


l:taymond Jam.es & Associates, Inc. 
~J&"'\%	 L 

United Parcel Service 

4.	 Pension "math" in forecasting future liabilities gives us a headache, but 
our gut feeling is that even if exit penalties are paid by Arkansas Best and 
UPS (ostensibly aiding the remaining parties), the prognosis for pension 
funding of the remaining players would not be good. We hold this view as 
the Fund's demographic trends of remaining employers are unfavorable 
and unlikely to change; two of the most "healthy" companies would be 
leaving; and fund flows and trustee representation will still effectively be 
managed by the Teamsters. Without major benefit concessions, 
significant funding improvements would appear unlikely. The overall 
rhetoric of Arkansas Best and UPS reminds us of musical chairs - you do 
not want to be the last company still in the fund when the music stops! 

There has been some takeover speculation on YRC Worldwide, though 
management indicates no current discussions. While private equity 
appears to be buying everything, we would note the Cerberus/Chrysler 
takeover and possible union benefit cuts by the new owner are not 
applicable, in our view, to the Teamsters multiemployer situation. Most 
importantly, we believe this is because UPS sets the parameters for all 
new contract/pension issues and the other companies largely have to fall 
in line. Thus, a buyer of YRC Worldwide would have to go along with 
whatever works for UPS, which, with its AAA-rated balance sheet and 
large free cash flows, could pursue an action (Le., plan exit) that is likely 
very different from what YRC Worldwide might prefer to stomach. 

Though UPS employs the largest number of Teamsters, again, we feel it is 
important to stress that the mix of these employees and relation to UPS' 
overall business (non-union International and Supply Chain operations) 
makes the relative impact of any changes far smaller. First, as shown in the 
preceding charts, UPS' part-time workers represent well over half of its 
Teamster employment and, with turnover and pursuit of other careers, few 
would achieve the five-year vesting to ever be counted as a future pension 
liability. Second, illustrated above, UPS' Teamsters healthcare/pension 
spending (while a large dollar figure) represented only 6% of total company 
expenses in 2006. 

Also, UPS represents one of few Teamster companies that is growing its 
membership. This factor, coupled with our perception that it is also the only 
Teamster employer with a AAA-rated balance sheet, gives it more clout and 
options in negotiations. With $0.60 of every dollar UPS contributes going to 
employees of other companies, we strongly believe UPS and its employees 
would be far better off if it is able to exit the Central States plan. 

UPS proposing to exit the plan is not new; it has been proposed in past 
negotiations, as in 1997. If the negotiations go well, it could be a win/win 
situation for UPS and many current UPS employees. UPS could effectively use 
some of its currently low returning $2 billion+ cash balance and nearly $2 billion 
in annual free cash after dividends to staunch the liability growth and lower 
otherwise higher future benefit inflation, providing the same or higher funding 
per employee while enhancing future earnings growth. If it does not work, there 
will be a high probability of it being a lose/lose scenario, as UPS would face 
escalating labor costs in its Ground operation, exacerbating the cost differential 
vs. FedEx Independent contractor Ground network. Moreover, unfortunately, 
and in our view, the "entity" ultimately getting hurt the most would be the UPS 
union workers who would be continually dragged down by having dollars 
earmarked for them going to pay benefits for the likely continually depleting 
ranks of other shrinking Teamsters transportation-related employees. 
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Finally, we note, UPS (and other employers) already contributes a healthy 
annual sum for the healthcare and pension of its workers, over $20,000 per 
annum per FTE by our math, roughly half for each liability. Thus, in a "glass 
half full" view, more prodigious outlays than those garnered by the majority of 
U.S. workers are already imbedded in the UPS cost structure. 

While logic does not always win in such negotiations, in our view, from a UPS 
Teamster perspective, were it able to take the roughly $10,000 per annum, 
invest it in an employee-controlled 401 (k) assuming 3% inflation in the annual 
contribution and 6% annual appreciation, the employee would have over $1 
million in segregated assets in 30 years and nobody, not Teamsters 
management nor UPS management, could touch it. It befuddles us how a UPS 
Teamster looking at the math and choosing between curtain number one, 
staying in a Teamsters-managed multiemployer plan commingled with the 
liabilities of past failed Teamster employers and several thousand remaining 
employers, and curtain number two, investing in a AAA-rated company with 
significant international growth opportunities, would hesitate in taking the 
certainty of what is behind the brown curtain. Incidentally, given our perception 
that a large percentage of drivers own UPS stock, they would also be 
enhancing the stock's future outlook by minimizing UPS' future liabilities related 
to being burdened with the pension woes of weaker union competitors. 

Arkansas Best	 Arkansas Best's 10-K indicates exiting the Teamsters plans, including 
withdrawal penalties, would be $600-650 million, or -65% of its equity value, 
for its roughly 9,400 Teamsters employees ($66,500 per employee). While 
exiting the plan would generate a significant financial burden, Arkansas Best's 
CEO has publicly stated that the company is weighing the implication of such 
a move. Arkansas Best has historically been a very well-run company and 
has significantly improved its cash flow, generating -$30 million of free cash 
flow in 2006, while ending 2006 with $139 million in net cash on the balance 
sheet. Given that the exit payment is not a lump sum but instead payable 
over a number of years, excluding garnering significant benefit cuts and thus 
significant liability cuts from the Teamsters, Arkansas Best is in a solid 
position to do so and effectively control its own destiny should it choose that 
course. We would also note, we have found Arkansas Best's disclosure on 
this pension issue to be the most comprehensive of the three. 

Headlines and Rhetoric as 
Deadline Approaches? 

We believe current negotiations with UPS and the Teamsters, which basi­
cally set the bar for the others, will be the most interesting in years. We 
somewhat facetiously surmise the hourly wage inflation discussions proba­
bly took just a few hours, with healthcare and, most notably, pensions 
representing "a/l the marbles." 

Right up front, the ugliest scenario is a work stoppage harking back to the 
Ron Carey-led Teamsters debacle. Though the strike certainly hurt UPS' 
image and profits, it hurt its Teamsters workers far worse. Though it is little 
known, UPS was able to 'avoid paying nearly $400 million into the Teamsters 
pension funds that year when those employees struck. Hopefully, they can 
both avoid that common enemy and collectively work to ensure a good future 
for both. 
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Excluding a sudden settlement, an outcome for which we are cautiously 
optimistic, we believe there could be heightened headline risk in coming 
months as information, likely incomplete (much like ours), leaks out from the 
negotiations, which could cause short-term stock volatility. Moreover, in our 
view, a delay beyond December would be a negative as it would likely add 
volume/share losses to the equation. Note that we have listed several Web 
sites below that have been disclosing information on the negotiations, though 
we cannot attest to their accuracy. 

Again, though we believe an agreement that involves a UPS plan exit or 
substantive benefit cuts (or some combination of both) could actually benefit 
UPS shareholders and employees (the latter vs. looking at longer-term 
alternatives), our prognosis for Arkansas Best would be slightly positive 
regarding an exit. However, we would view this move negatively for YRC 
Worldwide given the relative size of its liability, weaker balance sheet, and 
limited free cash flow. 

Helpful Web Sites for Monitoring Pension Developments 

Sanctioned Web sites: 
http://www.centralstatesfunds.org 

http://www.teamsters.org 
http://www.knowyourpension.org 

Non-sanctioned Web sites (info may not be re/iable): 
http://makeupsdeliver.org 

http://www.tdu.org 

Source: Raymond James. 

Public companies mentioned in this report. 
Priced as of RJ&A Rating 

Company Name Ticker 06/07/07 (if Applicable) 
Arkansas Best Corp. ABFS $39.24 
Daimler Chrysler DCX 85.80 
FedEx Corporation FOX 107.40 Market Perform 
United Parcel Service UPS 71.25 Outperform 
YRC Worldwide Inc. YRCW 38.69 Underperform 
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Important Investor Disclosures 

Strong Buy (SB 1) Expected to appreciate and produce a total return of at least 15% and outperform the S&P 500 
over the next six months. For higher. yielding and more conservative equities, such as REITs and 
certain MLPs, a total return of at least 15% is expected to be realized over the next 12 months. 

Outperform (M02) Expected to appreciate and outperform the S&P 500 over the next 12 months. For higher yielding 
and more conservative equities, such as REITs and certain MLPs, an Outperform rating is used 
for securities where we are comfortable with the relative safety of the dividend and expect a total 
return modestly exceeding the dividend yield over the next 12 months. 

Market Perform (MP3) Expected to perform generally in line with the S&P 500 over the next 12 months and is potentially 
a source of funds for more highly rated securities. 

Underperform (MU4) Expected to underperform the S&P 500 or its sector over the next six to 12 months and should be 
sold. 

Out of approximately 629 rated stocks in the Raymond James coverage universe, 56% have Strong Buy or Outperform ratings 
(Buy), 35% are rated Market Perform (Hold) and 8% are rated Underperform (Sell). Within those rating categories, 36% of the 
Strong Buy- or Outperform (Buy) rated companies either currently are or have been Raymond James Investment Banking 
clients within the past three years; 17% of the Market Perform (Hold) rated companies are or have been clients and 17% of the 
Underperform (Sell) rated companies are or have been clients. 

Suitability ratings are not assigned to stocks rated Underperform (Sell). Projected 12-month price targets are assigned only to 
stocks rated Strong Buy or Outperform. 

Suitability Categories (SR) 

Total Return (TR)	 Lower risk equities possessing dividend yields above that of the S&P 500 and greater stability of 
principal. 

Growth (G)	 Low to average risk equities with sound financials, more consistent earnings growth, possibly a 
small dividend, and the potential for long-term price appreciation. 

Aggressive Growth (AG) ..... Medium or higher risk equities of companies in fast growing and competitive industries, with less 
predictable earnings and acceptable, but possibly more leveraged balance sheets. 

High Risk (HR)	 Companies with less predictable earnings (or losses), rapidly changing market dynamics, 
financial and competitive issues, higher price volatility (beta), and risk of principal. 

Venture Risk (VR)	 Companies with a short or unprofitable operating history, limited or less predictable revenues, 
very high risk associated with success, and a substantial risk of principal. 

Analyst Holdings and Compensation: Equity analysts and their staffs at Raymond James are compensated based on a salary 
and bonus system. Several factors enter into the bonus determination including quality and performance of research product, 
the analyst's success in rating stocks versus an industry index, and support effectiveness to trading and the retail and 
institutional sales forces. Other factors may include but are not limited to: overall ratings from internal (other than investment 
banking) or external parties and the general productivity and revenue generated in covered stocks. 

Raymond James Relationships: RJA expects to receive or intends to seek compensation for investment banking services 
from the subject companies in the next three months. 

Company Name Disclosure 

FedEx Corporation Raymond James & Associates received non-investment banking securities-related 
compensation from FOX within the past 12 months. 

YRC Worldwide Inc. Raymond James & Associates makes a NASDAQ market in shares of YRCW. 
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Target Prices: The information below indicates target price and rating changes for the subject companies included in this 
research. 

FedEx Corporation (FDX) 3 yr. Stock Performance Ql 
-nl_Ql 
"tl nl 
Q.C 
;:) 

6/8/04 

11/4/05 94.72 
9/21/05 82.17 

As of Ol/24100 only stocks rated Strong Buy	 Analyst Recommendation" '" 12 Month Price Objective 
or Outperform have target prices aSGigned.	 SB1, Strong Buy NA, Not Applicable 

lol02, Outperform NM, Not MeaningfUl 
HPJ, Market Perform !JR, Under Review 
NU4, Underperform 
NR Not Rated 

Date: 06/06/07 

A"ice -<>- Rating Change ..... Target A"ice Olange 
O:Jverage Suspended -tr- Target A"ice and Rating Change ~ Split Adjustment 

Cl 
l: Ql 
.- l.l
III .­o ...
-Q.
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75.70 

li Ql 
Cll.ln; 'i: 
I-Q. 

NM 
92.00 

NM 

Cl 
l: 

~ 
I:t:: 

3 
2 
3 

Ql Cl li Ql Cl 
- Ql 

l: Ql l:nl_ .­ l.l Cll.l
"tl nl III .­ ~ .~ ~Q.C o ...

-Q. I-Q. I:t::;:) u 

1/30/07 71.50 78.00 2 
10/20/06 75.25 83.00 2 

7/25/06 70.03 79.00 1 
4/20/06 82.08 91.00 2 
1/27/06 75.55 83.00 2 

11/17/05 75.44 81.00 2 
7/22/05 72.34 77.00 2 
3/18/05 74.53 NM 3 
1/27/05 73.18 78.00 2 
1/12/05 79.15 84.00 2 

12/16/04 86.25 UR 2 
11/15/04 84.55 86.00 2 
10/22/04 78.05 83.00 2 

6/8/04 72.75 80.00 2 
Analy.st Recommendations &. 12 j,lonr.h Price Objective 
SE1: Strong Bu)! NA, Not Applicable 
NOl, Outperform Nl-l: not Meaningful 
,·IP] , Market P~t-form OR, Under Review 
t~U'" Underperi'orm 
NR: Not Raced 

As of 01/2'1/00 only stocks rated Strong Buy 
or Outpel"form have target prices assigned. 

United Parcel Service (UPS) 3 yr. Stock Performance 
I02S84.OD 

10Z$7S.00 

Date: 06/06/07 

- A"ice 
Coverage Suspended 

-0- Rating Change 
-tr- Target A"ice and Rating O1ange 

-- ­ - ­ ---­ ---­

....... Target A"ice Olange 
~ Split Adjustment 

YRC Worldwide Inc. (YRCW) 3 yr. Stock Performance Ql Cl li Ql Cl 
- Ql 

l: Ql l:nl_ .­ l.l Cll.l
"tl nl III '­ ~ 'i: iQ.C o ...

-Q. I-Q. I:t::;:) u 

10/27/06 39.93 NM 4 
7/13/05 54.06 NM 3 

As of 01/24/00 only stocks rated Strong Buy 
::or Outperform have target prices assigned. 

Ana.lyst Reccrnmendations & 12 Norcch Price Objective 
SB1, Strong Buy NA: Not Applicable 
~102, Outperform NH: Not J1eaningrul 

Narket Perform OR, Under Review 
HU.. , Underperfor-;;l 
NR, Not Rated 

Date: 06106/07 

- A"ice -<>- Rating Change -m- Target A"ice Change 
-+- Coverage Suspended -tr- Target A"ice and Rating Change ~ Split Adjustment 
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General Risk Factors: Following are some general risk factors that pertain to the projected 12-month target prices included on 
our research for stocks rated Strong Buy or Outpelform: (1) Industry fundamentals with respect to customer demand or product 
/ service pricing could change and adversely impact expected revenues and earnings; (2) Issues relating to major competitors or 
market shares or new product expectations could change investor attitudes toward the sector or this stock; (3) Unforeseen 
developments with respect to the management, financial condition or accounting policies or practices could alter the prospective 
valuation; or (4) External factors that affect the U.S. economy, interest rates, the U.S. dollar or major segments of the economy 
could alter investor confidence and investment prospects. 

Specific Investment Risks Related to the Industry or Issuer 

Logistics Services Industry Risks 
Companies within the logistics services industry are exposed to risks relating to general economic and market conditions, 
including the impact of the status of the economy and interest rate fluctuations. External economic factors such as the volatility 
relating to higher self-insurance retentions, the changing costs of such insurance, and fluctuations in the prices of fuel, natural 
gas, and electricity also can affect the operating costs of logistics companies. Logistics companies in international markets may 
also be exposed to fluctuations in foreign currencies. Also, logistics companies for which unionized labor represents a 
significant number of total employees may be subject to risks associated with labor contract negotiations and potential strikes. 
Intermodal companies can also be impacted by significant unexpected congestion and slowdowns of the U.S. rail network. 

Company-Specific Risks for United Parcel Service 
Union unrest as in pending pilot negotiations can adversely impact the company. Also, changes in pension regulation or 
required funding levels on union related pension plans could impact company cash flows. 

Company-Specific Risks for FedEx Corporation 
FedEx earnings have direct exposure to the domestic economy and Asian export/U.S. import trends. The company can also be 
impacted by a change in terms of a large contract with the U.S. Postal Service. 

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and 
suitability categories, is available at www.ricapitalmarkets.com/SearchForDisclosures main.asp. Copies of research or 
Raymond James' summary policies relating to research analyst independence can be obtained by contacting any 
Raymond James & Associates or Raymond James Financial Services office (please see www.raymondiames.com for 
office locations) or by calling (727) 567-1000 or sending a written request to the Equity Research Library, Raymond 
James & Associates, Inc., Tower 3, 6th Floor, 880 Carillon Parkway, St. Petersburg, FL 33716. 

The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject 
securities. No part of said person's compensation was, is, or will be directly or indirectly related to the specific 
recommendations or views contained in this research report. In addition, said analyst has not received 
compensation from any SUbject company in the last 12 months. 

Investors should consider this report as only a single factor in making their investment decision. 
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For clients in the United Kingdom: 

For clients of Raymond James & Associates (RJA) and Raymond James Financial International, Ltd. (RJFI): 
This report is for distribution only to persons who fall within Articles 19 or Article 49(2) of the Financial Services and 
Markets Act (Financial Promotion) Order 2000 as investment professionals and may not be distributed to, or relied upon, 
by any other person. 

For clients of Raymond James Investment Services, Ltd.: This report is intended only for clients in receipt of 
Raymond James Investment Services, Ltd.'s Terms of Business or others to whom it may be lawfully submitted. 

For purposes of the Financial Services Authority requirements, this research report is classified as objective with respect 
to conflict of interest management. RJA, Raymond James Financial International, Ltd., and Raymond James 
Investment Services, Ltd. are authorized and regulated in the U.K. by the Financial Services Authority. 

For institutional clients in the European Economic Area (EEA) outside of the United Kingdom: 

This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it 
may lawfully be submitted. 

Additional information is available on request. 

Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows: 

This report is provided to clients of Raymond James & Associates, Inc. (RJA) only for your personal, noncommercial use. 
Except as expressly authorized by RJA, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, 
circulate, modify, disseminate or commercially exploit the information contained in this report, in printed, electronic or any other 
form, in any manner, without the prior express written consent of RJA. You also agree not to use the information provided in this 
report for any unlawful purpose. 

This report and its contents are the property of RJA and are protected by applicable copyright, trade secret or other intellectual 
property laws (of the United States and other countries). United States law, 17 U.S.C. Sec.501 et seq, provides for civil and 
criminal penalties for copyright infringement. 

Copyright 2007 Raymond James & Associates, Inc. All rights reserved. 
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