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Analysis of Sales/Earnings

4Q13 Adj. EPS Beats Lowered Street Expectations by $0.01, Down 12% Y/Y

Beat Lowered Street: Swift Transportation (SWFT: Hold; $19.92) reported adjusted 4Q13 EPS of $0.36, down
12.2% y/y but slightly above the lowered Street consensus of $0.35. The company had guided expectations down to
a range of $0.33 to $0.36 at the end of December. Revenue (excluding fuel surcharge revenue) was up 4.8% y/y.
However, the increase at the top line was more than wholly outstripped by a 250 basis point deterioration in adjusted
operating ratio y/y. The lowered guidance and miss relative to previous expectations was largely driven by
unfavorable insurance and claims expense (i.e., $0.06 unfavorable to EPS y/y).

The truckload segment generated 0.8% revenue growth (excluding fuel surcharges), while operating income
decreased 21.6% y/y from a 130 basis point unfavorable increase in operating ratio. For 2014, the company expects
an improving freight environment over what was experienced in 2013, y/y improvement in utilization, 2.0%-3.0%
increases in revenue per loaded mile (excluding fuel surcharge revenue), and a 150-200 truck increase in tractor
count.

Dedicated’s improvement was tempered in the 4Q13 by start-up expenses relating to accounts added late in
the 3Q13 and early in the 4Q13. While revenue (excluding fuel surcharges) was up 3.4% y/y, Dedicated’s adjusted
operating ratio unfavorably increased by 310 basis points y/y—leading to an operating income decrease of 17% y/y.

Swift’s Central Refrigerated segment saw solid revenue growth (excluding fuel surcharges), up 17.0% y/y,
driven by additional volume and improved pricing, a 6.2% increase in average operational tractor count and a 7.5%
increase in revenue per truck per week (excluding fuel surcharge revenue). Adjusted operating ratio unfavorably
increased 390 basis points y/y on higher insurance costs and start-up costs relating to new dedicated business. For
2014, management is targeting a 200 unit increase in truck count and a Central/Swift systems integration on
February 1, 2014—which they believe will unlock the previously identified acquisition related synergies.

Intermodal showed the largest improvement of the company’s reportable segments, as adjusted operating
ratio improved 380 basis points y/y after excluding the impact of a large drayage accident in 4Q12 (570 bps) and a
2008 claim settlement in 4Q13 (240 bps). Intermodal segment revenue (also excluding fuel surcharges) increased
2.8% y/y as the company handled 2.3% more loads y/y using a fleet of domestic containers that was, on average,
1.0% larger on a y/y basis. For 2014, the company is again endeavoring to improve utilization and is aiming to grow
volume by 10%-20% without adding any additional containers—though they remain open to doing so if necessary.

Balance sheet continues to improve. The company continues to pay down debt faster than promised. At the end
of 4Q13, the company’s leverage ratio stood at 2.52x, down from a pre-acquisition ratio of 2.78x at the end of 4Q12.
The company remains committed to their goal of a 1.50 leverage ratio by the end of 2017 and have guided debt
reduction to be at the high end of their previously disclosed annual range of $50-100 million.

Management is targeting annualized adjusted EPS growth of 15% for 2014 off of a recast adjusted EPS of
$1.23 with lower returns in the first half of the year, followed by accelerating growth in 2H14. Our EPS estimates
(prior to the company’s earnings release) called for y/y EPS growth of 13.8% in 2014 and 13.6% in 2015—or EPS of
$1.32 and $1.50, respectively.

Our current rating is Hold. Our model and rating are under review and we plan to publish a full note after listening
to the company’s conference call at 10:00am EST today (for those who wish to listen in, the dial in number is
877-897-8479 and the conference ID is 33277930). Our current fair value estimate is $23 (or 15.0x our 2015 EPS
estimate of $1.50) and currently provides over 15% upside potential over the coming year.

Price is as of the close, 1/27/2014.
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Swift Transportation reported adjusted 4Q13 EPS of $0.36, down 12.2% y/y but slightly above the lowered
Street consensus of $0.35 Our Stifel estimate had been slightly lower at $0.34. The 19 analysts publishing quarterly
EPS estimates for the company had carried 4Q13 EPS estimates ranging from a low of $0.34 to a high of $0.36 after
the company guided expectations down to a range of $0.33 to $0.36 at the end of December—the Street consensus
had been $0.41 prior to that release. Revenue (excluding fuel surcharge revenue) was up 4.8% y/y. However, the
increase at the top line was more than wholly outstripped by a 250 basis point deterioration in adjusted operating ratio
y/y. The lowered guidance and miss relative to previous expectations was largely driven by unfavorable insurance and
claims expense (i.e., $0.06 unfavorable to EPS y/y).

The truckload segment generated 0.8% revenue growth (excluding fuel surcharges), while operating income
decreased 21.6% y/y from a 130 basis point unfavorable increase in operating ratio. The operational fleet of
tractors decreased 1.4% y/y due to the movement of 250 tractors from the Truckload segment to the Dedicated
segment. To the positive, revenue per loaded mile (excluding fuel surcharge revenue) increased 2.6% y/y, but was
partially offset by a 0.4% decrease in utilization—measured in terms of loaded miles per tractor per week and due in
part to the newly implemented Hours-of-Service regulations—and a 110 basis point unfavorable increase in deadhead
percentage (from 11.3% in 4Q12 to 12.4% in 4Q13). For 2014, the company expects an improving freight environment
over what was experienced in 2013, y/y improvement in utilization (weighted towards the 2H14 as the company will
begin to lap the July 1, 2013 implementation of the new Hours-of-Service regulations), 2.0%-3.0% increases in revenue
per loaded mile (excluding fuel surcharge revenue), and a 150-200 truck increase in tractor count.

Dedicated’s improvement was tempered in the 4Q13 by start-up expenses relating to accounts added late in
the 3Q13 and early in the 4Q13. While revenue (excluding fuel surcharges) was up 3.4% y/y, Dedicated’s operating
ratio (net of fuel surcharge revenue) unfavorably increased by 310 basis points y/y—leading to an operating income
decrease of 17% y/y. Fleet size increased 7% y/y (primarily from the aforementioned contract wins and new business,
which transferred tractors from truckload to dedicated), while revenue per tractor per week (net of fuel surcharge) was
down 3.3% y/y.

Swift’s Central Refrigerated segment saw solid revenue growth (excluding fuel surcharges), up 17.0% y/y ,
driven by additional volume and improved pricing, a 6.2% increase in average operational tractor count and a 7.5%
increase in revenue per truck per week (excluding fuel surcharge revenue). The division’s empty miles percentage
increased 60 basis points y/y, primarily due to a new piece of short haul dedicated business added in the 2Q13.
Adjusted operating ratio unfavorably increased 390 basis points y/y on higher insurance costs and start-up costs
relating to the aforementioned piece of new dedicated business. For 2014, management is targeting a 200 unit
increase in truck count and a Central/Swift systems integration on February 1, 2014—which they believe will unlock the
previously identified acquisition related synergies.

Intermodal showed the largest improvement of the company’s reportable segments, as adjusted operating
ratio improved 380 basis points y/y after excluding the impact of a large drayage accident in 4Q12 (570 bps) and a
2008 claim settlement in 4Q13 (240 bps).Intermodal segment revenue (also excluding fuel surcharges) increased 2.8%
y/y as the company handled 2.3% more loads y/y using a fleet of domestic containers that was, on average, 1.0%
larger on a y/y basis. In addition, revenue (excluding fuel surcharges) per load increased 0.9% y/y. For 2014, the
company is again endeavoring to improve utilization and is aiming to grow volume by 10%-20% without adding any
additional containers—though they remain open to doing so if necessary.

Other revenue (Logistics, Brokerage, and revenue generated from support services to customers and
owner-operators) grew 10.5% y/y driven by increases in Brokerage revenue and services provided to owner
operators.

The company’s balance sheet continues to improve. The company continues to pay down debt faster than
promised. At the end of 4Q13, the company’s leverage ratio stood at 2.52x, down from a pre-acquisition ratio of 2.78x
at the end of 4Q12. The company remains committed to their goal of a 1.50 leverage ratio by the end of 2017 and have
guided debt reduction to be at the high end of their previously disclosed annual range of $50-100 million.

Management is targeting annualized adjusted EPS growth of 15% for 2014 off of a recast adjusted EPS of $1.23
with lower returns in the first half of the year, followed by accelerating growth in 2H14.Our EPS estimates (prior to the
company’s earnings release) called for y/y EPS growth of 13.8% in 2014 and 13.6% in 2015—or EPS of $1.32 and
$1.50, respectively.
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Our current rating is Hold. Our model and rating are under review and we plan to publish a full note after listening to
the company’s conference call at 10:00am EST today (for those who wish to listen in, the dial in number is
877-897-8479 and the conference ID is 33277930). Our current fair value estimate is $23 (or 15.0x our 2015 EPS
estimate of $1.50) and currently provides over 15% upside potential over the coming year
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Important Disclosures and Certifications

I, John G. Larkin, certify that the views expressed in this research report accurately reflect my personal views
about the subject securities or issuers; and I, John G. Larkin, 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: Swift Transportation Company (SWFT) as of 01-27-2014

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 SWFT go to
http://sf.bluematrix.com/bluematrix/Disclosure?ticker=SWFT

Swift Transportation Company is a client of Stifel or an affiliate or was a client of Stifel or an affiliate within the past 12
months.

Swift Transportation Company is provided with non-securities related services by Stifel or an affiliate or was provided
with non-securities related services by Stifel or an affiliate within the past 12 months.

Stifel expects to receive or intends to seek compensation for investment banking services from Swift Transportation
Company in the next 3 months.

Stifel makes a market in the securities of Swift Transportation Company.

Stifel or an affiliate has received compensation for non-securities related services from Swift Transportation Company
in the past 12 months.

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
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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.

Of the securities we rate, 49% are rated Buy, 49% are rated Hold, and 2% are rated Sell.

Within the last 12 months, Stifel or an affiliate has provided investment banking services for 19%, 9% and 0% of the
companies whose shares are rated Buy, Hold and Sell, respectively.

Additional Disclosures

Stifel acted as a financial advisor to Central Refrigerated Transportation, Inc. in connection with its acquisition by Swift
Transportation Company.

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 Conduct
Authority (FCA) in the 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 FCA rules.
Please contact a Stifel entity in your jurisdiction if you require additional information.

Additional Information Available Upon Request

© 2014 Stifel, Nicolaus & Company, Incorporated, One South Street, Baltimore, MD 21202.
© 2014 Stifel Nicolaus Canada Inc. 79 Wellington Street West, 21st Floor Toronto, ON M5K 1B7.
All rights reserved.
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