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Company description

TransForce has become the leader in the
trucking and transportation logistics
industry in Canada through successful
growth by acquisition. The company has
the largest fleet in Canada and is active in
both the domestic and trans-border
market (70% and 30% of 2009 revenues,
respectively).
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TransForce Inc. (TFI C$11.04, TSX)

Key takeaways from conference call with Nulogx and 3Q10 earnings preview; maintaining Buy
rating and C$16 target
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(514) 9853493

benoit.poirier@vmd.desjardins.com
etienne.durocher-dumais@vmd.desjardins.com

The Desjardins Takeaway

We provide below the key takeaways from our conference call with Nulogx, a leading transportation management
solutions provider. We also take the opportunity to preview TransForce’s 3Q results, which are scheduled to be released
on October 28. Overall, based on solid peer results and confirmation that pricing is increasing, we expect a good quarter
for TransForce. We believe the stock is still undervalued and would recommend investors buy the shares ahead of the
results. TransForce is rated Buy—Average Risk with a C$16 target price.

Event

We provide below the key takeaways from the conference call we held on October 21 with Doug Payne and Scott Irvine
of Nulogx Inc, a leading transportation management solutions provider. We also take the opportunity to preview
TransForce’s 3Q10 results, which are scheduled to be released on October 28.

Implications

Canadian trucking rates are rising, according to Nulogx; positive preliminary data for August. According to Nulogx,
trucking rates in Canada have increased 6.4% ytd after reaching a floor in April 2010. Preliminary data that was disclosed
exclusively during the conference call indicated that pricing increased 1.5% yoy in August. In our view, TransForce stands
to benefit from this improved pricing, given it generates ~70% of its business in Canada. Nulogx estimates that 75% of
trucking shipments are shipped on long-term contracts, while the remaining 25% are on a spot basis.

Exhibit 1: Canadian General Freight Index...6.4% ytd increase
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Exhibit 2: Overall base rates (excluding fuel surcharges) recovering lost ground
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TL is recovering fast while LTL is still lagging. One interesting conclusion from the call—which supports the data we
have seen out of the US—is that the TL market is recovering faster than the LTL market. This is especially true in the
domestic TL market, where rates have increased 14% from December 2009 to August 2010 as TL providers rationalized
capacity. In comparison, pricing conditions in the LTL market are more difficult. Domestic LTL and cross-border LTL rates
have risen 0.8% and declined 4.4%, respectively, from December 2009 to August 2010. We believe this is because
competition remains intense in the sector, given that many players are chasing smaller volumes by offering price
discounts. We also note that overcapacity remains an issue in the LTL market.

Exhibit 3: Average rate increases

20081 20092 1H103
Domestic LTL 49 72 0.8
Domestic TL 7.6 5.3 14.0
Cross-border LTL 135 221 44
Cross-border TL 1.7 -121 0.5
Overall 94 94 6.4

1 Dec-08 vs Jan-08; 2 Dec-09 vs Dec-08; 3 TH: Aug-10 vs Dec-09
Source: Nulogx Inc.

Domestic market appears more stable than cross-border market. As seen in Exhibit 3 above, the domestic market
appears to be more vibrant than the cross-border market. According to Nulogx, this reflects the better economic
conditions in Canada vs the US. Desjardins Economic Studies expects real GDP growth in Canada to be stronger than in
the US in both 2011 and 2012 (3.1% vs 2.6% and 2.7% vs 2.4%). In this regard, we believe TFl is well positioned, given it
derives 70% of its revenues domestically.

TransForce’s LTL margins are decent despite pricing pressures. Despite the continued pricing pressures, TransForce’s
2Q EBITDA margin of 12.4% was better than our estimate of 10.6% as the company continued with the strategic
consolidation of its terminals. Going forward, we expect margins to improve as capacity is rationalized and demand
increases. We forecast LTL EBITDA margins of 11.4% and 12.7% in 2010 and 2011, respectively.

Recent price increases at FedEx and UPS support our stance that pricing is recovering. Earlier this fall, FedEx
announced that it would increase its shipping rates by a net average of 3.9% for US domestic and US export shipping
starting in January 2011. Furthermore, FedEx announced that it would raise general rates by 6.9% at FedEx freight and
FedEx national LTL. Interestingly, this applies to shipments between the US and Canada. Similar to FedEx, UPS
announced a 5.9% general rate increase (applicable to non-contract freight only). Other LTL providers such as YRC and
ABF Freight System have also announced similar rate hikes. Increases in non-contract prices bode well for future
contractual rates as we expect carriers to ask for larger increases when freight contracts are renegotiated.

Six out of nine companies have beaten 3Q EPS consensus so far; TL companies note effect of slowing economy on
volumes. As seen in Exhibit 4 below, six of the nine transportation companies we monitor that have reported 3Q results



Desjardins

Securities

MorningPulse

PAGE 3
OCTOBER 25, 2010

to date have beaten consensus estimates. Results from the TL sector remain solid, although most companies noted that
slower economic growth was starting to be reflected in their results. Volumes are slipping as the economy is slowing
down. JB Hunt noted that “though freight volumes backed off from the torrid pace we saw in June, demand remained
steady across all segments”, including intermodal and truckload. Further, the company stated that it expects to see a
rebound in freight rates from the unsustainable lows seen during the recession. Meanwhile, Werner said that “freight
market trends continued to be good in 3Q10...[although] they were not as strong as 2Q10”. Landstar expects moderate
volume increases in 4Q10, but a strong pricing environment as capacity in the industry is restrained.

The robust results in the transportation sector are in addition to the solid results posted by railroads in 3Q.

Exhibit 4: 3Q10 results of trucking companies
Sales (US$m) EPS (US$)
Company Ticker Actual Expected Actual Expected
TL Heartland Express HTLD 127 130 0.14 0.18
JB Hunt JBHT 986 986 043 044
Knight Transportation KNX 191 187 021 0.20
Werner Enterprises WERN 463 475 033 0.32
Other X X 2,700 2,662 1.08 1.04
Hub Group HUBG 478 486 033 0.34
Landstar System LSTR 645 623 049 049
Ryder System R 1,317 1,324 0.72 0.65
Union Pacific UNP 4364 4,408 1.56 1.50
UpsS UPS 12,192 12,361 093 0.88
Source: Desjardins Securities, Bloomberg

Preview of TFI's 3Q10 results. TransForce is scheduled to report on Thursday, October 28. We are looking for revenues
of C$508m (up 13% yoy) and adjusted EPS of C$0.27 (vs consensus of ($0.22). The company maintains its prudent
outlook of EBITDA of C$250-260m in 2010 on “better quality” revenue; we believe this guidance is quite conservative.
We currently forecast EBITDA of C$279m in 2010 and have not integrated some of the company’s more recent
acquisitions/contract wins (eg Enquest and government of Ontario), which we believe will further boost profitability. In
our view, TFI could beat its guidance. CEO Alain Bédard has said in the past that TransForce has missed guidance only
once in his 14 years at the helm, and we do not believe 2010 will be the second year that this will occur.
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Exhibit 5: TransForce Inc. 3Q10 earnings preview

Desjardins est Chg (%)
Year end Dec-31 (C$m) 3010 2010 3Q09 Qoq Yoy
Revenue 508 497 451 2 13
EBITDA 76 71 62 6 22
EBITDA margin (%) 149 144 137 4 8
Operating income 44 40 32 1 39
Operating ratio (%) 913 920 929 -1 2
Net income 255 1741 17.0 49 50
Net margin (%) 5.0 34 38 46 33
EPS (C9) 0.27 0.18 0.19 50 42
Adjusted EPS (C9) 027 023 0.18 17 50
Shares O/S average (m) 953 953 91.2 0 4
Segmented information
Revenue by division
Less-than-truckload (LTL) 136 138 129 2 5
Package & courier 97 9% 67 3 44
Truckload (TL) 173 164 160 5 8
Specialized services 17 114 106 2 10
Eliminations 14 -14 -1 0 23
Total 508 497 451 2 13
EBITDA margin (%)
Less-than-truckload (LTL) 128 124 108 3 19
Package & courier 17.6 174 179 1 2
Truckload (TL) 123 116 107 6 15
Specialized services 17.5 174 15.1 1 16
Total 14.9 144 13.7 3 9
Other information
Capex (C$m) 6 28 19 79 -69
FCF after dividends (C$m) 65 10 35 529 85
Debt-to-capital ratio (%) 52 55 4 -5 4
Net debt/LTM EBITDA (X) 243 2.84 2.88 -14 -16
ROIC (%) 215 20.8 17.2 3 25
Source: Desjardins Securities, company reports

Further earnings power down the road; normalized EBITDA provides potential EPS of C$1.83 (we forecast C$1.14 in
2011). During 2Q’s conference call, management shared its view of the ‘normalized’ EBITDA margin for each division. As
seen in the table below, operating leverage is significant for TransForce, and each segment’s EBITDA margin has
substantial upside. Assuming revenue growth of 9% in 2012 and using the midpoint of management's targets, we derive
potential EPS of C$1.83, which is significantly higher than most market participants expect. In comparison, peak EPS in
the previous cycle was ($1.26 (adjusted EPS in 2006 assuming a 30% tax rate). Although we would be cautious with
regard to our potential EPS estimate, we believe it is attainable considering the cost-reduction initiatives implemented
by the company, the shift in its revenue mix toward high-margin businesses and the acquisitions that have been realized
over the last few years.

Exhibit 6: Normalized EBITDA margins provide significant upside to current estimates

Year-end Dec-31 (%) 2008 2009 1Q10 2010 2010E 2011E  Normalized
Less-than-truckload (LTL) 128 9.6 6.9 124 10.0 111 16.5
Package & courier 154 16.2 111 174 16.1 16.5 20.0-22.0
Truckload (TL) 103 93 7.2 116 98 103 14.0
Specialized services 16.6 139 189 144 16.6 174 20.0
Total 126 123 109 144 128 135 17.6
Source: Desjardins Securities, company reports
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Financial concerns unwarranted as TransForce has positioned itself to further consolidate the industry. TransForce
is confident that its financial position will improve within the next 12 months as it intends to pay down debt by about
C$100m (we forecast C$120m) to reach a debt to EBITDA ratio of 2.0-2.5x (we forecast 2.1x at the end of 2010). Hence,
we believe that concerns regarding the company’s high debt levels are no longer warranted and expect that the
company will soon be better positioned to further consolidate the market. The company appears on track to sell assets
worth a combined C$40-50m in 2010. Potential sale-leaseback transactions include a facility in BC and another facility
located in Ontario or Québec. We expect the company to generate C$173m of FCF in 2010, although this amount could
come in below expectations in light of the Enquest acquisition and in the event that the sale-leaseback transactions do
not materialize. For 2011, we assume FCF of C$118m, as we do not assume any cash inflows from asset disposals.

Exhibit 7: Net debt/LTM EBITDA
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Source: Desjardins Securities, company reports
Exhibit 8: Free cash flow
Year-end Dec-31 (C$) Annual debt repayments FCF
2006 193 93
2007 53 84
2008 84 109
2009 112 137
2010E 120 173
2011E 0 118
Source: Desjardins Securities, company reports

Recommendation

Overall, we remain positive on TransForce and recommend that investors buy the stock ahead of the results. We
continue to believe that the shares are undervalued and we expect 3Q results to provide momentum. In addition, we
believe that investors are also underestimating the potential impact of the acquisitions made during the downturn.
Moreover, TransForce’s improved financial position provides more room for opportunistic acquisitions as the company
continues to pay down debt.

Exhibit 9: Calculation of our target price

(cs)
(1) 15x P/E multiple on our 2011 adjusted EPS estimate 17.08
(2) 7.0x EV/EBITDA multiple on our 2011 EBITDA estimate 15.64
(3) DCF value 15.83
Average of implied values 16.18
Source: Desjardins Securities
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Exhibit 10: Comparative valuation

Mkt Share 1y EBITDA Net ™ P/S Dt/
cap price chg mgn mgn P/E2 (x) EV/EBITDA2(X) sales FY2 P/B cap
Company (US$) Ticker ($m) ($) (%) % @ TIM FY1 FY2 TIM FY1 FY2 ($m) (K ()
Canadian trucking
Contrans Group' (& 290 846 121 121 52 107 137 122 70 71 6.3 393 07 16 334
Mullen Group! MTL 1,190 1512 -76 191 29 202 205 138 86 79 65 938 10 11 324
TrimacIncome Fund®  TMAUN 58 461 85 NA NA 201 104 117 NA 17 16 327 02 06 00
Vitran VIN 180 11.06 264 36 10 NM 345 12 134 83 55 676 02 13 395
Average 98 1.6 11 170 198 122 97 62 5.0 05 11 263
Median 103 121 1.0 201 171 119 86 75 59 04 12 329
Truckload
Celadon Group cal 300 1343 147 81 20 610 185 131 83 54 43 523 05 21 190
Covenant Transport (@Y1 89 730 490 105 1.7 NM 190 103 48 39 36 632 0.1 1.1 700
Heartland Express HTLD 1,357 1496 88 271 144 237 221 186 88 76 69 484 25 42 00
JB Hunt JBHT 4456 3614 80 142 53 251 231 180 94 92 77 3650 1.1 75 522
Knight Transportation KNX 1,523 1822 42 230 87 260 248 193 94 83 70 710 19 27 00
Marten Transport MRTN 469 2139 182 167 43 249 231 167 63 57 49 509 08 16 87
Quality Distribution QLTY 148 688 773 97 12 156 187 105 70 78 68 65 02 -1.1 1682
USA Truck USAK 153 1461 19.0 111 05 NM NM 335 53 48 38 438 03 11 424
Werner Enterprises WERN 1,513 20.83 94 154 52 204 193 158 5.1 50 45 1,79 08 20 00
Average 232 151 48 281 211 173 71 64 55 09 24 401
Median 14.7 142 43 249 207 167 70 57 49 08 20 19.0
Less-than-truckload
Arkansas Best ABFS 645 2548 91 55 18 NM NM 509 NA 345 57 1542 04 14 78
Con-Way CNW 1,721 31.62 -10.7 62 11 NM 410 170 68 66 50 4718 03 20 490
Old Dominion FreightLine ODFL 1,473 2633 395 140 58 297 202 157 87 82 69 1320 09 24 317
SAIA SAIA 218 1372 -80 52 09 NM NM 144 69 56 40 868 02 11 308
YRC Worldwide YRCW 202 427 952 52 09 NM NM NM NA  NM 64 4634 00 -26 1071
Average -16.7 29 1.0 297 306 245 75 137 56 04 08 453
Median 9.1 52 09 297 306 164 69 74 57 03 14 317

Specialized services (logistics & waste management)

CH Robinson Worldwide CHRW 12,028 7252 229 73 40 330 314 268 145 183 157 8492 11 109 00
Casella Waste Systems ~ CWST 125 496 728 26 21 NM NM NM 56 58 56 50 02 27 921
Dynamex DDMX 206 2108 72 51 27 192 164 149 50 78 68 406 04 19 00
Expeditors Intl Wash EXPD 10,518 4957 440 97 60 376 324 283 131 168 146 5002 15 65 00
Forward Air Corporation FWRD 784 2702 117 144 73 294 251 199 10 104 90 469 15 32 175

HUB Group HUBG 1210 3268 228 42 26 297 281 213 131 146 113 1762 06 34 00
IESI-BFC BIN 2640 2388 714 279 58 341 271 25 83 84 66 109 15 25 390
Landstar System LISTR 1878 3769 20 66 35 230 211 174 126 113 96 2360 07 67 351
Republic Services RSG 11,762 3071 108 294 77 307 179 152 79 74 70 8097 14 16 481
Universal Truckload Sves  UACL 236 1479 -12.7 39 30 231 253 161 94 86 64 562 03 15 00
UTI Worldwide uriw 1924 1890 35.0 39 16 386 257 189 95 111 89 4165 04 23 346

Waste Connections WCN 3,131 4079 293 3.7 119 260 223 192 95 95 88 1294 22 23 381
Waste Management WM 17,565 3679 169 257 78 176 175 156 76 78 73 12122 13 29 599

Average 25.7 148 48 285 242 197 98 106 9.0 10 37 280
Median 228 97 40 295 252 190 95 95 88 11 27 346
Package & courier
FedEx FDX 27959 8886 125 118 40 202 171 142 58 60 5236182 07 20 119
United Parcel Service UPS 50,628 69.83 223 NA 81 222 199 170 NA 101 89 48501 09 88 NA
Average 174 118 61 212 185 156 58 80 7.0 08 54 119
Median 174 118 61 212 185 156 58 80 7.0 08 54 119
TransForce' TH 1,052 11.04 37.0 144 34 170 125 97 67 62 55 1903 05 19 550

" Data in Canadian dollars; 2 Ratios greater than 70x are considered to be not meaningful; 3 US$ except for share price
Source: Desjardins Securities, Bloomberg, I/B/E/S, FirstCall
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Distribution of ratings

Rating Desjardins Desjardins coverage % Desjardins Investment %
category rating universe (# of stocks) distribution Banking (# of stocks) distribution
Buy Top Pick/Buy 108 73 37 76
Hold Hold 39 26 12 24

Sell Sell 1 1 0 0
Total 148 100 49 100

COMPANY SPECIFIC DISCLOSURES
Legend
. Desjardins Securities makes a market in the securities of the issuer.

Desjardins Securities has performed investment banking services for the issuer in the past 12 months.

Desjardins Securities has received compensation for investment banking services from the issuer within the past 12 months.

Desjardins Securities has managed or co-managed a public offering of securities for the issuer in the past 12 months.

Desjardins Securities beneficially owned 1% or more of the common equity (including derivatives exercisable or convertible within

60 days) as of the month end preceding this report.

6a. The Desjardins Securities research analyst(s) and/or associate(s) who covers the issuer discussed has a long position in its common
equity securities.

6h. A member of the household of the Desjardins Securities research analyst(s) and/or associate(s) who covers the issuer has a long
position in its common equity securities.

7a. The Desjardins Securities research analyst(s) and/or associate(s) has viewed a material operation of the issuer, and the related travel
expenses have not been paid for by the issuer.

7h. The Desjardins Securities research analyst(s) and/or associate(s) has viewed a material operation of the issuer, and the related travel
expenses have been paid for partially by the issuer.

7c¢. The Desjardins Securities research analyst(s) and/or associate(s) has viewed a material operation of the issuer, and the related travel
expenses have been paid for fully by the issuer.

8. Desjardins Securities has received compensation for non-investment banking, non-securities-related services from the company in
the past 12 months.

9. The issuer is a client for which a Desjardins Securities company has performed non-investment banking, non-securities related
services in the past 12 months.

10. The issuer is (or was) a client of Desjardins Securities or an affiliate within the Desjardins Group within the past 12 months and
received non-securities related services.

11. A partner, director or officer of Desjardins Securities or any analyst(s) involved in the preparation of this publication has provided
services (other than for investment advisory or trade execution purposes) to the issuer for remuneration within the past 12 months.

12. An officer or director of Desjardins Securities, outside of the Equity Research Department, or a member of his/her household is an
officer or director of the issuer or acts in an advisory capacity to the issuer.

13. The Desjardins Securities research analyst(s) and/or associate(s) had communication with the issuer regarding the verification of
factual material in this research publication.

14. The Desjardins Securities research analyst(s) and/or associate(s) had communication with Investment Banking regarding the
verification of material in this research publication.

15. Adirector or officer of the issuer (or any of its affiliates) serves on the board of the Desjardins Group.

16. The issue date for this research publication is within the restricted period for any recent IPO, secondary offering or lock-up
agreement between the issuer and Desjardins Securities.

17. T}f}]e‘Desjardins Securities supervisory analyst serves as an officer, director or employee of the issuer or acts in an advisory capacity to
the Issuer.
Disclosures for issuer discussed in this publication: 7a, 13
Price graph: For full disclosure, please visit our website at https://www.desjardins-securities.ca
Full disclosures for research of all companies covered by Desjardins Securities can be viewed at http://www.desjardins-
securities.ca/Disclosures/English.aspx or http://www.desjardins-securities.ca/Disclosures/Francais.aspx
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STOCK RATING SYSTEM

Top Pick Buy Hold Sell Not Rated
Desjardins’ best investment ideas —stocks ~ Stocks that are expected to  Stocks that are expected to Stocks that are expected to ~ Stock is being

that offer the best risk/reward ratioand  outperform their respective  perform in line with their underperform their covered exclusively
that are expected to significantly peer group* overa 12- respective peer group* overa  respective peer group* over onan

outperform their respective peer group*  month period 12-month period a12-month period informational basis
over a 12-month period

RISK QUALIFIERS

Average Risk Above-average Risk Speculative

Risk represented by the stock is in line with its Risk represented by the stock is greater than that High degree of risk represented by the stock,
peer group* in terms of volatility, liquidity and of its peer group* in terms of volatility, liquidity marked by an exceptionally low level of
earnings predictability and earnings predictability predictability

* Peer group refers to all of the companies that an analyst has under coverage and does not necessarily correspond to what would typically be considered an industry
group. Where an analyst’s coverage universe is such that relative’ performance against a ‘peer group’ is not meaningful, the analyst will benchmark the rating against the
most appropriate market index

DESJARDINS SECURITIES INC. LEGAL DISCLAIMERS

Dissemination of Research

Desjardins Securities makes all reasonable effort to provide research simultaneously to all eligible clients. Research is available to our
institutional clients via Bloomberg, FactSet, FirstCall Research Direct, Reuters and Thomson ONE. In addition, sales personnel distribute
research to institutional clients via email, fax and regular mail.

Analyst Certification

Each Desjardins Securities research analyst named on the front page of this research publication, or at the beginning of any subsection
hereof, hereby certifies that (i) the recommendations and opinions expressed herein accurately reflect such research analyst's personal
views about the company and securities that are the subject of this publication and all other companies and securities mentioned in
this publication that are covered by such research analyst, and (i) no part of the research analyst's compensation was, is, or will be,
directly or indirectly, related to the specific recommendations or views expressed by such research analyst in this publication.

Additional Disclosures

Desjardins Securities’ equity research analysts are compensated from revenues generated by various Desjardins Securities businesses,
including Desjardins Securities’ Investment Banking Department. Desjardins Securities will, at any given time, have a long or short
position or trade as principal in the securities discussed herein, related securities or options, futures, or other derivative instruments
based thereon. The reader should not rely solely on this publication in evaluating whether or not to buy or sell the securities of the
subject company. Desjardins Securities expects to receive or will seek compensation for investment banking services within the next
three months from all issuers covered by Desjardins Securities Research.

Legal Matters

This publication is issued and approved for distribution in Canada by Desjardins Securities Inc., a member of [IROC and CIPF. In the US,
this publication is issued via the exemptive relief described in SEC Rule 15a-6, and through reliance on Desjardins Securities
International Inc., a member of FINRA and SIPC.

This publication is provided for informational purposes only, and does not constitute an offer or solicitation to buy or sell any securities
discussed herein in any jurisdiction where such offer or solicitation would be prohibited. The securities mentioned in this publication
may not be suitable for all types of investors; their prices, value and/or income they produce may fluctuate and/or be adversely affected
by exchange rates. This publication does not take into account the investment objectives, financial situation or specific needs of any
particular client of Desjardins Securities. Before making an investment decision on the basis of any recommendation made in this
publication, the recipient should consider whether such recommendation is appropriate, given the recipient’s particular investment
needs, objectives and financial circumstances. Desjardins Securities suggests that, prior to acting on any of the recommendations
herein, you contact one of our client advisors in your jurisdiction to discuss your particular circumstances. Since the levels and bases of
taxation can change, any reference in this publication to the impact of taxation should not be construed as offering tax advice; as with
any transaction having potential tax implications, clients should consult with their own tax advisors. Past performance is not a
guarantee of future results.

This publication may contain statistical data cited from third party sources believed to be reliable, but Desjardins Securities does not
represent that any such third party statistical information is accurate or complete, and it should not be relied upon as such. All
estimates, opinions and recommendations expressed herein constitute judgments as of the date of this publication and are subject to
change without notice.

Although each company issuing this publication is a wholly owned subsidiary of Desjardins Group, each is solely responsible for its
contractual obligations and commitments, and any securities products offered or recommended to or purchased or sold in any client
accounts (i) will not be insured by the Federal Deposit Insurance Corporation (‘FDIC’), the Canada Deposit Insurance Corporation or
other similar deposit insurance, (i) will not be deposits or other obligations of Desjardins Group, (iii) will not be endorsed or guaranteed
by Desjardins Group, and (iv) will be subject to investment risks, including possible loss of the principal invested.

The Desjardins trademark is used under licence.
© 2010 Desjardins Securities International Inc. and Desjardins Securities Inc. All rights reserved. Unauthorized use, distribution,

duplication or disclosure without the prior written permission of Desjardins Securities is prohibited by law and may result in
prosecution.



