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A little something for everyone

 Structurally sound stories with M&A upside (rails)

 Disruption stories (parcel vs. Amazon)

 Value stories (airlines)

 Niche stories (logistics)

Source: Bernstein Quant Team, Bloomberg, Bernstein Analysis

\\NTS0016\\Rsch1\\North American Transportation\\AIRLINES\\Publishing\\Marketing Deck\\support files\\multiple shares relatives.xlsx#'airlines vs sectors'!'Chart 5'#2025/10/07 02:15 pm#
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Landscape: where to spend your time

Investor 

Sentiment

 Loved stocks 

that ran into 

stiff 

headwinds 

(weak 

volumes on 

tough modal 

competition 

due to slow-

to-tighten 

truck market, 

macro 

concerns, 

energy 

complex)

 M&A has 

renewed 

excitement

 Consumer 

recessionary 

fears beating 

down 

valuations

 FDX has 

turnaround 

potential, 

Freight spin

 Parcel price 

discipline

 De minimis 

impact

 Waiting for a 

turn in truck 

market – 

seeing some 

signs, but 

very slow to 

turn

 Structural 

concerns 

abound on 

asset light 

companies

 Cyclical concerns raised risk that post-COVID 

earnings recovery will be de-railed, but legacy 

network players have shown signs of earnings 

durability even through macro derailments (re: 

early/mid-2025 trade policy, inflation fears, 

consumer sentiment headwinds)

 Segmentation and affinity marketing re-writing 

the industry dynamic – discounters and ULCC 

challenged

 Domestic capacity oversupply is correcting (and 

further benefit from Spirit network downsizing 

during bankruptcy / potential full market exit)

North America Freight

Rail Parcel
Truck / 

Logistics

 CNI, CP, CSX, 

NSC, UNP

 FDX, 

UPS,DHL,  

maybe Royal 

Mail

 CHRW, JBHT, 

EXPD, LSTR, 

XPO, KNX, 

ODFL, WERN, 

HUBG, etc.

U.S. Passenger Airline

Network Discount
Premium 

Value

 AAL, DAL, 

UAL

 LUV, SAVE, 

Frontier

 JetBlue, ALK

Autonomous 

Trucking

 AUR

Trans Tech

 Concern over 

cash runway vs. 

pace of 

technological 

development / 

regulatory 

approval

Source: Bernstein Analysis
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Transport Axioms:  Foundational Concepts

Freight Passenger

 Derived demand industry 

(industrial, resource, consumer)

 Modal competition exists, 

especially b/w rails and trucks for 

shorter hauls

 Rail not competitive in the 

traditional sense

 For competitive markets, pricing 

cost driven – look to labor, oil, 

equipment, tech

 Intermodal rates follow truck rates

 Heavily regulated, data rich

 Consumer industry (business, 

leisure)

 No real substitute over longer 

distances

 Competitive industry, but not 

all capacity is created equally

 Networks are a source of 

differentiated value

 Labor will participate

 Segmentation & affinity 

changing the industry dynamic

 Heavily regulated, data rich

Source: Bernstein Analysis

718683_cc703077-9027-454e-80db-9dad86c21b99.pdf
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Bernstein’s Rules of the Railroad

 Franchises have unique value 

 The industry is not competitive in the traditional sense, but is competitive 

with other modes of transport

 Value of each rail network to the US economy increasingly determined by 

the cost of shipping by truck

 Truck cycle correcting creates near-term risk to rail demand

 Oil is part of the cost equation – higher oil means the railroad is worth more

 Mix shifts support lower capex, and sustain higher returns

 Canadian railroads have a relative advantage that could dissipate with 

U.S. transcontinental mergers

Want to pitch a railroad?

Know where you are in truck / energy markets, M&A potential

718683_cc703077-9027-454e-80db-9dad86c21b99.pdf
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Network Map Overview

Sources: Esri, HERE, Garmin, FAO, NOAA, USGS, EPA, DOT, USCB, Bernstein Analysis

\\\\Nts0016\\rsch1\\North American Transportation\\Industry 
Data\\Rail\\Maps\\Rail Map 2023\\Copy of Data_2023 
map.xlsx#'Legend'!$I$4:$I$12#10/24/2023 1:48:00 PM#

Class I Rails

BNSF

UNP

CSX

NSC

CN

CPKC

FXE

SHARED
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Key Operating Metrics for Class I Rails

Source: Company Reports, STB, Bernstein Estimates and Analysis 

\\\\nts0016\\rsch1\\North American Transportation\\Industry Data\\Rail\\Maps\\Rail Map 2023\\Data_2024 map.xlsx#'Data Summary 24_Client final'!$C$10:$I$37#10/12/2025 6:15:00 PM#

2024 Key Statistics

($ amounts in USD except CN 

and CPKC in C$)

Burlington 

Northern 

Santa Fe LLC

Union Pacific 

Corp
CSX Corp

Norfolk 

Southern Corp

Canadian 

National 

Railway Co

Canadian 

Pacific Kansas 

City Ltd

Freight Revenue, $ Million $22,833 $22,811 $13,197 $12,123 $16,395 $14,223

Total Carloads ('000s) 9,589 8,334 6,277 7,057 5,390 4,370

Average Freight Revenue per Carload, $ $2,381 $2,737 $2,102 $1,718 $3,042 $3,255

Avg. Length of Haul (miles)* 1,187 908 559 559 737 771

Revenue Ton-Miles (Billion) 578 410 194 178 236 211

Gross Ton-Miles (Billion) 1,131 847 384 347 458 389

Average Employees 36,500 30,336 23,369 20,127 25,304 20,144

Total Locomotives 6,800 7,026 3,514 3,245 2,363 2,242

Route Miles 32,897 32,880 19,701 19,154 18,800 20,341

2024 Key Statistics

($ amounts in USD except CN 

and CPKC in C$)

Burlington 

Northern 

Santa Fe LLC

Union Pacific 

Corp
CSX Corp

Norfolk 

Southern Corp

Canadian 

National 

Railway Co

Canadian 

Pacific Kansas 

City Ltd

Freight Revenues / '000 RTM (cents) 3.95 5.57 6.79 6.81 6.96 6.73

Average Freight Revenue per Carload, $ $2,381 $2,737 $2,102 $1,718 $3,042 $3,255

RTM/Employee (Millions) 15.8 13.5 8.3 8.8 9.3 10.5

GTM/Route Mile (Millions) 34.4 25.8 19.5 18.1 24.3 19.1

RTM/GTM (Efficiency) 0.5106 0.4835 0.5055 0.5136 0.5146 0.5437

Adjusted Operating Ratio (company non-gaap) 66.9 60.0 63.2 65.8 62.9 61.3

Compensation / Freight Revenue 25.7% 21.5% 24.0% 23.3% 20.9% 18.0%

Fuel / Freight Revenue 14.3% 10.8% 8.9% 8.1% 12.6% 12.7%
*LOH is calculated, not provided by company filings. Calculations for CN and CPKC involve assumptions for estimating tons per car. 

Volume / Pricing / Operating Statistics

Productivity / Profitability / Cost Structure

718683_cc703077-9027-454e-80db-9dad86c21b99.pdf
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Transcontinental Rail Mergers

 Watershed 

opportunity

 Port diversion

 Truck diversion

 Rail diversion

718683_cc703077-9027-454e-80db-9dad86c21b99.pdf
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Railroads move over 40% of freight in the US, yet they earn only 

about 10% of total transportation revenue

 Rails and trucks 

dominate the 

transportation 

industry and the 

competition / 

cooperation 

between the two 

modes is one of 

the key elements 

of the industry 

dynamics

 Since 2002, rails 

share in freight 

moved decreased 

from 44% to 43%, 

while their share 

in revenue went 

up from 6% to 9%

(think ~50 million fully-loaded truck 

trips from NYC to LA)

The size of the prize

Total annual transportation revenue

3 trillion ton-miles $1 trillion
Total freight moved per year in the US

Truck 44% 81%

Rail 43% 9%

Water 10% 2%

Other 3% 8%

Sources:  DOT, ATA, Wikimedia Commons, Bernstein Analysis 

Notes: 

(1) Total freight moved data is based on 2017 Commodity flow survey. “Other” includes pipelines, air, parcel, and other modes.

(2) Total transportation revenue is based on 2021 ATA trucking data, AAR, and BTS

718683_cc703077-9027-454e-80db-9dad86c21b99.pdf
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 Because railroads are less 

flexible than trucks but able to 

carry heavy loads with low 

costs, their volume mix naturally 

gravitates towards heavier, 

lower value-added products

 Railroads dominate in shipments 

of coal, grain, and, to less 

extent, chemicals and metals.

 However, as railroads improve 

service, the growth is more 

concentrated in volumes related 

to consumer goods.

Railroads are dominant in heavier bulk freight, but their growth is 

concentrated in lighter consumer goods

Source: Commodity Flow Survey 2017, Bernstein Estimates and Analysis

\\\\nts0016\\rsch1\\North American Transportation\\Publishing\\_Deep research (blackbook, long-view, etc.)\\New Railroad Primer 2016\\Primer exhibits\\Primer exhibits.xlsx#'CFS 2017 commodities_mode updat'!'Chart 1'#10/27/2023 2:05:00 PM#

2%

4%

4%

12%

29%

36%

43%

32%

31%

36%

46%

58%

94%

0% 20% 40% 60% 80% 100%

Furniture

Textiles

Other consumer

Machinery & automotive

Petroleum products

Sand, stone, and gravel

Construction products

Farm and food products

Wood and paper

Metals and products

Chemicals

Grain

Coal

Share of freight by ton-miles in 2017, %

Railroads (incl. intermodal) Truck Other modes

718683_cc703077-9027-454e-80db-9dad86c21b99.pdf

file://nts0016/rsch1/North American Transportation/Publishing/_Deep research (blackbook, long-view, etc.)/New Railroad Primer 2016/Primer exhibits/Primer exhibits.xlsx#'CFS 2017 commodities_mode updat'!$U$58


| 13

Source: AAR, Bernstein Analysis

Rail volumes have many product-specific drivers, but should average 

at or slightly above GDP growth level

\\\\nts0016\\rsch1\\North American Transportation\\Industry Data\\Rail\\Railshare Carloadings Data\\Weekly Carloads Blast\\Rail Volume Quarterly Mapping\\Rail YTD carload exhibits for percent exposure to carload type and YoY growth.xlsx#'rail vols by segment_% exposure'!$B$2:$I$11#10/12/2025 7:23:00 PM#

UNP CSX NSC CNI CP

Coal and Coke 10% 11% 10% 9% 11%
Utility coal: power demand, coal vs gas competition Met 

coal: steel production

Negative, but 

decline rate is 

debated

Intermodal 40% 47% 57% 42% 40% Global trade, retail sales, rail vs truck competition
Structural grower; 

GDP++

Merchandise: 50% 42% 33% 50% 50% GDP+

Agricultural Products 15% 10% 8% 13% 14%
Population growth + relative increase in meat 

consumption
GDP+

Chemicals and petroleum products 15% 11% 8% 12% 13% Industrial production, pipeline / truck competition
Crude near-dead; 

rest GDP

Forest Products 2% 5% 2% 5% 3% Construction (lumber), consumer demand (paper) GDP +/-

Minerals and Ores 9% 10% 9% 16% 15% Construction (steel), grain (fertilizers), industrial prod. GDP +/-

Motor Vehicles 9% 6% 6% 4% 5% Auto sales, rail vs truck competition GDP+

Rail Volume (2025 YTD, as 

of Week 39)
Growth Drivers

Long-Term 

Growth Rate

718683_cc703077-9027-454e-80db-9dad86c21b99.pdf
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Rail pricing: not a typical supply/demand story

 Railroads are generally free to set any 

price for their services, and the limits 

to their price are determined by a 

combination of a few factors:

 Modal competition, primarily with truck

 Competition between railroads (not as 

frequent, but happens on certain routes)

 Source competition (e.g., Canadian 

potash vs imported potash)

 Product competition (e.g., gas utilities vs 

coal utilities).

 Specific factors are more or less 

relevant for each product. For 

example, intermodal and auto pricing 

is determined by truck competition, 

while coal pricing is determined by 

either source or price competition.

Note: declining average rate in 1982-2004 is 

the result of cutting down unprofitable 

volumes by railroads and not of the decline 

in the “same-store” price.

Source: AAR, Company Filings, Bernstein Estimates and Analysis

\\NTS0016\\Rsch1\\North American Transportation\\Publishing\\_Deep research (blackbook, long-view, etc.)\\Rail Pricing\\Chapter 1\\Chapter 1 Exhibits.xlsx#'Exhibit 1'!'Chart 1'#2025/10/03 04:16 pm#
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Railroad margins are fantastic

 Improvement in railroad operating ratios (margins) has accelerated over 

the last decade, and today the industry is operating at margin levels 

consistent with the late 1800s

Source: AAR, US Census, Bernstein Analysis

Demand 
Inflection

Widespread
PSRConsolidation and network rationalization: 88Pre deregulation: 95 and dying

\\NTS0016\\Rsch1\\North American Transportation\\Publishing\\Feb 2017\\Rail dinner presentation\\Primer exhibits.xlsx#'Hist margins'!'Chart 5'#2025/10/07 01:01 pm#
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\\NTS0016\\Rsch1\\North American Transportation\\Analysis\\Rail val chart material\\Rail relative cash margins over time - Copy.xlsx#'Rel cash margin'!'Chart 1'#2025/10/03 04:26 pm#
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Shipping Sector vs. the S&P 500

Better cash margins support re-rating, provided we are in a cyclical 

trough

Source: Bernstein Quant Team, Bernstein Analysis

Note: Chart is based on EBITDA margins – Capex / Sales of the Shipping sector, less the same metrics for the S&P500. Our Quant Team includes railroads 

and some smaller trucking and barge operators in the Shipping sector, but Class I Rails comprise over 80% of Shipping sector market cap.

Step change 

in earnings 

quality
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Canada vs. US: Better to be a railroad in Canada

 Two different investment themes:

US – can they grow?

Canada – more likely to get back to growth and easier to look through

Source: Bernstein Research

1. Canada is a resource producing economy, the US is more about information and 

health care

1. GDP driven by freight, not facebook

2. Means more support for resource extraction

2. Rail has advantages in terms of modal competition in Canada that don’t exist in US

1. Fewer highway miles than rail miles in Canada, opposite in US

2. Diesel is taxed at a higher rate

3. Ports are subsidized by Canadian govt (root cause of share gain is one part 

subsidy and one part geometry as rupert is closer to asia)

4. More distributed population (longer lengths of haul)

5. The Mississippi River runs north south – no equivalent east west barge option 

for grains in Canada

3. Canadian power markets never relied on thermal coal the way the US did – most coal 

is exported and Canada a lower cost producer (see 1b above)

4. Rail network is more efficient in Canada – two coast to coast systems with more local 

traffic and less interchange (interchange = cost = less goods moved than would 

otherwise be the case)

What’s the difference?

718683_cc703077-9027-454e-80db-9dad86c21b99.pdf
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 Relatively cheap

 Slower revenue 

growth, turn in truck 

market taking much 

longer than expected

 Some investor 

hesitancy to get in if 

still too early… but we 

say it’s a good time to 

get into the right 

names that are well-

positioned to benefit 

from a turn

Source: Bloomberg, Bernstein Estimates and Analysis

Valuation: P/E multiples are a good proxy, and the market starts to 

price in a freight recession
\\NTS0016\\Rsch1\\North American Transportation\\Market Data\\Factset\\Bloomberg multiple chart.xlsx#'Multiples Analysis'!$A$1:$N$36#2025/10/07 02:18 pm#

As of: Deciles relative to prior ten year average

0 0.1 0.2 0.3 0.4 0.5 0.6 0.7 0.8 0.9 1

CNI
Decile Min 1st 2nd 3rd 4th 5th 6th 7th 8th 9th Max Current

P/E NTM 15.0x 17.1x 18.0x 18.6x 19.0x 19.4x 19.9x 20.4x 21.3x 22.7x 25.5x 16.9x

Rel P/E NTM 0.62x 0.79x 0.86x 0.97x 1.01x 1.03x 1.06x 1.09x 1.12x 1.17x 1.28x 0.7x

EV/EBITDA NTM 9.8x 11.3x 11.9x 12.2x 12.6x 13.0x 13.3x 13.6x 14.1x 14.7x 16.3x 11.6x

P/B 3.7x 4.2x 4.4x 4.6x 4.7x 4.8x 4.9x 5.0x 5.1x 5.3x 5.7x 3.9x

CP
Decile Min 1st 2nd 3rd 4th 5th 6th 7th 8th 9th Max Current

P/E NTM 13.5x 16.1x 17.0x 17.5x 18.3x 20.6x 21.9x 22.6x 23.4x 24.2x 28.0x 20.9x

Rel P/E NTM 0.58x 0.83x 0.90x 0.93x 0.96x 1.00x 1.04x 1.09x 1.18x 1.28x 1.43x 0.8x

EV/EBITDA NTM 9.0x 10.7x 11.3x 12.1x 13.0x 14.3x 15.1x 15.8x 16.4x 21.8x 25.0x 14.3x

P/B 1.9x 2.3x 2.4x 2.6x 5.0x 5.4x 5.8x 6.1x 6.4x 7.0x 8.7x 2.2x

CSX
Decile Min 1st 2nd 3rd 4th 5th 6th 7th 8th 9th Max Current

P/E NTM 11.6x 15.2x 16.1x 16.6x 17.0x 17.7x 18.5x 19.2x 20.1x 21.5x 24.7x 19.6x

Rel P/E NTM 0.54x 0.73x 0.78x 0.83x 0.86x 0.89x 0.94x 0.98x 1.04x 1.12x 1.30x 0.8x

EV/EBITDA NTM 6.6x 8.3x 10.4x 10.8x 11.0x 11.2x 11.4x 11.7x 12.1x 12.8x 14.1x 12.4x

P/B 1.9x 2.5x 3.9x 4.3x 4.6x 4.8x 5.0x 5.2x 5.4x 5.7x 17.1x 5.5x

NSC
Decile Min 1st 2nd 3rd 4th 5th 6th 7th 8th 9th Max Current

P/E NTM 11.5x 15.4x 16.2x 16.9x 17.5x 18.1x 18.6x 19.3x 20.2x 21.4x 24.4x 22.4x

Rel P/E NTM 0.56x 0.79x 0.83x 0.87x 0.90x 0.92x 0.96x 0.98x 1.01x 1.05x 1.14x 0.9x

EV/EBITDA NTM 7.2x 8.9x 9.9x 10.4x 10.8x 11.3x 11.7x 12.1x 12.8x 13.5x 15.1x 13.8x

P/B 1.7x 2.2x 2.7x 2.9x 3.2x 3.5x 3.9x 4.1x 4.3x 4.6x 5.2x 4.6x

UNP
Decile Min 1st 2nd 3rd 4th 5th 6th 7th 8th 9th Max Current

P/E NTM 12.5x 16.5x 17.4x 17.9x 18.3x 18.8x 19.3x 20.2x 21.0x 22.2x 24.2x 18.9x

Rel P/E NTM 0.61x 0.80x 0.85x 0.90x 0.95x 0.98x 1.01x 1.03x 1.07x 1.10x 1.16x 0.7x

EV/EBITDA NTM 7.1x 9.5x 10.3x 11.6x 12.2x 12.6x 13.1x 13.6x 14.1x 14.7x 15.8x 13.1x

P/B 2.9x 3.9x 4.4x 5.4x 6.7x 7.9x 8.5x 9.1x 9.9x 10.7x 13.7x 8.7x

10/06/25
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Summary of rail sector

Industry wide

considerations 

are 

unfavorable, 

margins not 

improving…

…but longer 

term outlook is 

favorable

CSX (CSX) Norfolk Southern (NSC) Canadian National (CNI) Canadian Pacific (CP)Union Pacific (UNP)

1. Macro. PMI in recession, strong dollar = low exports, high rate = low construction

2. Modal competition. Overcapacity in truck is driving lower surface rates, limiting rail share / price

3. Cost inflation. Expensive contract

4. Truck market will tighten up. Market pay system broken – matter of time, boost from Truck intensity of economy 

which goes up with e-commerce and nearshoring

6. Margins will improve with market conditions. Once market turns – you get volume and price at same time, so 

operating leverage and higher rates should get you some margin expansion 

7. Higher industry rates of return. Industry can afford to invest in growth in ways it has never been able to before

Source: Bernstein Estimates and Analysis

5. Transcon will unlock growth. Merger will lower cost and increase velocity, unlocking watershed opportunities, port 

diversion, and rail diversion
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Source: Bloomberg, Bernstein Estimates and Analysis

We rate NSC and UNP Outperform, remain on the sidelines for the 

others

\\\\nts0016\\rsch1\\North American Transportation\\Publishing\\Marketing Decks\\Exhibit Files\\Transports Summary Exhibits.xlsx#'Coverage Summary'!$C$7:$AE$22#10/12/2025 11:01:00 PM#

Canadian National 

Railway Co

Canadian Pacific 

Kansas City L
CSX Corp Norfolk Southern Corp Union Pacific Corp

CNR CN CP CN CSX NSC UNP

Rating M M M O O

Current Price CAD 132 CAD 105 $35 $288 $225

Market Capitalization

TTM Performance

TTM Rel Performance (SPX)

Valuation

EV / NTM Consensus EBITDA

EV / NTM Consensus Sales

P / NTM Consensus EPS 16.6x 20.2x 19.2x 21.6x 18.0x

Target Multiple (x NTM+1 EPS) 16.2x 20.9x 18.6x 22.1x 20.6x

One year price target CAD 148 CAD 121 $37 $347 $294

Potential Upside / (Downside) - % 12% 15% 4% 20% 30%

7.5x 5.9x 6.5x 6.6x5.9x

11.7x

-3%

-20%

$64,772 $133,702

14.3x 12.4x 13.6x 12.8x

20%

3%

4%

-12%

-15%

-32%

-5%

-21%

Rails

$82,093 $95,098 $66,163

Millions; USD with exception of CNR and CP ($CAD). 

Data from 10/10/25.
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 Low return on 

capital

 Can’t stop 

spending on low 

return growth

 Higher growth

 High return on 

capital

 Hasn’t been 

spending enough 

to drive growth

 Lower growth

UPS

FDX

Bernstein’s Tao of Parcel

Source: Bernstein Analysis
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Both move packages, but different companies and challenges

 UPS integrated systems has been congested with low rent e-commerce traffic

 FDX is integrating systems…and also dealing with high growth / low profit traffic and a spinout of the 

LTL freight business

UPS and FDX: restructuring stories in challenged end markets

Source: Company Reports, IBA, Bernstein Estimates and Analysis

\\\\nts0016\\rsch1\\North American Transportation\\Publishing\\Marketing Decks\\2015 relaunch on ups fdx\\Master Data File for UPS and FDX.xlsx#'End Market Comparison EMC'!$C$11:$I$34#10/12/2025 11:26:00 PM#

TTM Data: 1Q:26 for FDX, 2Q:25 for UPS

$ millions Revenue % of Total Adj. Margin Revenue % of Total Adj. Margin

Packages & Air Cargo $76,115 86% 7.3% $81,644 87% 9.6%

Domestic US 51,580 58% 63,452 68%

International 23,591 27% 18,192 19%

LTL Trucking 8,820 10% 16.1% N/A N/A

Forwarding / Logistics N/A N/A 9,988 11%

Other & Eliminations(other customer solutions/services) 3,656 4% 1,681 2%

Total 88,591 100% 7% 93,313 100% 9%

Number of Jet Aircraft

Average age (years)

Courier Networks

- Express (employee, non-union) - UPS (employee, union)

- Ground (Ground with Smartpost insourced)

Annual Package Volume (Packages, Millions) 4,353 5,549

Annual Airfreight Volume (Pounds, Millions) 4,708 nmf

Annual LTL Freight Volume (Pounds, Millions) 22,573 0

FDX data as of TTM ended: 1Q:26

UPS data as of TTM ended: 2Q:25

Several One

FDX UPS

392 291

7.4%

22.2 years18.6 years
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file://nts0016/rsch1/North American Transportation/Publishing/Marketing Decks/2015 relaunch on ups fdx/Master Data File for UPS and FDX.xlsx#'End Market Comparison EMC'!$C$11:$I$34


| 24

Sector Thesis

 Last of the large cap transport sectors to get lean and disciplined

 Matching resource to available demand a better way to maintain margins through the 

cycle

 Rail

 LTL

 Pricing to value

 No longer pricing to marginal costs, moving towards averages

 Culling capacity vs. chasing volume with rate

 Value going up as lower cost options less available (USPS, consolidators)

 Demand durable long term

 B2C - Consumers will pay for convenience, retailers need national networks

 B2B – Nearshoring supports better volumes (smaller, more frequent shipments)

 Barriers to entry for a national network real – disruption risk overstated

 UPS: needs to exit low profit packages and cut domestic capacity

 FDX: needs to integrate networks (cut capacity) and spin off Freight

718683_cc703077-9027-454e-80db-9dad86c21b99.pdf
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 FDX and UPS have de-rated 

relative to the broader market 

over the last several years over 

concerns about earnings 

leverage to e-commerce growth 

 B2B volumes stagnant

 Fears that we are entering an 

era of profitless parcel prosperity 

have been fueled by relatively 

uninspiring margin performance 

at the UPS Domestic segment 

and the FDX Ground segment

 E-commerce packages are low 

margin – need to let them go 

and price services to value of 

the network

The risk of disruption and profitability of e-commerce packages are 

the key controversies for both UPS and FDX

Source: Company Reports, Bloomberg, Bernstein Analysis

\\\\nts0016\\rsch1\\North American Transportation\\Publishing\\June 2017\\long view final mile\\Multiples.xlsx#'Sheet1'!'Chart 2'#10/13/2025 12:02:00 AM#
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Valuation:  Trough on trough

Source: Bloomberg, Bernstein Estimates and Analysis

As of: Deciles relative to prior ten year average

UPS
Decile Min 1st 2nd 3rd 4th 5th 6th 7th 8th 9th Max Current

P/E NTM 11.4x 13.5x 14.5x 15.1x 15.6x 16.2x 17.1x 17.8x 18.3x 18.9x 22.8x 12.7x

Rel P/E NTM 0.48x 0.63x 0.72x 0.76x 0.80x 0.83x 0.87x 0.92x 0.96x 1.04x 1.19x 0.5x

EV/EBITDA NTM 7.7x 9.2x 9.6x 9.8x 10.0x 10.3x 10.5x 10.9x 11.5x 12.9x 15.4x 9.9x

P/B 4.5x 6.5x 7.4x 9.2x 15.3x 23.8x 27.8x 34.8x 45.0x 82.0x 253.1x 4.7x

FDX
Decile Min 1st 2nd 3rd 4th 5th 6th 7th 8th 9th Max Current

P/E NTM 8.9x 10.5x 11.4x 12.2x 12.8x 13.2x 13.8x 14.2x 14.8x 15.6x 20.8x 13.2x

Rel P/E NTM 0.44x 0.50x 0.54x 0.58x 0.63x 0.68x 0.72x 0.77x 0.81x 0.84x 0.90x 0.5x

EV/EBITDA NTM 4.9x 6.0x 6.4x 6.6x 6.8x 7.0x 7.2x 7.4x 7.8x 8.2x 10.0x 6.9x

P/B 1.5x 2.0x 2.2x 2.3x 2.4x 2.5x 2.8x 3.1x 3.4x 3.5x 4.3x 2.1x

10/06/25
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Bernstein’s Freedoms of the Skies

 Industry remains competitive, but basis of competition is changing

 Networks are differentiated, driving differentiated returns

 As product is marketed more effectively, unit revenue will rise, and cost of 

competing will increase (bad for low-cost models)

 Segmentation of cabin = defend low end

 Premiumization of cabin = price high end

 Clip credit card coupons

 Significant opportunities to deploy capital in ways that don’t destroy yields

 The market is much more disciplined than investors believe

Airlines are discounting end of cycle risk in a non-

traditional cycle

718683_cc703077-9027-454e-80db-9dad86c21b99.pdf
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Industry Aspect Measure

 Consolidation  4 firm concentration: 82%

 Yields  Stable for first time in 60 years

 Segmentation  Capturing consumer surplus created 

by decades of wasteful marketing

 Capital deployment  Investing in catering, systems, and 

renewal – not incremental capacity

 Labor participation  Parity with profit sharing

 Capacity discipline  Limited returns to scale for large 

incumbents

 Barriers to entry  Industry has never been more 

profitable (or able to defend share)

Why does it make sense to believe things are changing?

Source: DOT, Company Reports, Bernstein Estimates and Analysis
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Industry dynamics: Is it different this time?

 For the few years leading up to Covid: Stable yields, supply better matched with demand

 Covid-era: Yields decline on weaker consumer demand

 Post-Covid: Yields rise back up to pre-Covid levels as airlines continue to work to meet post-

Covid demand surge with sufficient capacity, market still slightly undersupplied

Source: DOT, IATA, Airlines for America, MIT, Haver Analytics, and Bernstein Analysis

\\\\NTS0016\\Rsch1\\North American Transportation\\AIRLINES\\Publishing\\Marketing Deck\\support files\\historical real yield.xlsx#'Sheet1 updated'!'Chart 2'#10/14/2024 2:41:00 PM#
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\\nts0016\\rsch1\\North American Transportation\\Airlines Blackbook\\Ch 5 - Segmentation and Premiumization\\Segmentation and Premiumization Exhibits - Consolidated.xlsx#'7. EBIT Margin by Carrier Type'!'Chart 7'#2025/10/07 12:25 pm#
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Industry dynamics: Is it different this time?

 For the few years leading up to Covid: Stable yields, supply better matched with demand

 Covid-era: Yields decline on weaker consumer demand

 Post-Covid: Yields rise back up to pre-Covid levels as airlines continue to work to meet post-

Covid demand surge with sufficient capacity, market still slightly undersupplied

Source: DOT, IATA, Airlines for America, MIT, Haver Analytics, and Bernstein Analysis
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Why can’t they charge more?

Air travel is cheap and historically poorly marketed (slowly 

improving with new direct NDC product distribution), but it 

does not behave like a commodity

Source: Diio, Bernstein Analysis

\\NTS0016\\Rsch1\\North American Transportation\\AIRLINES\\Analysis\\Fares\\Fare band analysis.xlsx#'discount carriers - 2024 update'!'Chart 5'#2025/10/07 02:11 pm#
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Distribution of Passenger Fares

Legacy vs. Discount Carrier Fare Bands

Discount Carriers: YE Q4 2006 Discount Carriers: YE Q4 2024 Legacy Carriers: YE Q4 2006 Legacy Carriers: YE Q4 2024

Market is overly focused on 
low-end of fare distribution, 
where netwrok carriers
intentionally protect low price
product with basic 
economy...

...but segmenting the cabin is allowing the 
industry to capture some of the consumer 
surplus that has always existed further up 
the fare ladder
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Platforming of Basic product means low end of market oversupplied

Source: Diio, Bernstein Analysis

Flooding the market with low end capacity: the industry has 

added a Spirit sized airline with Basic fares

\\\\nts0016\\rsch1\\North American Transportation\\AIRLINES\\Analysis\\Segementation\\capacity of basic economy.xlsx#'Sheet1'!$A$224:$M$255#10/13/2025 12:05:00 AM#

Seats in Schedule YE Dec 2015 YE Dec 2016 YE Dec 2017 YE Dec 2018 YE Dec 2019 YE Dec 2020 YE Dec 2021 YE Dec 2022 YE Dec 2023 YE Dec 2024 YE Dec 2025 CAGR

Seats 768,199,839 879,614,771 908,477,580 956,902,270 996,766,064 622,294,804 807,890,380 941,040,904 1,021,150,082 1,057,290,713 1,069,272,036 3%

First/Business 46,469,739 54,586,351 57,222,317 60,792,875 63,720,177 39,320,454 54,832,614 62,748,442 68,023,683 71,957,079 75,553,889 5%

Prem Econ 0 38 3,471 61,584 98,562 142,708 583,703 454,840 357,251 289,289 2,918,627

Southwest 183,846,787 191,382,448 198,073,174 203,839,687 205,757,605 146,855,619 165,514,442 203,589,138 228,204,495 226,193,269 223,985,914 2%

Econ Legacy 410,148,943 491,623,847 498,571,766 518,031,374 537,743,262 316,315,876 421,567,595 478,190,531 511,107,973 537,250,816 554,386,308 3%

Econ Prem Value 81,123,702 86,306,291 90,838,501 100,837,746 104,032,222 57,661,105 78,537,726 95,561,757 98,262,548 95,088,312 96,496,640 2%

Econ Discounter / ULCC 35,625,171 42,609,680 49,071,831 57,162,858 78,870,402 61,999,042 86,616,107 100,476,307 115,179,129 126,474,967 117,458,520 13%

Percent of Econ Sold as Basic

Legacy 1.2% 1.2% 4.0% 4.5% 5.0% 5.5% 6.0% 6.5% 7.0% 8.5% 8.5%

DAL (started 2012) 3.0% 3.5% 4.0% 4.5% 5.0% 5.5% 6.0% 6.5% 7.0% 8.5% 8.5%

UAL (2017) 0.0% 0.0% 4.0% 4.5% 5.0% 5.5% 6.0% 6.5% 7.0% 8.5% 8.5%

AAL (2017) 0.0% 0.0% 4.0% 4.5% 5.0% 5.5% 6.0% 6.5% 7.0% 8.5% 8.5%

Prem Value 0.0% 0.0% 0.0% 0.9% 2.5% 3.6% 4.9% 5.9% 6.8% 8.5% 8.5%

ALK (2018) 2.0% 4.0% 4.8% 5.5% 6.3% 7.0% 8.5% 8.5%

JBLU (2019) 1.5% 3.0% 5.0% 6.0% 6.8% 8.5% 8.5%

HA (2021) 2.0% 4.0% 6.0% 8.5% 8.5%

Total 757,214,342 866,508,655 893,781,060 940,726,124 990,222,230 622,294,804 807,652,187 941,021,015 1,021,135,079 1,057,253,732 1,070,799,898 4%

First/Business 46,469,739 54,586,351 57,222,317 60,792,875 63,720,177 39,320,454 54,832,614 62,748,442 68,023,683 71,957,079 75,553,889 5%

Prem Econ 0 38 3,471 61,584 98,562 142,708 583,703 454,840 357,251 289,289 2,918,627

Southwest 183,846,787 191,382,448 198,073,174 203,839,687 205,757,605 146,855,619 165,514,442 203,589,138 228,204,495 226,193,269 223,985,914 2%

Legacy Main Cabin 405,201,875 485,615,118 478,628,895 494,719,962 510,856,099 298,918,503 396,273,539 447,108,146 475,330,415 491,584,497 507,263,472 2%

Legacy Prem Value 81,123,702 86,306,291 90,838,501 99,893,719 101,382,590 55,576,810 74,685,616 89,942,033 91,602,605 87,005,805 88,294,426 1%

Econ Discounter / ULCC 35,625,171 42,609,680 49,071,831 57,162,858 78,870,402 61,999,042 86,616,107 100,476,307 115,179,129 126,474,967 117,458,520 13%

Basic (Legacy & Prem Value) 4,947,068 6,008,729 19,942,871 24,255,439 29,536,795 19,481,668 29,146,166 36,702,108 42,437,501 53,748,826 55,325,051 27%

Equivalent to adding an entire Spirit Airlines 

within the existing networks
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Segmentation & Premiumization has been lucrative for the Big 3

$188
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$6 $211

2015 Avg Fare 1st Decile 2nd Decile 3rd Decile 4th Decile 5th Decile 6th Decile 7th Decile 8th Decile 9th Decile 10th Decile 2023 Avg Fare

Contribution to Nominal Avg. Fare Change
by Decile of Customer Fare Rank

Keeping main cabin affordable, taking price from customers 

willing to pay for a better experience

 Looking at the change in fare 

amount by decile across the Big 3 

since segmentation, we see a 

slight decrease in the bottom 

decile due to the introduction of 

basic economy fares, designed to 

compete with discount carriers.

 However, the increase in the top 

eight deciles (premiumization) 

collectively has more than made 

up for the hit on the low-end, 

resulting in an overall 12% 

increase in the average nominal 

fare from 2015 to 2023

Source: Company Reports, Bernstein Estimates and Analysis
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Controversies & Conclusion

− Day to day

• Unit revenue discipline

• Capacity discipline

• What current market conditions say about future earnings revisions

− Long term thematic issues that matter

• Is this a commodity 

• Profitability challenged in half the market

• Value of price discrimination through product segmentation

• Impact of fleet and network changes on the cost of growth 

• Rise of global airline holding companies

• Opportunities to deploy capital wisely (systems, airports, expansion, etc.)

• Low-cost carrier competition (domestic and international)

• Potential for through cycle capital return

• Valuation – what is midcycle and what should you pay?

Low cost and discount airlines aren’t making money and 

have to raise fares, which is good for UAL and DAL
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Source: Bloomberg, Bernstein Estimates and Analysis

We rate DAL, UAL, AAL Outperform, remain on the sidelines for LUV

\\\\nts0016\\rsch1\\North American Transportation\\Publishing\\Marketing Decks\\Exhibit Files\\Airlines Summary Exhibits.xlsx#'Coverage Summary'!$C$8:$P$31#10/12/2025 11:18:00 PM#

Rating

Current Price

Market Capitalization

TTM Performance

TTM Rel Performance (SPX)

Valuation

EV / NTM Consensus EBITDA

EV / NTM Consensus Sales

P / NTM Consensus EPS

Target Multiple (x NTM+1 EPS)

One year price target

Potential Upside / (Downside) - %

LCCsNetwork Airlines

Delta Air Lines Inc United Airlines Holdings Inc American Airlines Group Inc Southwest Airlines Co

6.1x

DAL LUVAALUAL

M

$57

$37,532

12%

-1%

$12

$7,601

O O O

Data from 10/10/2025.
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-2%

-15%
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39%

$74

29%

6.0x 5.3x 6.0x

$97
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$31
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DISCLOSURE APPENDIX

I. REQUIRED DISCLOSURES

References to "Bernstein" or the “Firm” in these disclosures relate to the following entities: Bernstein Institutional Services LLC (April 1, 2024 onwards), Sanford C. Bernstein & Co.,
LLC (pre April 1, 2024), Bernstein Autonomous LLP, BSG France S.A. (April 1, 2024 onwards), Sanford C. Bernstein (Hong Kong) Limited 盛博香港有限公司, Sanford C. Bernstein
(Canada) Limited, Sanford C. Bernstein (India) Private Limited (SEBI registration no. INH000006378), Sanford C. Bernstein (Singapore) Private Limited and Sanford C. Bernstein
Japan KK (サンフォード・C・バーンスタイン株式会社).

On April 1, 2024, Société Générale (SG) and AllianceBernstein, L.P. (AB) completed a transaction that created a new joint venture in which their respective cash equities and
research businesses operate in a new business combination. Although their respective ownership percentages in the joint venture differ between North America and the rest of
the world, the creation, production and publication of research is handled collaboratively on a global basis across the two research brands, “Bernstein” and “Autonomous”.
Unless specifically noted otherwise, for purposes of these disclosures, references to Bernstein’s “affiliates” relate to both SG and AB and their respective affiliates.

VALUATION METHODOLOGY

This research publication covers six or more companies. For valuation methodology and other company disclosures:
Please visit: https://bernstein-autonomous.bluematrix.com/sellside/Disclosures.action.
Or, you can also write to the Director of Compliance, Bernstein Institutional Services LLC, 245 Park Avenue, New York, NY 10167.

RISKS

This research publication covers six or more companies. For risks and other company disclosures:
Please visit: https://bernstein-autonomous.bluematrix.com/sellside/Disclosures.action.
Or, you can also write to the Director of Compliance, Bernstein Institutional Services LLC, 245 Park Avenue, New York, NY 10167.

RATINGS DEFINITIONS, BENCHMARKS AND DISTRIBUTION

EQUITY RATINGS DEFINITIONS

Bernstein brand

The Bernstein brand rates stocks based on forecasts of relative performance for the next 12 months versus the S&P 500 for stocks listed on the U.S. and Canadian exchanges,
versus the Bloomberg Europe Developed Markets Large and Mid Cap Price Return Index (EDM) for stocks listed on the European exchanges and emerging markets exchanges
outside of the Asia Pacific region, versus the Bloomberg Japan Large and Mid Cap Price Return Index USD (JP) for stocks listed on the Japanese exchanges, and versus the
Bloomberg Asia ex-Japan Large and Mid Cap Price Return Index (ASIAX) for stocks listed on the Asian (ex-Japan) exchanges -unless otherwise specified.

The Bernstein brand has three categories of ratings:

• Outperform: Stock will outpace the market index by more than 15 pp

• Market-Perform: Stock will perform in line with the market index to within +/-15 pp
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• Underperform: Stock will trail the performance of the market index by more than 15 pp

Coverage Suspended: Coverage of a company under the Bernstein research brand has been suspended. Ratings and price targets are suspended temporarily, are no longer
current, and should therefore not be relied upon.

Not Rated: A rating assigned when the stock cannot be accurately valued, or the performance of the company accurately predicted, at the present time. The covering analyst may
continue to publish research reports on the company to update investors on events and developments.

Not Covered (NC) denotes companies that are not under coverage.

Bernstein brand stock ratings are based on a 12-month time horizon.

Autonomous brand – common stocks

The Autonomous brand rates common stocks as indicated below. As our benchmarks we use the Bloomberg Europe 500 Banks And Financial Services Index (BEBANKS) and
Bloomberg Europe Dev Mkt Financials Large and Mid Cap Price Ret Index EUR (EDMFI) index for developed European banks and Payments, the Bloomberg Europe 500 Insurance
Index (BEINSUR) for European insurers, the S&P 500 and S&P Financials for US banks and Payments coverage, S5LIFE for US Insurance, the S&P Insurance Select Industry
(SPSIINS) for US Non-Life Insurers coverage, and the Bloomberg Emerging Markets Financials Large, Mid and Small Cap Price Return Index (EMLSF) for emerging market banks
and insurers and Payments. Ratings are stated relative to the sector (not the market).

The Autonomous brand has three categories of common stock ratings:

• Outperform (OP): Stock will outpace the relevant index by more than 10 pp

• Neutral (N): Stock will perform in line with the market index to within +/-10 pp

• Underperform (UP): Stock will trail the performance of the relevant index by more than 10 pp

Coverage Suspended: Coverage of a company under the Autonomous research brand has been suspended. Ratings and price targets are suspended temporarily, are no longer
current, and should therefore not be relied upon.

Not Rated: A rating assigned when the stock cannot be accurately valued, or the performance of the company accurately predicted, at the present time. The covering analyst may
continue to publish research reports on the company to update investors on events and developments.

Those denoted as ‘Feature’ (e.g., Feature Outperform FOP, Feature Under Outperform FUP) are our core ideas.

Not Covered (NC) denotes companies that are not under coverage.

Autonomous brand common stock ratings are based on a 12-month time horizon.

Autonomous brand – preferred stocks

The Autonomous brand has three categories of preferred stock ratings:
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• Outperform (OP): The total return of the preferred instrument is expected to outperform preferred securities of other issuers operating in similar sectors or rating categories
over the next six months.

• Neutral (N): The total return of the preferred instrument is expected to perform in line with preferred securities of other issuers operating in similar sectors or rating categories
over the next six months.

• Underperform (UP): The total return of the preferred instrument is expected to underperform preferred securities of other issuers operating in similar sectors or rating categories
over the next six months.

Autonomous preferred stock ratings are based on a 6-month time horizon.

AUTONOMOUS CREDIT RESEARCH

Where this report contains investment recommendations for credit instruments, as defined in article 3(1)(35) of the Market Abuse Regulation, the information below is presented
to comply with its disclosure requirements.

The report may also include reference(s) to published opinions by other Autonomous or Bernstein analysts covering the equity securities of the issuer(s) referenced herein. Please
note an investment recommendation for credit instruments published by the author(s) of this report may differ from the published view of the analyst covering equity securities
for the issuer(s) contained in this report and vice versa.

CREDIT RATINGS DEFINITIONS

The Autonomous brand has three categories of credit ratings:

• Credit Outperform (C-OP): The total return of the Reference Credit Instrument is expected to outperform the credit spread of bonds of other issuers operating in similar sectors
or rating categories over the next six months.

• Credit Neutral (C-N): The total return of the Reference Credit Instrument is expected to perform in line with the credit spread of bonds of other issuers operating in similar
sectors or rating categories over the next six months.

• Credit Underperform (C-UP): The total return of the Reference Credit Instrument is expected to underperform the credit spread of bonds of other issuers operating in similar
sectors or rating categories over the next six months.

Autonomous credit ratings are based on a 6-month time horizon.

A list of all investment recommendations produced by the author(s) of this report alongside credit ratings history are available upon request.

It is at the sole discretion of the Firm as to when to initiate, update and cease research coverage. The Firm has established, maintains and relies on information barriers to control
the flow of information contained in one or more areas (i.e. the private side) within the Firm, and into other areas, units, groups or affiliates (i.e. public side) of the Firm
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DISTRIBUTION OF EQUITY RATINGS/INVESTMENT BANKING SERVICES
Rating Market Abuse Regulation (MAR) and FINRA Rule

2241 classification
Count Percent Count* Percent*

Outperform BUY 620 51.07% 112 18.06%

Market-Perform (Bernstein Brand)

Neutral (Autonomous Brand)
HOLD 420 34.60% 81 19.29%

Underperform SELL 174 14.33% 19 10.92%

* These figures represent the number and percentage of companies in each category to whom Bernstein and Autonomous provided investment banking services.
As of September 30, 2025. All figures are updated quarterly.

Prior to April 1, 2024, Sanford C. Bernstein & Co., LLC. issued the ratings and price target information in the graph(s) below for the following companies: Canadian National Railway
Co, Canadian Pacific Kansas City Ltd, CH Robinson Worldwide Inc, CSX Corp, FedEx Corp, JB Hunt Transport Services Inc, Norfolk Southern Corp, Union Pacific Corp, United
Parcel Service Inc, American Airlines Group Inc, Delta Air Lines Inc, Southwest Airlines Co and United Airlines Holdings Inc.

PRICE CHARTS/ RATINGS AND PRICE TARGET HISTORY

This research publication covers six or more companies. For price chart and other company disclosures, please visit https://bernstein-autonomous.bluematrix.com/sellside/
Disclosures.action or you can write to the Director of Compliance, Bernstein Institutional Services LLC, 245 Park Avenue, New York, NY 10167.

CONFLICTS OF INTEREST

Bernstein Autonomous LLP or BSG France SA, beneficially, has either a net long or short position of 0.5% or more of the total issued share capital of a class of common equity
securities of the following MiFID eligible securities: CH Robinson Worldwide Inc and CSX Corp.

SG and/or its affiliates beneficially own 1% or more of a class of common equity securities of the following company: Delta Air Lines Inc.

Bernstein and/or affiliates have received compensation for investment banking services in the past twelve months from United Parcel Service Inc.

Bernstein and/or affiliates have received compensation for non-investment banking securities-related products or services in the previous twelve months from the following
clients: United Parcel Service Inc, American Airlines Group Inc and Delta Air Lines Inc.

An affiliate of Bernstein has received compensation for non-investment banking securities-related products or services in the previous twelve months from the following clients:
United Airlines Holdings Inc.

Bernstein and/or affiliates expect to receive or intend to seek compensation for investment banking services in the next three months from United Parcel Service Inc.

David Vernon has a financial interest in the equity securities of CSX Corp.
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Certain affiliates of Bernstein act as market maker or liquidity provider in the equities securities of: Canadian National Railway Co, CH Robinson Worldwide Inc, CSX Corp, FedEx
Corp, JB Hunt Transport Services Inc, Norfolk Southern Corp, Union Pacific Corp, United Parcel Service Inc, American Airlines Group Inc, Delta Air Lines Inc, Southwest Airlines
Co and United Airlines Holdings Inc.

Certain affiliates of Bernstein act as market maker or liquidity provider in the debt securities of: Canadian National Railway Co, CSX Corp, FedEx Corp, Norfolk Southern Corp,
Union Pacific Corp and United Parcel Service Inc.

Affiliates of Bernstein managed or co-managed in the past twelve months a public offering of securities of United Parcel Service Inc.

Bernstein and/or affiliates had an investment banking client relationship during the past twelve months with United Parcel Service Inc.

OTHER MATTERS

The legal entity(ies) employing the analyst(s) listed in this report, and their location, can be determined by the country code of their phone number, as follows:

+1 Bernstein Institutional Services LLC; New York, New York, USA

+44 Bernstein Autonomous LLP; London UK

+33 BSG France S.A.; Paris, France

+34 BSG France S.A.; Madrid, Spain

+41 Bernstein Autonomous LLP; Geneva, Switzerland

+49 BSG France S.A.; Frankfurt, Germany

+91 Sanford C. Bernstein (India) Private Limited; Mumbai, India

+852 Sanford C. Bernstein (Hong Kong) Limited 盛博香港有限公司; Hong Kong, China

+65 Sanford C. Bernstein (Singapore) Private Limited; Singapore

+81 Sanford C. Bernstein Japan KK; Tokyo, Japan

Where this report has been prepared by research analyst(s) employed by a non-US affiliate, such analyst(s), is/are (unless otherwise expressly noted below) not registered as
associated persons of Bernstein Institutional Services LLC or any other SEC-registered broker-dealer and are not licensed or qualified as research analysts with FINRA. Accordingly,
such analyst(s) may not be subject to FINRA’s restrictions regarding (among other things) communications by research analysts with a subject company, interactions between
research analysts and investment banking personnel, participation by research analysts in solicitation and marketing activities relating to investment banking transactions, public
appearances by research analysts, and trading securities held by a research analyst account.

CERTIFICATION
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Each research analyst listed in this report, who is primarily responsible for the preparation of the content of this report, certifies that all of the views expressed in this publication
accurately reflect that analyst's personal views about any and all of the subject securities or issuers and that no part of that analyst's compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views in this publication.

II. ADDITIONAL GLOBAL CONFLICT DISCLOSURES

It is at the sole discretion of the Firm as to when to initiate, update and cease research coverage. The Firm has established, maintains and relies on information barriers to control
the flow of information contained in one or more areas (i.e., the private side) within the Firm, and into other areas, units, groups or affiliates (i.e., public side) of the Firm.

III. OTHER IMPORTANT INFORMATION AND DISCLOSURES

Separate branding is maintained for “Bernstein” and “Autonomous” research products.

• Bernstein produces a number of different types of research products including, among others, fundamental analysis and quantitative analysis under both the “Autonomous” and
“Bernstein” brands. Recommendations contained within one type of research product may differ from recommendations contained within other types of research products,
whether as a result of differing time horizons, methodologies or otherwise. Furthermore, views or recommendations within a research product issued under one brand may
differ from views or recommendations under the same type of research product issued under the other brand. The Research Ratings System for the two brands and other
information related to those Rating Systems are included in the previous section.

• Autonomous operates as a separate business unit within the following entities: Bernstein Institutional Services LLC, Bernstein Autonomous LLP, Sanford C. Bernstein (Hong
Kong) Limited 盛博香港有限公司 and Sanford C. Bernstein (India) Private Limited. For information relating to “Autonomous” branded products (including certain Sales materials)
please visit: www.autonomous.com. For information relating to Bernstein branded products please visit: www.bernsteinresearch.com.

Analysts are compensated based on aggregate contributions to the research franchise as measured by account penetration, productivity and proactivity of investment ideas. No
analysts are compensated based on performance in, or contributions to, generating investment banking revenues.

This report has been produced by an independent analyst as defined in Article 3 (1)(34)(i) of EU 596/2014 Market Abuse Regulation (“MAR”) and the same article of MAR as it
forms part of United Kingdom domestic law by virtue of the European Union (Withdrawal) Act 2018.

To our readers in the United States: Bernstein Institutional Services LLC, a broker-dealer registered with the U.S. Securities and Exchange Commission (“SEC”) and a member
of the U.S. Financial Industry Regulatory Authority, Inc. (“FINRA”) is distributing this publication in the United States and accepts responsibility for its contents. Where this material
contains an analysis of debt product(s), such material is intended only for institutional investors and is not subject to the US independence and disclosure standards applicable
to debt research prepared for retail investors.

Bernstein Institutional Services LLC may act as principal for its own account or as agent for another person (including an affiliate) in sales or purchases of any security which is a
subject of this report. This report does not purport to meet the objectives or needs of any specific individuals, entities or accounts.

To our readers in Canada: If this publication pertains to a Canadian domiciled company, it is being distributed in Canada by Sanford C. Bernstein (Canada) Limited, which is
licensed and regulated by the Canadian Investment Regulatory Organization. If the publication pertains to a non-Canadian domiciled company, it is being distributed by Bernstein
Institutional Services LLC, which is licensed and regulated by both the SEC and FINRA, into Canada under the International Dealers Exemption.

This document may not be passed onto any person in Canada unless that person qualifies as "permitted client" as defined in Section 1.1 of NI 31-103.
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To our readers in Brazil: This report has been prepared by Bernstein Institutional Services LLC, and Banco BTG Pactual S.A. ("BTG") is responsible for the distribution of this
report in Brazil.

To readers in the United Kingdom: This publication has been issued or approved for issue in the United Kingdom by Bernstein Autonomous LLP, authorised and regulated by
the Financial Conduct Authority and located at 60 London Wall, London EC2M 5SH, +44 (0)20-7170-5000. Registered in England & Wales No OC343985.

This document is for distribution only to persons who (i) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Financial Promotion Order”), (ii) are persons falling within Article 49(2)(a) to (d) (“high net worth companies,
unincorporated associations, etc.”) of the Financial Promotion Order, (iii) are outside the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in
investment activity (within the meaning of section 21 of the FSMA) in connection with the issue or sale of any securities may otherwise lawfully be communicated or caused to
be communicated (all such persons together being referred to as “relevant persons”). This document is directed only at relevant persons and must not be acted on or relied on
by persons who are not relevant persons. Any investment or investment activity to which this document relates is available only to relevant persons and will be engaged in only
with relevant persons.

To our readers in the member states of the EEA: This publication is being distributed by BSG France SA, which is authorised and regulated by the Autorité de Contrôle Prudentiel
et de Résolution (ACPR) and Autorité des Marchés Financiers (AMF).

To our readers in Hong Kong: This publication is being distributed in Hong Kong by Sanford C. Bernstein (Hong Kong) Limited 盛博香港有限公司, which is licensed and regulated
by the Hong Kong Securities and Futures Commission (Central Entity No. AXC846) to carry out Type 4 (Advising on Securities) regulated activities and subject to the licensing
conditions mentioned in the SFC Public Register (https://www.sfc.hk/publicregWeb/corp/AXC846/details)). This publication is solely for professional investors, as defined in the
Securities and Futures Ordinance (Cap. 571).

To our readers in Singapore: This publication is being distributed in Singapore by Sanford C. Bernstein (Singapore) Private Limited, only to accredited investors or institutional
investors, as defined in the Securities and Futures Act 2001 of Singapore ("SFA"). Recipients in Singapore should contact Sanford C. Bernstein (Singapore) Private Limited in
respect of matters arising from, or in connection with, this publication. Sanford C. Bernstein (Singapore) Private Limited is regulated by the Monetary Authority of Singapore and
licensed under the SFA as a capital markets services licence holder for dealing in capital markets products that are securities and collective investment schemes and an exempt
financial adviser for advising on, issuing and promulgating analyses and reports on securities. Sanford C. Bernstein (Singapore) Private Limited is registered in Singapore with
Company Registration No. 20213710W and located at One Raffles Quay, #27-11 South Tower, Singapore 048583, +65-6230-4612.

To our readers in the People’s Republic of China: The securities referred to in this document are not being offered or sold and may not be offered or sold, directly or indirectly, in
the People's Republic of China (for such purposes, not including the Hong Kong and Macau Special Administrative Regions or Taiwan, the “PRC”) in contravention of any applicable
laws of the PRC.

This document does not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC to any person to whom it is unlawful to make the offer or solicitation
in the PRC.

We do not represent that this document may be lawfully distributed, or that any securities may be lawfully offered, in compliance with any applicable registration or other
requirements in the PRC, or pursuant to an exemption available thereunder, or assume any responsibility for facilitating any such distribution or offering. In particular, no action
has been taken by us which would permit a public offering of any securities or distribution of this document in the PRC. Accordingly, the securities are not being offered or sold
within the PRC by means of this document or any other document. Neither this document nor any advertisement or other offering material may be distributed or published in the
PRC, except under circumstances that will result in compliance with any applicable laws and regulations.

To our readers in Japan: This publication is being distributed in Japan by Sanford C. Bernstein Japan KK (サンフォード・C・バーンスタイン株式会社), which is registered
in Japan as a Financial Instruments Business Operator with the Kanto Local Finance Bureau (registration number: The Director-General of Kanto Local Finance Bureau (FIBO)
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No.3387) and regulated by the Financial Services Agency. It is also a member of Japan Investment Advisers Association. This publication is solely for qualified institutional investors
in Japan only, as defined in Article 2, paragraph (3), items (i) of the Financial Instruments and Exchange Act.

For the institutional client readers in Japan who have been granted access to the Bernstein website by Daiwa Securities Group Inc. (“Daiwa”), your access to this document should
not be construed as meaning that Bernstein is providing you with investment advice for any purposes. Whilst Bernstein has prepared this document, your relationship is, and will
remain with, Daiwa, and Bernstein has neither any contractual relationship with you nor any obligations towards you.

To our readers in Australia: Sanford C. Bernstein (Hong Kong) Limited 盛博香港有限公司 is responsible for distributing research in Australia. It is regulated by the Securities
and Exchange Commission under U.S. laws, by the Financial Conduct Authority under U.K. laws, which differs from Australian laws. Sanford C. Bernstein (Hong Kong) Limited
盛博香港有限公司 is exempt from the requirement to hold an Australian financial services license under the Corporations Act 2001 in respect of the provision of the following
financial services to wholesale clients:

• providing financial product advice;

• dealing in a financial product;

• making a market for a financial product; and

• providing a custodial or depository service.

To our readers in India: This publication is being distributed in India by Sanford C. Bernstein (India) Private Limited (SCB India) which is licensed and regulated by Securities and
Exchange Board of India ("SEBI") as a research analyst entity under the SEBI (Research Analyst) Regulations, 2014, having registration no. INH000006378 and as a stock broker
having registration no. INZ000213537. SCB India is currently engaged in the business of providing research and stock broking services. Please refer to www.bernsteinresearch.in
for more information.

• SCB India is a Private limited company incorporated under the Companies Act, 2013, on April 12, 2017 bearing corporate identification number U65999MH2017FTC293762,
and registered office at Level 3A, 4th Floor, First International Financial Centre, Plot Nos C-54 and C-55, G Block, Near CBI Office, Bandra Kurla Complex, Bandra (East),
Mumbai 400098, Maharashtra, India (Phone No: +91-22-68421401).

• For details of Associates (i.e., affiliates/group companies) of SCB India, kindly email MUM-BERNSTEIN-InCompliance@bernsteinsg.com.

• SCB India does not have any disciplinary history as on the date of this report.

• Except as noted above, SCB India and/or its Associates (i.e., affiliates/group companies), the Research Analysts authoring this report, and their relatives

• do not have any financial interest in the subject company

• do not have actual/beneficial ownership of one percent or more in securities of the subject company;

• is not engaged in any investment banking activities for Indian companies, as such;

• have not managed or co-managed a public offering in the past twelve months for any Indian companies;
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• have not received any compensation for investment banking services or merchant banking services from the subject company in the past 12 months;

• have not received compensation for brokerage services from the subject company in the past twelve months;

• have not received any compensation or other benefits from the subject company or third party related to the specific recommendations or views in this report; and

• do not currently, but may in the future, act as a market maker in the financial instruments of the companies covered in the report.

• do not have any conflict of interest in the subject company as of the date of this report.

• Except as noted above, the subject company has not been a client of SCB India during twelve months preceding the date of distribution of this research report. Neither SCB
India nor its Associates (i.e., affiliates/group companies) have received compensation for products or services other than investment banking, merchant banking or brokerage
services from the subject company in the past twelve months.

• The principal research analyst(s) who prepared this report, members of the analysts' team, and members of their households are not an officer, director, employee or advisory
board member of the companies covered in the report.

• Our Compliance officer / Grievance officer is Ms. Rupal Talati, who can be reached at +91-22-68421451, or MUM-BERNSTEIN-InCompliance@bernsteinsg.com / Scbin-
investorgrievance@bernsteinsg.com

• The investor charter of SCB India is available on its website and may be accessed at Sanford C. Bernstein (India) Private Limited (bernsteinresearch.in)

• Disclaimer: Registration granted by SEBI, and certification from NISM, is in no way a guarantee of performance of the intermediary or provide any assurance of returns to
investors. Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

To our readers in Switzerland: This document is provided in Switzerland by or through Bernstein Autonomous LLP, and is provided only to qualified investors as defined in article
10 of the Swiss Collective Investment Scheme Act (“CISA”) and related provisions of the Collective Investment Scheme Ordinance and in strict compliance with applicable Swiss
law and regulations. The products mentioned in this document may not be suitable for all types of investors. This document is based on the Directives on the Independence of
Financial Research issued by the Swiss Bankers Association (SBA) in January 2008.

To our readers in the Middle East: Bernstein Autonomous LLP, DIFC branch has its principal office at Gate Village 06, DIFC, Dubai, UAE. Bernstein Autonomous LLP, DIFC
branch is regulated by the Dubai Financial Services Authority (DFSA) with the registration number F008549 and is provisioned for Arranging Deals in Investments and Advising
on Financial Products. All communications and services are directed at Professional Clients and Market Counterparties only (as defined in the DFSA rulebook). Persons other than
Professional Clients and Market Counterparties, such as Retail Clients, are not the intended recipients of our communications or services.

LEGAL

All research publications are disseminated to our clients through posting on the firm's password protected websites, bernsteinresearch.com and autonomous.com. Certain, but
not all, research publications are also made available to clients through third-party vendors or redistributed to clients through alternate electronic means as a convenience.

This publication has been published and distributed in accordance with the Firm's policy for management of conflicts of interest in investment research, a copy of which is available
from Bernstein Institutional Services LLC, Director of Compliance, 245 Park Avenue, New York, NY 10167. Additional disclosures and information regarding Bernstein's business
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are available on our website www.bernsteinresearch.com.

The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors where that permission profile is not consistent with the licenses
held by the entities noted herein. This document is for distribution only as may be permitted by law. This publication is not directed to, or intended for distribution to or use by,
any person or entity who is a citizen or resident of, or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation or which would subject any of the entities referenced herein or any of their subsidiaries or affiliates to any registration or licensing requirement
within such jurisdiction. This publication is based upon public sources we believe to be reliable, but no representation is made by us that the publication is accurate or complete.
We do not undertake to advise you of any change in the reported information or in the opinions herein. This publication was prepared and issued by entity referred to herein for
distribution to eligible counterparties or professional clients. This publication is not an offer to buy or sell any security, and it does not constitute investment, legal or tax advice.
The investments referred to herein may not be suitable for you. Investors must make their own investment decisions in consultation with their professional advisors in light of
their specific circumstances. The value of investments may fluctuate, and investments that are denominated in foreign currencies may fluctuate in value as a result of exposure to
exchange rate movements. Information about past performance of an investment is not necessarily a guide to, indicator of, or assurance of, future performance.

This report is directed to and intended only for our clients who are “eligible counterparties”, “professional clients”, “institutional investors” and/or “professional investors” as defined
by the aforementioned regulators, and must not be redistributed to retail clients as defined by the aforementioned regulators. Retail clients who receive this report should note
that the services of the entities noted herein are not available to them and should not rely on the material herein to make an investment decision. The result of such act will not
hold the entities noted herein liable for any loss thus incurred as the entities noted herein are not registered/authorised/ licensed to deal with retail clients and will not enter into
any contractual agreement/arrangement with retail clients. This report is provided subject to the terms and conditions of any agreement that the clients may have entered into
with the entities noted herein. All research reports are disseminated on a simultaneous basis to eligible clients through electronic publication to our client portal. The information
is private and confidential and for the use of the clients only.

This report has been prepared for information purposes only and is based on current public information that we consider reliable, but the entities noted herein do not warrant or
represent (express or implied) as to the sources of information or data contained herein are accurate, complete, not misleading or as to its fitness for the purpose intended even
though the entities noted herein rely on reputable or trustworthy data providers, it should not be relied upon as such. Opinions expressed are the author(s)’ current opinions as of
the date appearing on the material only and we do not undertake to advise you of any change in the reported information or in the opinions herein.

This publication was prepared and issued by the entity referred to herein for distribution to eligible counterparties or professional clients. The information in this report is intended
for general circulation and does not constitute an offer to buy or sell any security, investment, legal or tax advice nor a personal recommendation, as defined by any of the
aforementioned regulators. It does not take into account the particular investment objectives, financial situations, or needs of individual investors. The report has not been reviewed
by any of the aforementioned regulators and does not represent any official recommendation from the aforementioned regulators. The investments referred to herein may not be
suitable for you. Investors must make their own investment decisions in consultation with advice sought from a financial adviser regarding the suitability of the investment product,
taking into account the specific investment objectives, financial situation or particular needs of any recipient of the recommendation, before the recipient makes a commitment
to purchase the investment product.

The analysis contained herein is based on numerous assumptions. Different assumptions could result in materially different results. The information in this report does not
constitute, or form part of, any offer to sell or issue, or any offer to purchase or subscribe for shares, or to induce engage in any other investment activity. The value of any securities
or financial instruments mentioned in this report may fluctuate subject to market conditions. Information about past performance of an investment is not necessarily a guide to,
indicative of, or assurance of future performance. Estimates of future performance mentioned by the research analyst in this report are based on assumptions that may not be
realized due to unforeseen factors like market volatility/fluctuation. In relation to securities or financial instruments denominated in a foreign currency other than the clients’ home
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