property, plant, & equipment, net 5,935 6,559 7,084 8,100 8,302 8,700 9,037 9,643 10,770 12,636 13,478 13,417 14,385 15,543 17,248 17,866 18,349 18,328 18,873 19,155 19,402 19,638 19,893 20,250 20,582 20,916 21,240 22,667

Goodwill, net 356 344 501 1,052 1,063 1,063 2,802 2,835 2,825 3,497 3,165 2,229 2,200 2,326 2,387 2,734 2,757 2,765 2,765 2,765 2,765 2,765 2,765 2,765 2,765 2,765 2,765 2,765

Pension assets 0 0 0 0 0 1,269 1,127 1,272 1,349 0 827 311 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Intangible and other assets 515 604 658 739 782 412 1,198 1,385 1,282 1,238 919 1,171 1,033 1,231 1,212 1,214 1,047 992 1,460 1,466 1,481 1,504 1,516 1,541 1,562 1,577 1,604 1,675

Total assets 9,686 10,648 11,527 13,392 13,812 15,385 19,134 20,404 22,690 24,000 25,633 24,244 24,902 27,385 29,903 30,691 31,312 31,830 33,706 33,649 34,433 35,114 35,926 36,183 37,201 37,970 39,058 42,780

LIABILITIES AND EQUITY

Current liabilities

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

Current portion of long-term debt 258 15 7 221 6 308 750 369 850 639 502 653 262 18 417 117 1 251 251 251 251 251 251 251 251 251 251 251

Accrued salaries and employee benefits 612 740 756 700 739 724 1,062 1,275 1,325 1,354 1,118 861 1,146 1,268 1,635 1,157 1,297 1,395 1,460 1,333 1,481 1,504 1,516 1,401 1,562 1,577 1,604 1,675

Accounts payable 1,145 1,134 1,121 1,255 1,133 1,168 1,615 1,739 1,908 2,016 2,195 1,372 1,522 1,702 1,613 1,643 1,730 1,730 1,858 1,866 1,885 1,914 1,929 1,962 1,989 2,008 2,042 2,132

Accrued expenses 789 895 1,008 1,073 1,064 1,135 1,305 1,351 1,390 1,419 1,553 1,638 1,715 1,894 1,709 1,892 1,800 1,723 2,212 2,222 2,244 2,278 2,296 2,335 2,367 2,390 2,431 2,538

Total current liabilities 2,804 2,785 2,891 3,250 2,942 3,335 4,732 4,734 5,473 5,428 5,368 4,524 4,645 4,882 5,374 4,809 4,828 5,099 5,780 5,673 5,861 5,947 5,992 5,949 6,169 6,226 6,328 6,595

Long-term debt, less current portion 1,385 1,360 1,776 1,900 1,800 1,709 2,837 2,427 1,592 2,007 1,506 1,930 1,668 1,667 1,250 2,242 2,241 1,991 1,991 1,991 1,991 1,991 1,991 1,991 1,991 1,991 1,991 1,991

Deferred income taxes 274 293 345 507 599 882 1,181 1,206 1,367 897 1,264 1,071 891 1,336 836 879 973 1,139 1,327 1,333 1,346 1,367 1,378 1,401 1,420 1,434 1,459 1,523

657 768 828 944 1,164 989 934 1,705 2,124 5,582 5,519 5,447 5,361 5,308 4,888 4,937 5,012 5,052 4,670 4,735 4,780 4,862 5,075

Self-insurance accruals 536 591 621 692 759 804 904 960 977 963 987 985 989 1,062 1,067 1,077 1,094 1,102 1,121 1,136 1,147 1,167 1,218

Deferred lease obligations 466 503 532 658 655 671 802 804 779 784 839 910 766 1,062 1,067 1,077 1,094 1,102 1,121 1,136 1,147 1,167 1,218

455 426 400 373 343 315 289 267 246 251 245 239 234 354 356 359 365 367 374 379 382 389 406

Other liabilities 1,262 1,547 1,730 1,834 1,926 57 60 68 80 91 190 164 151 154 136 147 146 139 133 133 135 137 138 140 142 143 146 152

Common stock 15 30 30 30 30 30 30 30 31 31 31 31 31 32 32 32 32 32

Additional paid-in capital 993 1,061 1,079 1,121 1,144 1,088 1,079 1,241 1,468 1,689 1,922 2,053 2,261 2,484 2,595 2,612 2,635 2,623

Retained earnings 2,999 3,616 4,295 4,880 5,465 6,250 7,001 8,363 10,068 11,970 13,002 12,919 13,966 15,266 17,134 17,505 17,899 18,216

Accumulated other comprehensive gain (loss) (27) (25) (36) (56) (53) (30) (46) (17) (24) (1,030) (425) (1,373) (2,440) (2,550) (4,953) (4,847) (4,770) (4,710)

(18) (19) (583) (74) (41) (50) (28) (29) (32) (4) (4) (4) (7) (12) (81) (278) (253) (49)

Total stockholders' equity 3,961 4,664 4,785 5,900 6,545 7,288 8,036 9,588 11,511 12,656 14,526 13,626 13,811 15,220 14,727 15,024 15,543 16,112 16,691 17,142 17,650 18,108 18,803 19,416 20,092 20,719 21,550 24,602

Total liabilities and stockholders' equity 9,686 10,648 11,527 13,392 13,812 15,385 19,134 20,404 22,690 24,000 25,633 24,244 24,902 27,385 29,903 30,691 31,312 31,830 33,706 33,649 34,433 35,114 35,926 36,183 37,201 37,970 39,058 42,780

Book value per share $13.27 $15.51 $16.52 $19.56 $21.53 $24.05 $26.43 $31.18 $36.89 $40.69 $46.41 $43.81 $43.71 $47.86 $46.47 $47.49 $49.31 $50.75 $52.57 $53.99 $55.59 $57.03 $59.22 $61.15 $63.28 $65.26 $67.87 $77.49

Tangible book value per share $10.36 $12.36 $12.52 $13.63 $15.46 $19.18 $13.28 $17.46 $23.73 $25.47 $33.36 $32.88 $33.47 $36.68 $35.11 $35.01 $37.24 $38.91 $39.26 $40.66 $42.22 $43.59 $45.74 $47.59 $49.65 $51.58 $54.11 $63.50

Cash per share $0.77 $1.08 $0.23 $0.40 $1.09 $1.78 $3.44 $3.38 $6.21 $5.05 $4.92 $7.37 $6.18 $7.32 $8.97 $8.67 $7.98 $10.62 $13.63 $12.45 $13.89 $14.92 $16.47 $15.73 $17.54 $18.66 $20.61 $26.67

Average age of trade receivables (days) 44.6 47.4 46.5 41.5 40.6 39.1 38.4 37.2 39.2 39.8 40.2 39.2 39.2 38.7 40.4 41.0 42.3 39.3 40.6 38.8 39.0 39.1 39.8 38.7 39.5 38.5 38.6

Net working capital 76 356 394 251 723 606 238 535 991 1,201 1,876 2,592 2,639 3,403 3,682 4,068 4,331 4,646 4,829 4,589 4,923 5,261 5,760 5,677 6,122 6,486 7,121 9,078

Current ratio 1.0x 1.1x 1.1x 1.1x 1.2x 1.2x 1.1x 1.1x 1.2x 1.2x 1.3x 1.6x 1.6x 1.7x 1.7x 1.8x 1.9x 1.9x 1.8x 1.8x 1.8x 1.9x 2.0x 2.0x 2.0x 2.0x 2.1x 2.4x

Total assets 9,686 10,648 11,527 13,392 13,812 15,385 19,134 20,404 22,690 24,000 25,633 24,244 24,902 27,385 29,903 30,691 31,312 31,830 33,706 33,649 34,433 35,114 35,926 36,183 37,201 37,970 39,058 42,780

Long-term debt 1,385 1,360 1,776 1,900 1,800 1,709 2,837 2,427 1,592 2,007 1,506 1,930 1,668 1,667 1,250 2,242 2,241 1,991 1,991 1,991 1,991 1,991 1,991 1,991 1,991 1,991 1,991 1,991

Total debt 1,643 1,375 1,783 2,122 1,806 2,017 3,587 2,796 2,442 2,646 2,008 2,583 1,930 1,685 1,667 2,359 2,242 2,242 2,242 2,242 2,242 2,242 2,242 2,242 2,242 2,242 2,242 2,242

Net debt (cash) 1,413 1,049 1,715 2,000 1,475 1,479 2,541 1,757 505 1,077 469 291 (22) (643) (1,176) (384) (275) (1,130) (2,086) (1,710) (2,170) (2,495) (2,989) (2,752) (3,326) (3,683) (4,303) (6,224)

Debt/total book capitalization 29.3% 22.8% 27.1% 26.4% 21.6% 21.7% 30.9% 22.6% 17.5% 17.3% 12.1% 15.9% 12.3% 10.0% 10.2% 13.6% 12.6% 12.2% 11.8% 11.6% 11.3% 11.0% 10.7% 10.4% 10.0% 9.8% 9.4% 8.4%

Debt/EBITDA 0.7x 0.7x 0.9x 0.7x 0.7x 1.3x 0.7x 0.5x 0.5x 0.5x 0.9x 0.5x 0.4x 0.3x 0.4x 0.4x 0.4x 0.4x 0.4x 0.4x 0.3x 0.3x 0.3x 0.3x 0.3x 0.3x 0.3x

Debt/EBIT 1.3x 1.3x 2.0x 1.4x 1.4x 2.5x 1.1x 0.8x 0.8x 1.0x 3.5x 1.0x 0.7x 0.5x 0.6x 0.6x 0.7x 0.7x 0.7x 0.7x 0.6x 0.6x 0.6x 0.5x 0.5x 0.5x 0.4x

Stockholders' equity 3,961 4,664 4,785 5,900 6,545 7,288 8,036 9,588 11,511 12,656 14,526 13,626 13,811 15,220 14,727 15,024 15,543 16,112 16,691 17,142 17,650 18,108 18,803 19,416 20,092 20,719 21,550 24,602

Source: Company data and Stifel estimates

Short-term debt

Pension, postretirement healthcare and other 

benefit obligations

Deferred gains, principally related to aircraft 

transactions

Less: deferred compensation and treasury stock, 

at cost

FedEx Corporation Balance Sheet

FY 2013 FY 2014 FY 2015
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David Ross, CFA / dross@stifel.com

J. Bruce Chan / chanj@stifel.com

(figures in $ millions, except per share amounts)

Fiscal Year End May 31 1998A 1999A 2000A 2001A 2002A 2003A 2004A 2005A 2006A 2007A 2008A 2009A 2010A 2011A 2012A 1QA 2QA 3QA 4QE 2013E 1QE 2QE 3QE 4QE 2014E 1QE 2QE 3QE 4QE 2015E 2016E

Operating Activities

Net income 498 631 688 584 710 830 838 1,449 1,806 2,016 1,125 98 1,184 1,452 2,032 459 438 361 618 1,876 491 548 498 734 2,271 652 716 667 870 2,904 3,210

Adjustments

Lease accounting charge 0 0 0 0 0 0 0 0 79 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Depreciation and amortization 964 1,035 1,155 1,276 1,364 1,351 1,375 1,462 1,548 1,742 1,946 1,975 1,958 1,973 2,113 573 592 599 725 2,489 718 753 765 744 2,980 768 793 792 801 3,154 3,273

Provision for uncollectible accounts 73 56 71 114 110 105 106 101 121 106 134 181 124 152 160 47 46 37 0 130 0 0 0 0 0 0 0 0 0 0 0

Aircraft-related (recoveries) impairment charges 0 0 0 102 (9) 0 0 0 0 0 882 1,103 18 29 134 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Deferred income taxes and other noncash items 30 (34) (7) 0 93 329 (8) 40 159 37 124 299 331 669 1,126 122 145 226 (10) 483 3 6 10 5 24 11 9 6 11 38 30

Cumulative effect of change in accounting principle 0 0 0 0 15 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

(Gain) from disposals of property and equipment (7) (2) (17) 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

Tax benefit from exercise of stock options NR NR NR NR 18 20 43 36 62 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Stock-based compensation NR NR NR NR NR NR NR 32 37 103 101 99 101 98 105 40 24 23 0 87 0 0 0 0 0 0 0 0 0 0 0

Changes in working capital items:

Receivables (267) (294) (405) 60 (88) (197) (307) (235) (319) (323) (447) 762 (906) (400) (254) 3 (506) 223 84 (196) (23) (49) (75) (40) (186) (85) (71) (50) (90) (296) (235)

Other current assets (102) (156) 71 (112) 63 39 10 (26) (38) (85) (237) (196) 276 (114) (231) 147 (53) 19 205 318 (3) (7) (11) (6) (27) (12) (10) (7) (13) (43) (34)

Increase in pension assets and liabilities, net NR NR NR (33) (13) (854) 155 (118) (71) (69) (273) (913) (611) (169) (453) 0 0 0 (53) (53) (420) 49 75 40 (256) (382) 64 45 82 (190) 213

Accounts payable and other operating liabilities 451 556 108 56 (37) 252 841 365 346 66 190 (628) 710 370 144 (474) 129 (225) 681 111 (108) 188 86 45 212 (43) 220 56 103 336 267

Other, net (33) (19) (38) (3) 2 (4) (33) 11 (54) (30) (80) (27) (47) (19) (41) (14) 0 (5) 14 (5) 5 11 18 9 44 20 17 12 21 70 55

Total change in net working capital 48 86 (265) (32) (73) (764) 666 (3) (136) (441) (847) (1,002) (578) (332) (835) (338) (430) 12 932 176 (548) 193 92 49 (213) (502) 220 56 103 (123) 267

Net cash provided by operations 1,605 1,772 1,625 2,044 2,228 1,871 3,020 3,117 3,676 3,563 3,465 2,753 3,138 4,041 4,835 903 815 1,258 2,265 5,241 663 1,499 1,365 1,533 5,061 928 1,738 1,521 1,785 5,972 6,779

Investing activities

(1,880) (1,770) (1,627) (1,893) (1,615) (1,511) (1,271) (2,236) (2,518) (2,882) (2,947) (2,459) (2,816) (3,434) (4,007) (972) (916) (542) (1,270) (3,700) (1,000) (1,000) (1,000) (1,000) (4,000) (1,125) (1,125) (1,125) (1,125) (4,500) (4,700)

Sale-leaseback transactions 323 81 0 237 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

Reimbursements of A300 and MD11 deposits 107 67 24 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 dispositions 163 196 165 37 27 22 18 12 64 68 0 0 0 111 74 12 8 25 0 45 0 0 0 0 0 0 0 0 0 0 0

Business acquisitions, net of cash acquired 0 0 (257) (477) (35) 0 (2,410) (122) 0 (1,310) (4) (3) 0 (96) (116) (483) 0 0 0 (483) 0 0 0 0 0 0 0 0 0 0 0

Other, net (0) (23) (13) (17) 11 (1) 1 (2) 0 0 54 79 35 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Net cash (used in) provided by investing activities (1,288) (1,449) (1,708) (2,113) (1,612) (1,490) (3,662) (2,348) (2,454) (4,124) (2,897) (2,383) (2,781) (3,419) (4,049) (1,443) (908) (517) (1,270) (4,138) (1,000) (1,000) (1,000) (1,000) (4,000) (1,125) (1,125) (1,125) (1,125) (4,500) (4,700)

Cash available for (required by) financing 317 323 (83) (69) 616 381 (642) 769 1,222 (561) 568 370 357 622 786 (540) (93) 741 995 1,103 (337) 499 365 533 1,061 (197) 613 396 660 1,472 2,079

Financing Activities

Proceeds from short-term borrowings 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

Principal payments on debt (534) (269) (115) (650) (320) (10) (319) (791) (369) (906) (639) (501) (653) (262) (29) (301) (116) 0 0 (417) 0 0 0 0 0 0 0 0 0 0 0

Proceeds from debt issuances 267 0 518 744 0 0 1,599 0 0 1,054 0 1,000 0 0 0 991 0 0 0 991 0 0 0 0 0 0 0 0 0 0 0

Proceeds from stock issuances 34 50 16 29 88 81 115 99 144 115 108 41 94 108 128 30 23 168 5 226 5 5 5 5 20 5 5 5 5 20 20

Excess tax benefit on the exercise of stock options 0 0 0 0 0 0 0 0 0 45 38 4 25 23 18 4 2 3 0 9 0 0 0 0 0 0 0 0 0 0 0

Purchase of treasury stock (7) (8) (607) 0 (177) (186) (179) 0 0 0 0 0 0 0 (197) (246) 0 0 0 (246) 0 0 0 0 0 0 0 0 0 0 0

Dividends (8) 0 0 0 0 (60) (66) (84) (97) (110) (124) (137) (138) (151) (164) (44) (44) (44) (44) (176) (44) (44) (44) (44) (178) (44) (44) (44) (44) (178) (178)

Other, net 0 (0) 14 0 3 1 0 0 (2) (5) 0 (7) (20) (5) 0 (9) 0 0 0 (9) 0 0 0 0 0 0 0 0 0 0 0

Net cash (used in) provided by financing activities (247) (228) (174) 122 (406) (174) 1,150 (776) (324) 193 (617) 400 (692) (287) (244) 425 (135) 127 (39) 378 (39) (39) (39) (39) (158) (39) (39) (39) (39) (158) (158)

Beginning cash balance 161 230 325 68 121 331 538 1,046 1,039 1,937 1,569 1,539 2,292 1,952 2,328 2,843 2,743 2,517 3,372 2,843 4,328 3,952 4,412 4,737 4,328 5,231 4,994 5,568 5,925 5,231 6,545

Effect of exchange rate changes on cash 19 (17) (5) 41 (27) 15 2 (13) 0 4 0 0 0 0 0 0 0 0 0 0 0

Cash used in discontinued operations (2) 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

Net increase (decrease) in cash & equivalents 68 96 (257) 53 210 207 508 (7) 898 (368) (49) 770 (335) 335 542 (115) (228) 868 956 1,481 (376) 460 326 493 903 (236) 574 357 621 1,315 1,921

Ending cash balance 230 325 68 121 331 538 1,046 1,039 1,937 1,569 1,539 2,292 1,952 2,328 2,843 2,743 2,517 3,372 4,328 4,328 3,952 4,412 4,737 5,231 5,231 4,994 5,568 5,925 6,545 6,545 8,466

Net free cash flow (after dividends) (120) 198 163 188 640 322 1,701 809 1,125 639 394 157 184 567 738 (101) (137) 697 951 1,410 (381) 455 321 488 883 (241) 569 352 616 1,295 1,901

FCF margin -0.8% 1.2% 0.9% 1.0% 3.1% 1.4% 6.9% 2.8% 3.5% 1.8% 1.0% 0.4% 0.5% 1.4% 1.7% -0.9% -1.2% 6.4% 8.4% 3.2% -3.5% 3.9% 2.8% 4.2% 1.9% -2.1% 4.7% 2.9% 4.9% 2.7% 3.7%

Per share ($0.40) $0.66 $0.55 $0.64 $2.11 $1.06 $5.60 $2.64 $3.63 $2.06 $1.26 $0.50 $0.59 $1.79 $2.33 ($0.32) ($0.43) $2.20 $2.99 $4.45 ($1.20) $1.43 $1.01 $1.54 $2.78 ($0.76) $1.79 $1.11 $1.94 $4.08 $5.99

Free cash flow (before dividends) (112) 198 163 188 640 382 1,767 893 1,222 749 518 294 322 718 902 (57) (93) 741 995 1,586 (337) 499 365 533 1,061 (197) 613 396 660 1,472 2,079

FCF margin -0.7% 1.2% 0.9% 1.0% 3.1% 1.7% 7.2% 3.0% 3.8% 2.1% 1.4% 0.8% 0.9% 1.8% 2.1% -0.5% -0.8% 6.8% 8.7% 3.6% -3.1% 4.3% 3.1% 4.5% 2.3% -1.7% 5.0% 3.3% 5.3% 3.0% 4.1%

Per share ($0.38) $0.66 $0.55 $0.64 $2.11 $1.26 $5.82 $2.91 $3.94 $2.41 $1.66 $0.94 $1.02 $2.26 $2.85 ($0.18) ($0.30) $2.33 $3.13 $5.01 ($1.06) $1.57 $1.15 $1.68 $3.34 ($0.62) $1.93 $1.25 $2.08 $4.64 $6.55

Current share price $93.17

Net FCF yield -0.4% 0.7% 0.6% 0.7% 2.3% 1.1% 6.0% 2.8% 3.9% 2.2% 1.4% 0.5% 0.6% 1.9% 2.5% 4.8% 3.0% 4.4% 6.4%

FCF yield -0.4% 0.7% 0.6% 0.7% 2.3% 1.4% 6.2% 3.1% 4.2% 2.6% 1.8% 1.0% 1.1% 2.4% 3.1% 5.4% 3.6% 5.0% 7.0%

Dividend/FCF -6.9% 0.0% 0.0% 0.0% 0.0% 15.7% 3.7% 9.4% 7.9% 14.7% 23.9% 46.6% 42.9% 21.0% 18% 11.1% 16.8% 12.1% 8.6%

CapEx, net/OCF 80.2% 80.5% 88.5% 79.2% 71.3% 79.6% 41.5% 71.4% 66.8% 79.0% 85.1% 89.3% 89.7% 82.2% 81.3% 69.7% 79.0% 75.3% 69.3%

Source: Company data and Stifel estimates

FedEx Corporation Cash Flow Statement

FY 2015

Purchases of property and equipment, including

deposits on aircraft

Proceeds from dispositions of property and 

equipment:

FY 2013 FY 2014
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Important Disclosures and Certifications

I, David G. Ross, certify that the views expressed in this research report accurately reflect my personal views
about the subject securities or issuers; and I, David G. Ross, certify that no part of my compensation was, is,
or will be directly or indirectly related to the specific recommendations or views contained in this research
report. For our European Conflicts Management Policy go to the research page at www.stifel.com.
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Rating and Price Target History for: FedEx Corporation (FDX) as of 04-23-2013

Created by BlueMatrix

Rating Key

        B - Buy                 UR - Under Review

        H - Hold               NR - No Rating

        S - Sell                 NA - Not Applicable

        I - Initiation          RS - Rating Suspended

        D - Dropped

 

For a price chart with our ratings and target price changes for FDX go to
http://sf.bluematrix.com/bluematrix/Disclosure?ticker=FDX

Stifel expects to receive or intends to seek compensation for investment banking services from FedEx Corporation in
the next 3 months.

Stifel makes a market in the securities of FedEx Corporation.

Stifel research analysts receive compensation that is based upon (among other factors) Stifel's overall investment
banking revenues.

Our investment rating system is three tiered, defined as follows:

BUY -For U.S. securities we expect the stock to outperform the S&P 500 by more than 10% over the next 12 months.
For Canadian securities we expect the stock to outperform the S&P/TSX Composite Index by more than 10% over the
next 12 months. For other non-U.S. securities we expect the stock to outperform the MSCI World Index by more than
10% over the next 12 months. For yield-sensitive securities, we expect a total return in excess of 12% over the next 12
months for U.S. securities as compared to the S&P 500, for Canadian securities as compared to the S&P/TSX
Composite Index, and for other non-U.S. securities as compared to the MSCI World Index.

HOLD -For U.S. securities we expect the stock to perform within 10% (plus or minus) of the S&P 500 over the next 12
months. For Canadian securities we expect the stock to perform within 10% (plus or minus) of the S&P/TSX Composite
Index. For other non-U.S. securities we expect the stock to perform within 10% (plus or minus) of the MSCI World
Index. A Hold rating is also used for yield-sensitive securities where we are comfortable with the safety of the dividend,
but believe that upside in the share price is limited.

SELL -For U.S. securities we expect the stock to underperform the S&P 500 by more than 10% over the next 12
months and believe the stock could decline in value. For Canadian securities we expect the stock to underperform the
S&P/TSX Composite Index by more than 10% over the next 12 months and believe the stock could decline in value.
For other non-U.S. securities we expect the stock to underperform the MSCI World Index by more than 10% over the
next 12 months and believe the stock could decline in value.
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Of the securities we rate, 48% are rated Buy, 49% are rated Hold, and 3% are rated Sell.

Within the last 12 months, Stifel or an affiliate has provided investment banking services for 19%, 14% and 3% of the
companies whose shares are rated Buy, Hold and Sell, respectively.

Additional Disclosures

Please visit the Research Page at www.stifel.com for the current research disclosures and respective target price
methodology applicable to the companies mentioned in this publication that are within Stifel's coverage universe. For a
discussion of risks to target price please see our stand-alone company reports and notes for all Buy-rated stocks.

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us
and is not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any
securities referred to herein. Opinions expressed are subject to change without notice and do not take into account the
particular investment objectives, financial situation or needs of individual investors. Employees of Stifel or its affiliates
may, at times, release written or oral commentary, technical analysis or trading strategies that differ from the opinions
expressed within. Past performance should not and cannot be viewed as an indicator of future performance.

Stifel is a multi-disciplined financial services firm that regularly seeks investment banking assignments and
compensation from issuers for services including, but not limited to, acting as an underwriter in an offering or financial
advisor in a merger or acquisition, or serving as a placement agent in private transactions. Moreover, Stifel and its
affiliates and their respective shareholders, directors, officers and/or employees, may from time to time have long or
short positions in such securities or in options or other derivative instruments based thereon.

These materials have been approved by Stifel Europe Limited, authorized and regulated by the Financial Services
Authority (UK), in connection with its distribution to professional clients and eligible counterparties in the European
Economic Area. (Stifel Europe Limited home office: London +44 20 7557 6030.) No investments or services mentioned
are available in the European Economic Area to retail clients or to anyone in Canada other than a Designated
Institution. This investment research report is classified as objective for the purposes of the FSA rules. Please contact
a Stifel entity in your jurisdiction if you require additional information.

The use of information or data in this research report provided by or derived from Standard & Poor’s Financial
Services, LLC is © 2013, Standard & Poor’s Financial Services, LLC (“S&P”). Reproduction of Compustat data and/or
information in any form is prohibited except with the prior written permission of S&P. Because of the possibility of
human or mechanical error by S&P’s sources, S&P or others, S&P does not guarantee the accuracy, adequacy,
completeness or availability of any information and is not responsible for any errors or omissions or for the results
obtained from the use of such information. S&P GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT
NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR
USE. In no event shall S&P be liable for any indirect, special or consequential damages in connection with subscriber’s
or others’ use of Compustat data and/or information. For recipient’s internal use only.

Additional Information Is Available Upon Request

© 2013 Stifel, Nicolaus & Company, Incorporated, One South Street, Baltimore, MD 21202.
© 2013 Stifel Nicolaus Canada Inc. 79 Wellington Street West, 21st Floor Toronto, ON M5K 1B7.
All rights reserved.
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