
Swift Transportation Co., headquartered in Phoenix, AZ, is a $4 billion

transportation services provider, and one of North America's largest

asset-based truckload carriers.

Buyers after Friday's -18% pullback. Below-consensus 2Q14 operating result

(in-line EPS helped by gains) and lowered 2014 outlook on intensifying driver

recruitment/retention issues, limiting fleet productivity and adding pressure to

margins. Lack of operating leverage from strengthening pricing growth during 2014

a surprise to investors; however, we believe continued improvement in truckload

fundamentals likely, leaving SWFT's long-term investment thesis intact. Near-term

sentiment challenged given recent EPS misses, but valuation at current levels

(14.0x NTM P/E) appears compelling versus peers' 19.6x average.

■ 2Q14 EPS. Adjusted EPS of $0.33 (-6% yoy) consistent with our

consensus-matching estimate, but gains on equipment sales contributed ~$0.03

relative to expectations.

■ Full-year 2014 EPS guidance lowered. Adjusted 2014 EPS guidance of

$1.24-1.33 lowered from $1.31-1.41, below recent $1.34 consensus. Inflationary

cost pressures from an increasingly challenging driver market driving the

shortfall, a risk we highlighted in early July. Guidance also assumes an

incremental $6-8 million (~$0.03/sh) contribution from gains in 2H14 ($10-12

million total, from an estimated $4 million).

- 3Q14 EPS guidance below consensus: $0.33-0.37 versus below $0.40

consensus.

- 4Q14 EPS guidance (unnecessarily) aggressive: $0.47-0.52, capturing

recent $0.49 consensus and aided by freight seasonality, pricing gains,

operational improvements and new business wins.

■ Reducing 2014/2015 EPS estimates to $1.29/1.59; see our reconciliation to

2015 EPS on page 3.

■ Buyers after Friday's pullback. SWFT's near-term catalysts admittedly limited

given 1) technical break of its 200-day moving average, and 2) questions around

management's ability to manage portfolio and investor expectations following

several consecutive EPS misses. However, we see credible support for the stock

given:

- Strengthening pricing growth provides a silver lining. Core Truckload yield

(revenue/loaded mile) growth accelerated to +3.7% yoy in 2Q14, and

management expects +4-5% yoy growth in 2H14. Accelerating pricing growth

needed to offset greater-than-expected inflationary cost pressure from driver

wages but is also a fundamental catalyst to the stock and the truckload group

broadly.

- Industry remains at the front end of a potential multi-year truckload story,

and we still believe SWFT’s model is the most favorably positioned to benefit

were one were to develop given: 1) its growth potential in

Dedicated/Intermodal, 2) potential margin improvement through productivity

and pricing gains in its Truckload segment, and 3) valuation multiple expansion

from continued balance sheet deleveraging.

- Current valuation (14.0x NTM P/E) appears compelling relative to peer's

average (19.6x).
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Stock Data

Rating: Outperform

Suitability: Higher Risk

Price Target/Previous: $27/$30

Price (7/25/14): $21.20

Market Cap (mil): $3,040

Shares Out (mil): 143.4

Average Daily Vol (mil): 1.77

Dividend Yield: 0.0%

Estimates

FY Dec 2013A 2014E 2015E

Q1 0.24 A 0.12 A

Q2 0.35 A 0.33 A

Q3 0.29 A 0.36 E

Q4 0.36 A 0.47 E

Fiscal EPS 1.23 A 1.29 E 1.59 E

Previous Est 1.33 E 1.73 E

Fiscal P/E 17.2x 16.4x 13.3x

Chart/Table Sources: Bloomberg and Baird Data

EPS (Net): EPS excludes customer intangibles, interest rate

swaps; non-cash pre-IPO expenses

https://baird.bluematrix.com/docs/html/b96e389c-3d71-4769-ae3a-ff1a25e5058f.html?


Details

Continued patience required, but we believe SWFT's attractive long-term positioning remains

in place. 2Q14 EPS met our consensus-matching estimate (helped by $0.03 in gains), but full-year

2014 EPS guidance was lowered due to inflationary cost pressures from an increasingly challenging

driver market--a key risk we highlighted in July Freight Flows. At that time, we spoke of needing

patience on SWFT into 2Q14 results, and patience will continue to be required: on a technical basis,

SWFT failed its 200-day moving average ($23.31) on Friday, closing at $21.20. In addition, SWFT will

also have to deal with management credibility gap after four consecutive quarterly EPS misses and

another 2014 guidance reduction.

However, there are two points that we believe credibly support the stock: 1) pricing growth is expected

to accelerate in 2H14 (to +4-5% yoy), which is expected to mitigate the cost pressures into year-end

2014; and 2) we believe the truckload industry remains in front of a potential multi-year upcycle, to

which SWFT remains favorably positioned (growth in Dedicated/Intermodal, potential margin

improvement through productivity and pricing gains, balance sheet deleveraging). We recommend

using Friday's pullback as an entry point, understanding that the story is shifting from one of a

beat-and-raise (2013's theme) to now a "show-me" story and near-term catalysts are limited. However,

seasonal demand strengthening in September and into 4Q14, attaining 3Q14 and 4Q14's guidance

and clarity to accelerating EPS growth in 2015 are catalysts to the stock into year-end. And after

Friday's pullback, SWFT's valuation is once again compelling (14.0x NTM P/E, versus the recent

truckload group average of 19.6x).

Why is driver wage inflation affecting SWFT more than other truckload carriers? Questions

about management's ability to properly manage both an expanding product portfolio and investor

expectations have risen given SWFT's recent string of EPS misses. Our view is somewhat

sympathetic, given the reasons for the misses have been outside of SWFT's control: 3Q13 due to a

weak freight environment affecting transports broadly, 4Q13 due to higher insurance & claims

expenses, 1Q14 due to weather and 2Q14 due to intensifying driver competition.

Why is driver wage inflation affecting SWFT more than other truckload carriers? We see a few

reasons: at ~16,500 units, SWFT has the largest truck fleet in the industry, leaving them vulnerable to

rising driver pay, diseconomies of scale managing the driver base and competing carriers looking for

available drivers. In addition, SWFT's Dedicated exposure (4,400 units) leaves it more vulnerable to

cost inflation that exceeds expectations than carriers with proportionally lower Dedicated fleet

exposure. SWFT is addressing the driver availability issue by issuing its largest increase to driver pay

(an undisclosed amount) in its history during 3Q14, while simultaneously readdressing rates with

customers in order to recoup the higher wages.

The silver lining: contractual rate growth acceleration set to resume in 2H14. Core Truckload

yield (revenue/loaded mile) growth accelerated to +3.7% yoy in 2Q14, and management expects

+4-5% yoy growth in 2H14 given the tightness in industry capacity and efforts to recoup rising driver

wages. After normalizing during May (when dry van spot rate growth decelerated to +3% yoy after

peaking at +25% yoy in February), spot conditions tightened again in June (into which spot rate growth

accelerated to +9% yoy to end the month). Conditions have remained above seasonal in July (see

Figure 1 below), supporting continued strengthening in spot rate growth (+16% yoy in mid-July) and

providing the basis for a continuation of accelerating contractual rate growth in 2H14. Accelerating

pricing growth is needed to offset rising inflationary cost pressure from driver recruitment/retention

issues, but it is also a fundamental catalyst to the stock and the truckload group broadly (see Figure

2).
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Bridging the gap to 2015 EPS. We are reducing our 2015 EPS estimate to $1.59 (from $1.73 and

versus recent $1.71 consensus). Estimated year-over-year growth of +24% is well above SWFT's

stated long-term EPS growth target of +15%. Our bridge from 2014 to 2015 EPS is as follows:

■ Roughly $0.12 in "one-time expenses" in 1H14 ($0.06 from weather in 1Q14, $0.03 from Central

integration and $0.03 from Dedicated start-up costs and resulting lost Truckload revenue), offset by

roughly $0.05 in lower assumed incremental gains in 2015.

■ From a "pro forma" EPS of $1.36 in 2014 (our $1.29 estimate, less the $0.05 in gains plus $0.12 in

"one-time" expenses during 2014), we assume roughly 6% yoy core EPS growth to arrive at ~$1.45

in 2015 EPS.

■ Plus, an incremental ~$0.14 in assumed accretion from the anticipated refinancing of the remaining

balance of the $500 million Senior Second Priority Secured Notes (yielding 10.00%).

Buyers after Friday's -18% pullback. As mentioned, SWFT's current valuation is compelling (14.0x

NTM P/E, versus the recent truckload group average of 19.6x) after Friday's pullback. We are buyers

relative to our lowered $27 price target, which reflects 16x our forward EPS estimate, one year out, a

target multiple reduced from 16.5x to reflect our expectation for gradually compressing truckload

industry multiples in upcoming quarters (see Figure 3 below). While we recognize that the group's

expected multiple compression during 2H14 can present a headwind, we believe 1) SWFT's pullback

discounts this risk given its relative valuation to the group, and 2) outperformance for the group can

continue provided fundamentals continue to strengthen--which SWFT's 2H14 pricing growth outlook

suggests.

Now, the focus turns to the potential multi-year industry consolidation theme. Current conditions

create the potential for a period of truckload industry consolidation similar to that during the early

2000s. The confluence of the Federal Motor Carrier Safety Administration (FMCSA) -led regulatory

changes: its Compliance, Safety, and Accountability (CSA) initiative, introduced in December 2010;

new drivers' Hours-of-Service rules, introduced in July 2013; and the proposed industry-wide mandate

of Electronic Logging Devices (ELDs), which could become effective in late 2016, could lead to

industry consolidation this cycle and a multi-year period of pricing above inflation for large TL carriers.

The ELD program in particular has the potential to tie together the FMCSA's prior two initiatives and

lead to a meaningful level of capacity reduction (through fleet productivity restrictions) and attrition in

the industry. In totality, SWFT's competitor WERN believes the cumulative effect of the three series of

initiatives (CSA, HOS and ELDs) could reduce industry capacity by 10%. We believe that such a level

of attrition in industry capacity could lead to greater concentration of share by the large TL carriers

(presently, the largest 10 carriers possess roughly 10% market share) and above-inflation pricing in

2015 and potentially beyond.
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FIGURE 1: SPOT DEMAND VS. AVERAGE TREND

After above-seasonal spot market trends in 4Q13 and 1Q14, trends began to normalize during May.

Spot activity strengthened seasonally in June into the seasonal demand build and ongoing

truckload capacity tightness -- which could set the stage for a resumption in accelerating rate

growth during 2H14, an incremental catalyst for the group.

Source: Industry data, Baird estimates
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FIGURE 2: TRUCKERS' RELATIVE PERFORMANCE INFLECTS WITH CORE PRICING GROWTH

Core contractual truckload pricing growth has reaccelerated in 2014 (to an estimated +3-4% yoy) following above-seasonal

spot market trends in recent quarters. Stabilizing trends toward the end of 2Q14 limit near-term catalysts. However,

inflationary cost pressures (i.e., driver wages) and incremental spot market tightness in June could support a reopening

of early 2014 bid awards and reaccelerating rate growth during 2H14 -- a potential catalyst for the group.

Source: FactSet, Baird estimates
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FIGURE 3: TRUCKLOAD STOCKS FOLLOWING SIMILAR CADENCE TO RECENT CYCLES; MULTIPLE COMPRESSION EXPECTED IN 2H14

The charts below highlight Truckload stock relative performance (left) and valuation multiples (right) over the past three cycles. 2014's

performance has closely followed that of prior Year 6's: after multiple expansion following the inflection in pricing fundamentals, we

expect the group's multiple to compress as forward estimates move higher. However, 2Q14 results limited by inflationary cost pressures

limit the magnitude of upward estimate revisions, presenting a near-term headwind for the group's relative performance.

Source: FactSet
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Detailed Summary of 2Q14 Results

Swift Transportation Company (SWFT - NASDAQ)

Quarterly Results and Variance Sheet

Quarterly Results Percent of Revenue

2Q14 2Q13 Chg BAIRD Var. 2Q14 2Q13 BAIRD

Gross Revenue 1,075,898 1,029,071 5% 1,094,211 -2%

Salary & Benefits 238,093 223,852 6% 235,121 1% 22.1% 21.8% 21.5%

Operating Supplies 84,077 78,996 6% 84,225 0% 7.8% 7.7% 7.7%

Fuel 153,677 160,886 -4% 145,169 6% 14.3% 15.6% 13.3%

Purchased Transportation 340,249 308,117 10% 349,728 -3% 31.6% 29.9% 32.0%

Rental Expense 56,135 42,996 31% 48,504 16% 5.2% 4.2% 4.4%

Insurance & Claims 33,321 33,597 -1% 35,821 -7% 3.1% 3.3% 3.3%

Depreciation 58,994 61,083 -3% 75,035 -21% 5.5% 5.9% 6.9%

Communications 7,716 5,901 31% 6,292 23% 0.7% 0.6% 0.6%

Taxes & Licenses 17,926 18,520 -3% 18,859 -5% 1.7% 1.8% 1.7%

(Gain)/Loss on Equipment Disposal (8,312) (5,143) NM (2,000) NM -0.8% -0.5% -0.2%

Operating Expenses 981,876 928,805 6% 996,752 -1% 91.3% 90.3% 91.1%

Other Inc (Exp) (28,659) (23,424) (25,163) -2.7%

Income Taxes 25,165 26,963 27,836 -10%

GAAP Net Income 40,198 49,879 44,461

Pro Forma EPS $0.33 $0.35 -6% $0.33 -1%$

Diluted Shares 143,393 141,838 1% 143,289 0%

Source: Company reports, Baird estimates

Segment Results Percent of Gross

($000) 2Q14 2Q13 Chg BAIRD Var. 2Q14 2Q13 BAIRD

Truckload 575,481 588,724 -2% 586,064 -2% 53% 57% 54%

Dedicated 223,098 182,651 22% 226,056 -1% 21% 18% 21%

Central 106,911 111,238 -4% 113,329 -6% 10% 11% 10%

Intermodal 100,911 90,994 11% 106,306 -5% 9% 9% 10%

Gross Revenue 1,075,898 1,029,071 5% 1,094,211 -2% 100% 100% 100%

Operating Ratio

Truckload 69,596 64,614 8% 64,322 8% 87.9% 89.0% 89.0%

Dedicated 21,112 24,263 -13% 25,508 -17% 90.5% 86.7% 88.7%

Central 3,662 566 547% 2,933 25% 96.6% 99.5% 97.4%

Intermodal (495) 788 NM 921 NM 100.5% 99.1% 99.1%

Operating Income 94,022 95,172 -1% 97,459 -4% 91.3% 90.8% 91.1%

Source: Company reports, Baird estimates

Truckload (54% of 2Q14 revenue)

Total revenue declined 2% yoy; revenue ex-fuel also declined 2% yoy as yield (revenue per loaded

mile, ex-fuel) improved 3.7% yoy offset by loaded mile decline of 5.5% yoy on a 7.2% smaller average

truck fleet. Beginning in 4Q13 and continuing through 2Q14, SWFT shifted trucks from its truckload

fleet into its dedicated fleet to support new business wins; SWFT also shrunk its Truckload fleet

through disposal of idled equipment, to preserve fleet utilization given driver retention issues. Core

operating ratio (ex-fuel) improved 140 bps yoy to 84.8%, likely aided by higher gains on sale.

Productivity (revenue/tractor/week) improved 5.6% yoy, on a 3.4% yoy increase revenue per total mile

and a 1.8% increase in loaded miles/truck/week.
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FIGURE 4: KEY 2Q14 TRUCKLOAD OPERATING RESULTS

YOY Change

Rev Rev/Load Fleet Margin YOY bps EPS vs.

x-fuel Vol Mile LOH Count EPS x-fuel Chg EPS Cnss* Cnss

JBHT 8% -8% 0% -6% -8% 7% 9.3% +640 0.79 0.78 1%

SWFT* -2% -6% 4% N/A -7% -6% 15.2% +140 0.33 0.33 0%

WERN 4% 3% 1% 6% -1% 1% 11.5% -10 0.35 0.35 0%

KNX* 9% 1% 6% 3% 1% 31% 21.0% +270 0.31 0.27 +15%

MRTN 5% 0% 3% 1% -2% 4% 9.2% +20 0.24 0.26 -8%

CVTI 1% -2% 4% N/A -8% NM 6.6% +200 0.25 0.19 NM

LSTR* 23% 9% 13% N/A 5% 25% 7.2% +70 0.80 0.78 3%

JBHT operating metrics reflect Truck segment results

SWFT operating metrics reflect Truckload segment results

KNX revenue, ex-fuel, estimate excludes asset-light revenue

LSTR revenue "Total Truck", incl fuel; volume and pricing growth based on BCO statistics; margin includes fuel

*Consensus EPS reflects EPS estimate immediately prior to preannouncements (KNX, SWFT)

Source: Company filings, Baird estimates

TRUCKLOAD SEGMENT DETAILS

2011 2012 Q1 Q2 Q3 Q4 2013 Q1 Q2 Q3E Q4E 2014E 2015E

Revenue Growth 12% -2% 2% 2% 3% -1% 1% -1% -2% -2% 5% 0% 3%

Revenue Growth (ex-fuel) 5% -2% 2% 4% 3% 1% 2% 0% -2% -2% 5% 0% 3%

Operating Income Growth 15% 10% -9% -5% 8% -22% -8% -25% 8% 13% 25% 8% 7%

Operating Margin 9.5% 10.8% 7.6% 11.0% 10.0% 10.4% 9.8% 5.8% 12.1% 11.5% 12.4% 10.5% 10.9%

Volume Growth* 2% -5% 0% 2% 0% -2% 0% -3% -6% -6% -2% -4% 1%

Pricing Growth (ex-fuel)** 5% 3% 2% 1% 2% 1% 2% 2% 3% 4% 7% 4% 3%

Avg Truck Count Growth 2% -9% -2% 1% 2% -1% 0% -1% -7% -7% -3% -5% 0%

Utilization*** 0% 4% 2% 2% -1% 0% 1% -1% 2% 2% 2% 1% 1%

*Volume comprised of loaded miles

**Pricing growth comprised of revenue/loaded mile ex-fuel

**Utilization comprised of miles/truck

Source: Company data, Baird estimates

Dedicated (21% of revenue)

Total revenue +22% yoy; revenue ex-fuel grew 23% yoy due to new customer growth. Revenue per

truck declined 6% yoy on a 31% higher tractor count yoy with start-ups negatively impacting revenue

per truck per week. Dedicated OR worsened 480 bps yoy to 88.5% due to new customer start-up

costs, equipment costs and workers comp expenses. SWFT expects Dedicated OR to return to

historical range of 86-87% as early as year-end as new business layers on and start-up costs

normalize. Truck count expected to grow 300-400 units in 3Q14 from 2Q14.

DEDICATED SEGMENT DETAILS

2011 2012 Q1 Q2 Q3 Q4 2013 Q1 Q2 Q3E Q4E 2014E 2015E

Revenue Growth 22% 16% 4% 0% 1% 2% 2% 8% 22% 38% 33% 25% 10%

Revenue Growth (ex-fuel) 14% 15% 3% 1% 0% 3% 2% 9% 23% 39% 34% 26% 11%

Operating Income Growth 5% 6% 31% 31% 20% -17% 13% -39% -13% 22% 46% 3% 22%

Operating Margin 11.2% 10.2% 10.6% 13.3% 11.1% 10.3% 11.3% 6.0% 9.5% 9.8% 11.3% 9.3% 10.3%

Avg Truck Count Growth 14% 13% 4% 0% 0% 7% 3% 16% 31% 38% 30% 29% 8%

Source: Company data, Baird estimates

Central (10% of revenue)

Total revenue declined 4% yoy; revenue ex-fuel declined 1% yoy. Central OR (ex-fsc) of 95.7%,

pressured 220 bps yoy due to a smaller fleet given driver retention issues and challenges stemming

from a large dedicated customer win during 2Q13. Management noted continued driver market

challenges are expected to pressure truck growth, and caused lower than average 2Q14 ending truck

count (-6% yoy). 3Q14 average operational truck count expected to be roughly 100 units below the

2Q14 average, before growing approximately 100 trucks in 4Q14.
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CENTRAL SEGMENT DETAILS

2011 2012 Q1 Q2 Q3 Q4 2013 Q1 Q2 Q3E Q4E 2014E 2015E

Revenue Growth 8% 5% 7% 11% 12% 9% 0% -4% -9% -5% -4% 3%

Revenue Growth (ex-fuel) 8% 6% 10% 15% 18% 12% 2% -1% -8% -5% -3% 4%

Operating Income Growth 86% 27% -12% -24% -42% -17% -49% -35% 160% 189% 48% 21%

Operating Margin 3.6% 5.1% 4.4% 5.1% 3.0% 3.2% 3.9% 2.3% 3.4% 8.5% 9.8% 6.1% 7.1%

Volume Growth* 4% 2% 6% 3% 6% 4% -9% -13% 5% 6% -3% 4%

Pricing Growth (ex-fuel)** 4% 4% 4% 11% 12% 8% 13% 13% -13% -11% -1% -1%

Avg Truck Count Growth 5% 7% 10% 9% 9% 9% 6% -6% -10% -7% -4% -1%

Utilization*** 0% -5% -4% -5% -3% -4% -14% -7% 17% 14% 2% 6%

*Volume comprised of loaded miles

**Pricing growth comprised of revenue/loaded mile ex-fuel

**Utilization comprised of miles/truck

Source: Company data, Baird estimates

Intermodal (9% of revenue)

Total revenue grew 11% yoy to $101 million in 2Q14 as core revenue (ex-fuel) improved 12% yoy to

$81 million. Core revenue growth was a factor of 11% yoy volume (loads) growth and 1% yield

(revenue per load) improvement. OR (ex-fuel) declined 170 bps yoy to 100.6% on increased insurance

and drayage costs. SWFT expects to add 500 containers toward the end of 3Q14 to accommodate

new business awards. As SWFT continues to grow its scale, profitability initiatives focused on

improving capacity utilization (loads/container), lane balance (through targeted growth), and drayage

cost efficiency will over time allow SWFT to improve intermodal returns, and the company expects the

segment to be profitable in 2H14. Notably, the in-house drayage fleet grew 46% yoy, and over 70% of

drayage is now completed with SWFT power.

INTERMODAL SEGMENT DETAILS

2011 2012 Q1 Q2 Q3 Q4 2013 Q1 Q2 Q3E Q4E 2014E 2015E

Revenue Growth 12% 42% 13% 6% 5% 1% 6% 10% 11% 11% 16% 12% 16%

Revenue Growth (ex-fuel) 6% 42% 12% 7% 6% 3% 7% 12% 12% 12% 16% 13% 16%

Operating Income Growth -46% -311% -58% 459% -168% -941% -187% -42% -163% 11% 24% 13% 177%

Operating Margin 1.3% -1.8% -1.9% 0.9% 1.6% 4.7% 1.5% -1.0% -0.5% 1.6% 5.0% 1.5% 3.6%

Volume Growth* 0% 38% 10% 5% 5% 3% 6% 8% 11% 11% 15% 11% 14%

*Volume comprised of loads

Source: Company data, Baird estimates

Balance Sheet and Cash Flow

SWFT ended 2Q14 with $152 million in cash ($74 million unrestricted). On the debt side, SWFT ended

2Q14 with a net debt balance of $1.45 billion, down from 1Q14 as a result of repayments. SWFT’s

debt/capitalization ratio was 78% with a net leverage ratio of 2.51x. SWFT intends to repay roughly

$100 million of debt in 2014. SWFT generated $81 million in free cash flow during 2Q14 on $107

million cash from operations and $26 million net cash capital expenditures. We estimate net cash

capital expenditures of ~$230 million in both 2014 and 2015, supporting free cash flow of $145 million

and $217 million, respectively, supporting continued balance sheet deleverating. However, while

SWFT does not have an existing share repurchase authorization approved by its board of directors, its

new credit agreement allows for repurchases and the board appears open to the potential of using

excess cash to buy back stock.
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BALANCE SHEET AND CASH FLOW ($millions)

2011 2012 Q1 Q2 Q3 Q4 2013 Q1 Q2 Q3E Q4E 2014E 2015E

Net Income 91 115 23 43 44 45 155 12 40 49 65 166 221

D&A 245 227 56 57 69 67 250 63 62 64 68 257 227

Other 66 112 26 32 3 26 87 (6) (16) 12 12 2 10

Working Capital (61) (6) 6 2 (6) (42) (39) 7 22 (39) (39) (50) (10)

Cash Flow from Operating 340 447 111 135 110 97 453 76 107 87 106 376 448

Capital Expenditures (Gross) (250) (314) (62) (103) (73) (81) (318) (60) (75) (82) (82) (300) (300)

Cash Flow from Investing (150) (169) (26) (63) (187) (15) (291) (25) (21) (87) (87) (219) (231)

Issuance (Repayment) of Debt (net) (217) (307) (71) (29) (17) (80) (196) (47) (211) (25) (18) (300) (100)

Sales (Repurchase) of Stock (net) 63 - - - - - - - - - - - -

Cash Flow from Financing (156) (306) (100) (67) 84 (74) (156) (64) (59) (25) (43) (191) (100)

Ending Cash Balance 154 128 114 113 126 136 136 119 152 127 103 103 220

Ending Debt Balance 1,769 1,637 1,506 1,491 1,671 1,603 1,603 1,535 1,521 1,496 1,478 1,478 1,378

Debt / Total Cap (incl Op leases) 94% 85% 86% 84% 88% 86% 86% 85%

Source: Company data, Baird estimates

Investment Thesis

Current thoughts. 2Q14 EPS met our consensus-matching estimate (helped by $0.03 in gains), but

full-year 2014 EPS guidance was lowered due to inflationary cost pressures from an increasingly

challenging driver market--a key risk we highlighted in July Freight Flows. At that time, we spoke of

needing patience on SWFT into 2Q14 results, and patience will continue to be required: on a technical

basis, SWFT failed its 200-day moving average ($23.31) on Friday, closing at $21.20. In addition,

SWFT will also have to deal with management credibility gap after four consecutive quarterly EPS

misses and another 2014 guidance reduction. However, there are two points that we believe credibly

support the stock: 1) pricing growth is expected to accelerate in 2H14 (to +4-5% yoy), which is

expected to mitigate the cost pressures into year-end 2014; and 2) we believe the truckload industry

remains in front of a potential multi-year upcycle, to which SWFT remains favorably positioned (growth

in Dedicated/Intermodal, potential margin improvement through productivity and pricing gains, balance

sheet deleveraging). We recommend using Friday's pullback as an entry point, understanding that the

story is shifting from one of a beat-and-raise (2013's theme) to now a "show-me" story and near-term

catalysts are limited. However, seasonal demand strengthening in September and into 4Q14, attaining

3Q14 and 4Q14's guidance and clarity to accelerating EPS growth in 2015 are catalysts to the stock

into year-end. And after Friday's pullback, SWFT's valuation is once again compelling (14.0x NTM

P/E, versus the recent truckload group average of 19.6x).

New operating philosophy supporting substantive improvement in profitability. An intense focus

on profitability, instigated by new leadership within Swift and necessitated by heavy debt levels amid a

deep recession, supported meaningful operational improvement in recent years. SWFT continues to

focus on three drivers of improvement: profitable revenue growth, improved asset utilization, and cost

controls. During the previous cycle, SWFT’s peak operating ratio was 92.2%, achieved in 2006. During

2010, SWFT achieved a 90.6% OR; given real industry pricing growth and sustainable operational

improvements, a mid-80s OR is achievable. Every 100 bps operating margin improvement generates

roughly $0.18 in EPS.

“Perfect Storm” creates the potential for significant industry capacity constraints. Industry

fundamentals are facing a “perfect storm” of sustained truckload capacity constraints. Conditions

supporting the perfect storm include an industry fleet age at generational highs, regulatory changes

(both CSA 2010 and Hours of Service revisions), tighter credit standards, unhealthy carrier balance

sheets, and rising operating costs (truck prices, driver pay). Given more than two-thirds of SWFT’s
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overall revenue is directly linked to general, over-the-road truckload trends, we believe the company is

well positioned to capitalize on this looming inflection point for truckload fundamentals.

SWFT’s size and scale an advantage in an increasingly capacity-constrained environment. Swift

is the largest asset-based truckload carrier in North America, with 34 major terminals in the US and

Mexico. We expect the large, well-run truckload carriers to disproportionately benefit from an

increasingly capacity-constrained environment as shippers rely on larger carriers as primary sources

of reliable capacity. Previous cycles rewarded scale players with market share gains and revenue

growth. But this cycle represents the first opportunity for scale benefits to materialize at the operating

profit level.

Diversifying revenue base toward higher-growth, less asset-intensive channels. Like many

traditional truckload operators, Swift is also expanding complementary, less asset-intensive service

offerings to drive growth and reduce capital commitments. Areas include: 1) diversification into

intermodal, port drayage, dedicated, cross-border Mexico, and freight brokerage and logistics; 2)

improved utilization of existing fleet and independent owner-operators; and 3) strategic acquisitions.

Seasoned management team. SWFT’s senior leadership team has an average of nearly 20 years'

industry experience among its 12 members. Founder and CEO Moyes provides a deep understanding

of Swift’s customer relationships. Richard Stocking has held various positions within Swift over the

past 19 years, and has executed many of the operational changes driving the improvement to

profitability since being appointed President and COO in January 2009; and Virginia Henkels (CFO

since May 2008) joined Swift in 2004 following various leadership positions at Honeywell.

Valuation. Our $27 price target reflects 16x our forward EPS estimate, one year out (including

accretion from note call in November 2014), an ~18% valuation discount to high-quality TL peers’

19.6x current average multiple on NTM EPS given SWFT’s leverage and recent inconsistent

results—a discount we expect to narrow. Alternatively, 16x our forward EPS multiple, one year out, is

above SWFT's 14.6x multiple from 2004-2007. Our $27 price target is 8.2x EV/forward EBITDA,

similarly above SWFT's 5.8x EV/EBITDA from 2003-2007 prior to its May 2007 LBO. We believe our

target multiples are appropriate given SWFT's demonstrated operational improvement and ongoing

deleveraging, with further upside potential given continued execution of its strategy and/or a

strengthening macroeconomic environment.

Risks & Caveats

Limited financial flexibility. As of 1Q14, SWFT carried $1.49 billion in debt and a Debt/EBITDA ratio

of 2.54x. Additionally, SWFT’s ability to borrow is restricted by debt covenants on its existing senior

secured notes, which could negatively impact its ability to fund capital expenditures in the near term.

Sustainability of operational discipline. Investors will be focused on whether management is able to

maintain its operational discipline experienced in recent years. Inability to retain recent operational

improvement will limit margin expansion opportunity and earnings growth potential.

Acquisition risk. Swift intends to complete tuck-in acquisitions, which heightens the company’s

execution risk. Acquisitions can destroy value and divert management attention. We are cautious on

Swift’s underlying acquisition strategy.

Related-party transactions and corporate governance. CEO Moyes is affiliated with a number of

related parties with whom Swift regularly transacts. Transactions with these entities can create a

conflict of interest for Moyes and/or Swift.

Rising operating costs. The truckload industry faces numerous sources of cost inflation, including

higher equipment prices, rising driver pay, and higher maintenance and operating costs. SWFT’s

inability to offset these cost pressure through rate increases to customers can negatively impact

operating profitability.
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Customer concentration. SWFT has a high degree of customer concentration, with its five largest

customers accounting for over one-fourth of its revenue, and its top 25 customers generating over half

its revenue. Loss of key customer relationships could negatively impact productivity and operating

results.

Economic sensitivity of freight demand. As a transportation and logistics model, SWFT’s

performance is sensitive to the broader economic environment. Periods of poor economic growth will

impact SWFT’s ability to grow earnings.

Company Description

Swift is the largest truckload carrier with a fleet of roughly 18,000 trucks and 57,300 trailers. Though

primarily focused on asset-based truckload transportation, Swift provides a variety of transportation

services including dry van, dedicated, flatbed, and refrigerated truckload, as well as intermodal rail,

port drayage, cross-border Mexico/US transit and brokerage/logistics services. The company began

an operating model transformation in 2008 with impressive results; from 2007-2010 SWFT led its

peers in operating margin improvement despite a roughly 9% revenue contraction. By focusing on

three parameters (profitable revenue growth, improved asset utilization, and cost controls), we believe

SWFT can drive toward a mid-80s OR next cycle. The company finished 2013 with $4.1 billion in

revenue and an operating ratio of 91.3%.
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Income Statement ($ millions) Robert W. Baird & Co.

2006 2007 2008 2009 2010 2011 1Q12 2Q12 3Q12 4Q12 2012 1Q13 2Q13 3Q13 4Q13 2013 1Q14 2Q14 3Q14E 4Q14E 2014E 2015E

Revenue

Truckload 2,079       2,336       551 575          565          591          2,282       560 589          579         585          2,313       553 575 568          616          2,312       2,388       

Dedicated 514          625          172 182          183          188          724          179 183          185         193          739          194 223 254          256          927          1,023       

Central 447          101 104          104          107          416          106 111          115         120          453          107 107 105          114          433          446          

Intermodal 212          238          74 86            92            104          355          83 91            96           105          376          91 101 107          122          422          488          

Gross Revenue 3,174 3,264 3,400 2,571 2,930 3,779 944 992 993 1,048 3,976 982 1,029 1,032 1,075 4,118 1,008 1,076 1,097 1,188 4,370 4,666

Growth (%) -1% 3% 4% -24% 14% 29% 10% 3% 2% 7% 5% 4% 4% 4% 3% 4% 3% 5% 6% 11% 6% 7%

Growth (x-fuel surcharge, %) -3% 3% -4% -14% 9% 18% 8% 4% 3% 17% 8% 4% 5% 4% 5% 5% 4% 5% 7% 11% 7% 7%

Expenses    

Salary & Benefits 905 949 893 729 741 861 219 218 219 225 880 226 224 220 233 904 229 238 234 254 955 1,013

Operating Supplies 269 286 272 210 218 282 66 74 75 75 290 72 79 85 83 319 81 84 87 82 334 358

Fuel 634 699 769 386 469 699 169 162 169 168 669 168 161 161 150 640 156 154 161 163 634 666

Purchased Transportation 586 630 741 620 771 1,055 277 298 306 314 1,195 292 308 318 337 1,256 319 340 342 375 1,377 1,469

Rental Expense 57 78 77 80 77 122 33 36 39 41 149 41 43 46 50 180 52 56 47 59 214 241

Insurance & Claims 159 127 142 81 87 111 34 29 29 29 122 32 34 35 42 142 42 33 36 39 150 160

D&A 231 282 276 254 219 236 59 59 58 59 236 59 61 62 60 243 60 59 64 68 252 227

Communications 29 29 30 25 25 28 7 7 7 6 26 7 6 7 6 26 7 8 7 7 29 31  

Operating Taxes & Licenses 59 66 68 57 56 72 18 18 17 18 72 18 19 19 19 74 18 18 19 20 75 77  

(Gains) Losses (2) (1) (6) (2) (8) (9) (3) (5) (4) (4) (17) (3) (5) (6) (9) (23) (3) (8) (5) (5) (21) (8)

Total Expenses 2,927 3,149 3,260 2,439 2,655 3,457 880 897 915 929 3,622 912 929 948 973 3,761 962 982 992 1,062 3,998 4,235
Growth (%) -2% 8% 4% -25% 9% 30% 9% 1% 3% 6% 5% 4% 4% 4% 5% 4% 6% 6% 5% 9% 6% 6%

Op Ratio 92.2% 96.5% 95.9% 94.8% 90.6% 91.5% 93.3% 90.4% 92.2% 88.7% 91.1% 92.9% 90.3% 91.8% 90.5% 91.3% 95.4% 91.3% 90.4% 89.4% 91.5% 90.8%  

Op Ratio (x-fuel surcharge) 90.9% 95.9% 94.8% 94.2% 89.0% 89.1% 91.6% 88.0% 90.4% 85.9% 88.9% 91.1% 88.0% 89.9% 88.3% 89.3% 94.3% 89.3% 88.3% 87.0% 89.6% 88.7%  

EBITDA 478 397 415 386 493 559 123 154 135 177 590 129 161 147 163 600 107 153 169 194 623 658
EBITDA Margin 15.0% 12.2% 12.2% 15.0% 16.8% 14.8% 13.0% 15.6% 13.6% 16.9% 14.8% 13.1% 15.7% 14.2% 15.1% 14.6% 10.6% 14.2% 15.4% 16.4% 14.3% 14.1%

Truckload 193          223          47            68            54            78 246          42            65            58           61            226          32            70            65            76            243          260          

EBIT Margin 9.3% 9.5% 8.4% 11.8% 9.5% 13.1% 10.8% 7.6% 11.0% 10.0% 10.4% 9.8% 5.8% 12.1% 11.5% 12.4% 10.5% 10.9%

Dedicated 67            70            15            19            17            24 74            19            24            21           20            84            12            21            25            29            86            105          

EBIT Margin 13.0% 11.2% 8.5% 10.2% 9.3% 12.7% 10.2% 10.6% 13.3% 11.1% 10.3% 11.3% 6.0% 9.5% 9.8% 11.3% 9.3% 10.3%

Central 16            4              6              5              7 21            5              6              3             4              18            2              4              9              11            26            32            

EBIT Margin 3.6% 3.7% 6.2% 4.3% 6.3% 5.1% 4.4% 5.1% 3.0% 3.2% 3.9% 2.3% 3.4% 8.5% 9.8% 6.1% 7.1%

Intermodal 6              3              (4)             0              (2)             (1) (6)             (2)             1              2             5              6              (1)             (0)             2              6              6              18            

EBIT Margin 2.7% 1.3% -5.2% 0.2% -2.4% -0.6% -1.8% -1.9% 0.9% 1.6% 4.7% 1.5% -1.0% -0.5% 1.6% 5.0% 1.5% 3.6%

EBIT Total 247 114 139 133 274 322 64 95 77 118 354 70 100 84 103 357 46 94 105 126 371 432

EBIT Margin 7.8% 3.5% 4.1% 5.2% 9.4% 8.5% 6.7% 9.6% 7.8% 11.3% 8.9% 7.1% 9.7% 8.2% 9.5% 8.7% 4.6% 8.7% 9.6% 10.6% 8.5% 9.2%

Growth (%) 19% -54% 22% -5% 107% 18% 28% 25% -16% 13% 10% 10% 5% 9% -13% 1% -34% -6% 24% 23% 4% 16%

Other Inc/(Exp) (24)           (254)         (250)         (241)         (174)         (161)         (35)           (31)           (28)           (27)           (122)         (20)           (23)           (23)          (24)           (91)           (23)           (21.669)    (25)           (21)           (91)           (72)           

Pretax Income 223 (139) (111) (108) 101 162 28 64            49 91 232 50 77            61 78 266 23 72 80 105 281 359

Tax Rate (%) 32.1% NM NM NM NM 36.7% NM 39.3% 34.9% 30.8% 27.9% 38.5% 38.5% 34.9% 42.3% 38.5% 38.5% 34.8% 38.5% 38.5% 37.5% 38.5%

Net Income 152 (142) (122) (436) 34 103 32 39 34 63 167 31 47 35 45 158 14 47 49 65 175 221

Pro Forma Net Income 80 118 22 43 32 58 155 33 50 41 51 175 17 48 53 68 186 234

Shares Outstanding 60.7 60.7 60.1 60.1 139.5 139.7 140.4 139.6 139.5 139.6 139.8 141.3 141.8 142.3 142.7 142.0 143.0 143.4 144.8 146.1 144.3 147.2  

PF EPS (x-derivative, x-amort) $0.57 $0.85 $0.16 $0.31 $0.23 $0.41 $1.11 $0.24 $0.35 $0.29 $0.36 $1.23 $0.12 $0.33 $0.36 $0.47 $1.29 $1.59
Growth (%) 36% NM NM NM NM 49% 60% -12% 30% 31% 51% 14% 23% -14% 11% -48% -5% 27% 30% 5% 24%

GAAP EPS $2.26 ($2.54) ($2.43) ($7.26) ($1.16) $0.73 $0.07 $0.27 $0.24 $0.40 $0.98 $0.20 $0.33 $0.22 $0.32 $1.07 $0.10 $0.33 $0.34 $0.44 $1.21 $1.50

Expense Ratios

Salary & Benefits 28.5% 29.1% 26.3% 28.3% 25.3% 22.8% 23.2% 21.9% 22.0% 21.4% 22.1% 23.1% 21.8% 21.3% 21.7% 22.0% 22.7% 22.1% 21.3% 21.4% 21.9% 21.7%

Operating Supplies 8.5% 8.8% 8.0% 8.2% 7.4% 7.5% 7.0% 7.5% 7.6% 7.1% 7.3% 7.3% 7.7% 8.3% 7.7% 7.7% 8.0% 7.8% 7.9% 6.9% 7.6% 7.7%

Fuel 20.0% 21.4% 22.6% 15.0% 16.0% 18.5% 17.9% 16.4% 17.0% 16.0% 16.8% 17.1% 15.6% 15.6% 14.0% 15.5% 15.5% 14.3% 14.7% 13.7% 14.5% 14.3%

Purchased Transportation 18.5% 19.3% 21.8% 24.1% 26.3% 27.9% 29.4% 30.0% 30.8% 29.9% 30.1% 29.8% 29.9% 30.8% 31.3% 30.5% 31.6% 31.6% 31.2% 31.6% 31.5% 31.5%

Rental Expense 1.8% 2.4% 2.3% 3.1% 2.6% 3.2% 3.5% 3.7% 3.9% 3.9% 3.8% 4.1% 4.2% 4.5% 4.7% 4.4% 5.1% 5.2% 4.3% 4.9% 4.9% 5.2%

Insurance & Claims 5.0% 3.9% 4.2% 3.2% 3.0% 2.9% 3.6% 3.0% 3.0% 2.7% 3.1% 3.2% 3.3% 3.4% 3.9% 3.5% 4.2% 3.1% 3.3% 3.2% 3.4% 3.4%

D&A 7.3% 8.7% 8.1% 9.9% 7.5% 6.3% 6.3% 6.0% 5.9% 5.6% 5.9% 6.0% 5.9% 6.1% 5.6% 5.9% 6.0% 5.5% 5.9% 5.7% 5.8% 4.9%

Expense (yoy chg)

Salary & Benefits -9.2% 4.8% -5.9% -18.4% 1.7% 16.2% 2.9% -1.2% 1.7% 5.2% 2.1% 3.4% 2.9% 0.7% 4.0% 2.7% 1.3% 6.4% 6.2% 8.9% 5.7% 6.0%

Operating Supplies -5.9% 6.2% -4.9% -22.8% 3.8% 29.3% -3.1% 7.4% 3.0% 4.7% 3.1% 9.2% 6.1% 13.1% 10.8% 9.8% 12.2% 6.4% 2.1% -1.2% 4.6% 7.3%

Fuel 3.8% 10.2% 10.0% -49.8% 21.5% 49.1% 2.1% -12.8% -4.7% -0.6% -4.3% -0.7% -0.9% -5.0% -10.5% -4.3% -7.2% -4.5% 0.3% 8.4% -1.0% 5.1%

Purchased Transportation 0.5% 7.4% 17.7% -16.3% 24.3% 36.8% 20.5% 12.5% 10.1% 11.1% 13.2% 5.3% 3.4% 4.0% 7.5% 5.1% 9.2% 10.4% 7.5% 11.3% 9.6% 6.7%

Rental Expense -1.7% 38.0% -1.7% 3.8% -4.1% 59.8% 18.3% 23.6% 15.2% 32.2% 22.2% 22.5% 18.0% 18.1% 24.1% 20.7% 27.3% 30.6% 1.6% 16.3% 18.4% 12.6%

Insurance & Claims 1.5% -20.1% 11.8% -42.7% 7.5% 26.6% 31.3% -8.7% 15.7% 6.2% 10.0% -7.7% 14.5% 19.1% 46.3% 16.9% 34.6% -0.8% 2.3% -8.0% 5.7% 6.7%

D&A 15.5% 22.4% -2.3% -8.1% -13.5% 7.8% 2.9% 0.0% -1.8% -2.1% -0.3% -0.7% 2.9% 7.3% 2.6% 3.0% 2.2% -3.4% 3.1% 12.9% 3.7% -9.9%

Source: Company reports and Robert W. Baird & Co. estimates.

Please refer to Appendix - Important Disclosures and Analyst Certification.
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Swift Transportation Company

(SWFT - NASDAQ)

Balance Sheet ($ millions)

Balance Sheet 2006 2007 2008 2009 2010 2011 2012 2013 2Q14 Cash Flow Statement 2006 2007 2008 2009 2010 2011 2012 2013 2014E 2015E

ASSETS Net Income $141 ($138) ($147) ($436) ($125) $91 $115 $155 $166 $221

Cash and cash equivalents $48 $101 $76 $141 $132 $154 $128 $136 $152 Depreciation and Amortization 232 287 282 264 240 245 227 250 257 227

Accounts receivable, net 308       320       113       102       277       324       393       419       460      Other (4) 109 21 322 74 66 112 87 2 10

Other current assets 131       102       66         111       103       190       222       179       140      NWC Changes (4) (37) (35) (131) (61) (6) (39) (50) (10)

Total Current 487       523       256       354       512       668       742       734       752      Cash Flow from Ops (CFO) 365 258 120 115 58 340 447 453 376 448

Property & equipment, net 1,514    1,588    1,583    1,365    1,340    1,300    1,398    1,448    1,450   Capital Expenditures, Net (139) (227) (137) (1) (126) (172) (171) (199) (231) (231)

Goodwill/Intangible 91         708       666       642       622       604       587       570       562      Free Cash Flow (FCF) 226 31 (17) 114 (68) 168 276 254 145 217

Other assets, net 19         110       143       153       94         69         66         57         51        Acquisitions -        -        -        -        -        -        -        (150)      -        -        

Total Assets 2,111    2,929    2,649    2,514    2,568    2,640    2,792    2,809    2,815   Dividends -        -        -        -        -        -        -        -        -        -        

Net Cash Flow (NCF) 226       31         (17)        114       (68)        168       276       103       145       217       

LIABILITIES & EQUITIES FCF/Share 2.98 0.41 (0.22) 1.51 (0.49) 1.20 1.97 1.79 1.01 1.47

Current debt, cap leases -        14         28         47         66         59         73         75         86        NCF/Share 2.98 0.41 (0.22) 1.51 (0.49) 1.20 1.97 0.73 1.01 1.47

Accounts payable 100       99         119       71         90         82         113       118       142      

Accrued liabilities 63         114       94         111       80         101       108       111       127      2006 2007 2008 2009 2010 2011 2012 2013 LTM

Claims accrual 140       136       156       92         87         73         87         75         76        Net Margins (NI/Rev) 4.8% -4.4% -3.6% -17.0% 2.7% 2.7% 4.2% 3.8% 3.4%

Other Liabilities 1           15         30         50         3           1           2           5           6          Assets Turnover (Rev/A) 1.48      1.26      1.22      1.00      1.15      1.45      1.46      1.47      1.54      

Securitization of A/R 180 200 Leverage (A/E) 2.30      

Total Current 484       578       427       370       326       317       383       384       436      Return on Equity 16.2%

Long-term debt, leases 200       2,413    2,466    2,420    1,708    1,530    1,360    1,264    1,116   Return on Assets 7.1% -5.5% -4.4% -16.9% 3.1% 3.9% 6.2% 5.6% 5.2%

Claims accruals 109       169       157       167       136       96         99         119       136      ROC 11.4% 3.6% 3.7% 4.3% 10.1% 11.7% 11.8% 11.4% 10.9%

Deferred income taxes, other 303       31         25         389       310       399       444       488       457      

Fair value of interest rate swaps 1           35         17         33         -        10         11         7           4          

Securitization of A/R -        -        -        -        172       180       204       264       319      Valuation Measures 2006 2007 2008 2009 2010 2011 2012 2013 LTM

Shareholders' equity 1,014    (298)      (444)      (866)      (83)        108       290       284       348      Historical P/E High 18 27 18 12 19 24

Total Liabilities and Equities 2,111    2,929    2,649    2,514    2,568    2,640    2,792    2,809    2,815   Historical P/E Low 11 19 6 7 6 15

Historical P/FCF High - current yr 11 13 7 13 26

Balance Sheet Analysis 2006 2007 2008 2009 2010 2011 2012 2013 2Q14 Historical P/FCF Low - current yr 7 4 4 4 16

Current Ratio 1.0        0.9        0.6        1.0        1.6        2.1        1.9        1.9        1.7       Enterprise Value Recent Price: $25.81

Days Sales Outstanding (DSOs) 37         35         23         15         24         29         33         36         36          Market Value 1,994 2,044 1,166 1,275 3,452 3,701

Debt / Total Cap 27% 113% 122% 154% 105% 94% 83% 83% 78%   ST+LT Debt (incl Securitization) 380       2,627    2,494    2,467    1,886    1,769    1,637    1,603    1,521    

Debt / Total Cap (incl Op leases) 31% 112% 120% 150% 105% 94% 85% 86% 82%   Cash, Equivalents & ST Invest. 48 101 76 141 132 154 128 136 152

Debt / EBITDA 0.8x 6.6x 6.0x 6.4x 3.9x 3.2x 2.8x 2.7x 2.7x   Total EV 2,327 2,526 2,418 2,326 3,798 2,782 2,785 4,919 5,070

Interest Coverage 17.8x 1.5x 1.7x 1.6x 3.2x 3.8x 4.8x 6.0x 6.1x Adjusted EBITDA 478 397 415 386 493 559 590 600 569

Tangible Book/Share $12.17 ($13.38) ($14.77) ($20.07) ($5.06) ($3.55) ($2.12) ($2.01) ($1.49) EV / EBITDA 4.9 6.4 5.8 6.0 7.7 5.0 4.7 8.2 8.9

Book Value/Share $13.37 ($3.96) ($5.91) ($11.52) ($0.60) $0.77 $2.08 $1.99 $2.43 EV / EBITDA (+Op Leases) 4.9 6.5 6.0 6.2 7.7 5.2 4.9 8.3 9.0
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Created by BlueMatrix

1 Robert W. Baird & Co. Incorporated makes a market in the securities of SWFT.

Robert W. Baird & Co. Incorporated and/or its affiliates expect to receive or intend to seek investment banking related compensation
from the company or companies mentioned in this report within the next three months.
Robert W. Baird & Co. Incorporated may not be licensed to execute transactions in all foreign listed securities directly. Transactions in
foreign listed securities may be prohibited for residents of the United States. Please contact a Baird representative for more information.
Investment Ratings: Outperform (O) - Expected to outperform on a total return, risk-adjusted basis the broader U.S. equity market
over the next 12 months. Neutral (N) - Expected to perform in line with the broader U.S. equity market over the next 12 months.
Underperform (U) - Expected to underperform on a total return, risk-adjusted basis the broader U.S. equity market over the next 12
months.
Risk Ratings: L - Lower Risk - Higher-quality companies for investors seeking capital appreciation or income with an emphasis on
safety. Company characteristics may include: stable earnings, conservative balance sheets, and an established history of revenue and
earnings. A - Average Risk - Growth situations for investors seeking capital appreciation with an emphasis on safety. Company
characteristics may include: moderate volatility, modest balance-sheet leverage, and stable patterns of revenue and earnings. H -
Higher Risk - Higher-growth situations appropriate for investors seeking capital appreciation with the acceptance of risk. Company
characteristics may include: higher balance-sheet leverage, dynamic business environments, and higher levels of earnings and price
volatility. S - Speculative Risk - High-growth situations appropriate only for investors willing to accept a high degree of volatility and risk.
Company characteristics may include: unpredictable earnings, small capitalization, aggressive growth strategies, rapidly changing
market dynamics, high leverage, extreme price volatility and unknown competitive challenges.
Valuation, Ratings and Risks. The recommendation and price target contained within this report are based on a time horizon of 12
months but there is no guarantee the objective will be achieved within the specified time horizon. Price targets are determined by a
subjective review of fundamental and/or quantitative factors of the issuer, its industry, and the security type. A variety of methods may be
used to determine the value of a security including, but not limited to, discounted cash flow, earnings multiples, peer group comparisons,
and sum of the parts. Overall market risk, interest rate risk, and general economic risks impact all securities. Specific information
regarding the price target and recommendation is provided in the text of our most recent research report.
Distribution of Investment Ratings. As of June 30, 2014, Baird U.S. Equity Research covered 713 companies, with 54% rated
Outperform/Buy, 45% rated Neutral/Hold and 1% rated Underperform/Sell. Within these rating categories, 17% of Outperform/Buy-rated
and 10% of Neutral/Hold-rated companies have compensated Baird for investment banking services in the past 12 months and/or Baird
managed or co-managed a public offering of securities for these companies in the past 12 months.
Analyst Compensation. Analyst compensation is based on: 1) the correlation between the analyst's recommendations and stock price
performance; 2) ratings and direct feedback from our investing clients, our institutional and retail sales force (as applicable) and from
independent rating services; 3) the analyst's productivity, including the quality of the analyst's research and the analyst's contribution to
the growth and development of our overall research effort and 4) compliance with all of Robert W. Baird’s internal policies and
procedures. This compensation criteria and actual compensation is reviewed and approved on an annual basis by Baird's Research
Oversight Committee.
Analyst compensation is derived from all revenue sources of the firm, including revenues from investment banking. Baird does not
compensate research analysts based on specific investment banking transactions.
A complete listing of all companies covered by Baird U.S. Equity Research and applicable research disclosures can be accessed at
http://www.rwbaird.com/research-insights/research/coverage/research-disclosure.aspx .
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You can also call 1-800-792-2473 or write: Robert W. Baird & Co., Equity Research, 777 E. Wisconsin Avenue, Milwaukee, WI 53202.
Analyst Certification. The senior research analyst(s) certifies that the views expressed in this research report and/or financial model
accurately reflect such senior analyst's personal views about the subject securities or issuers and that no part of his or her compensation
was, is, or will be directly or indirectly related to the specific recommendations or views contained in the research report.
Disclaimers
Baird prohibits analysts from owning stock in companies they cover.
This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed here reflect
our judgment at this date and are subject to change. The information has been obtained from sources we consider to be reliable, but we
cannot guarantee the accuracy.
ADDITIONAL INFORMATION ON COMPANIES MENTIONED HEREIN IS AVAILABLE UPON REQUEST
The Dow Jones Industrial Average, S&P 500, S&P 400 and Russell 2000 are unmanaged common stock indices used to measure and
report performance of various sectors of the stock market; direct investment in indices is not available.
Baird is exempt from the requirement to hold an Australian financial services license. Baird is regulated by the United States Securities
and Exchange Commission, FINRA, and various other self-regulatory organizations and those laws and regulations may differ from
Australian laws. This report has been prepared in accordance with the laws and regulations governing United States broker-dealers and
not Australian laws.
Copyright 2014 Robert W. Baird & Co. Incorporated
Other Disclosures
The information and rating included in this report represent the Analyst’s long-term (12 month) view as described above. The research
analyst(s) named in this report may at times, discuss, at the request of our clients, including Robert W. Baird & Co. salespersons and
traders, or may have discussed in this report, certain trading strategies based on catalysts or events that may have a near-term impact
on the market price of the equity securities discussed in this report. These trading strategies may differ from the analysts’ published price
target or rating for such securities. Any such trading strategies are distinct from and do not affect the analysts’ fundamental long-term (12
month) rating for such securities, as described above. In addition, Robert W. Baird & Co. Incorporated and/or its affiliates (Baird) may
provide to certain clients additional or research supplemental products or services, such as outlooks, commentaries and other detailed
analyses, which focus on covered stocks, companies, industries or sectors. Not all clients who receive our standard company-specific
research reports are eligible to receive these additional or supplemental products or services. Baird determines in its sole discretion the
clients who will receive additional or supplemental products or services, in light of various factors including the size and scope of the
client relationships. These additional or supplemental products or services may feature different analytical or research techniques and
information than are contained in Baird’s standard research reports. Any ratings and recommendations contained in such additional or
research supplemental products are consistent with the Analyst’s long-term ratings and recommendations contained in more broadly
disseminated standard research reports.
UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which Robert W.
Baird Limited holds an ISD passport.
This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial Services
and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may not be distributed to
private clients. Issued in the United Kingdom by Robert W. Baird Limited, which has an office at Finsbury Circus House, 15 Finsbury
Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial Conduct Authority. For the purposes of the
Financial Conduct Authority requirements, this investment research report is classified as objective.
Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license. RWBL is regulated by
the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws. This document has been
prepared in accordance with FCA requirements and not Australian laws.
Dividend Yield. As used in this report, the term “dividend yield” refers, on a percentage basis, to the historical distributions made by the
issuer relative to its current market price. Such distributions are not guaranteed, may be modified at the issuer’s discretion, may exceed
operating cash flow, subsidized by borrowed funds or include a return of investment principal.
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