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Stage 1 — Initial Analysis

Strategic Summary

Convoy has successfully engineered many of the relationship-level barriers that historically
plagued freight brokerage, but it now faces severe threats from external environmental volatility.
The platform’s major opportunity lies in its demonstrated ability to compress geographic and
temporal distance: by using automated matching and mobile app ingestion, Convoy efficiently
connects highly fragmented owner-operator carriers with enterprise shippers, proving that
algorithmic dispatch can replace human brokers. The endogenous market mechanics work.

However, the company faces an existential exogenous threat. As of mid-2023, the U.S. freight
industry is entrenched in a severe macroeconomic recession. Plummeting spot rates and
elevated fuel costs are destroying carrier margins, while tightening venture capital markets
threaten Convoy's ability to maintain operations. The company has historically relied on
manufactured demand—subsidizing the platform with over $1.1B in venture capital to capture
market gravity—to yield just ~$136M in net revenue. As this capital runway shortens, the thin
intrinsic gains from trade (brokerage margins) can no longer sustain the business model without

continuous subsidization.

To survive, a market engineer would prioritize Al Risk Insulation (MacroRiskEngine). Convoy
must decouple its unit economics from the spot market boom-and-bust cycle. By implementing
dynamic contingent contracts that automatically index pricing against real-time macroeconomic
feeds (fuel costs, freight volume indices), Convoy could programmatically protect its margins and
insulate its carrier base from terminal volatility, shifting the company from a subsidized matching

engine into an automated risk-hedging network.



§0. Company Snapshot

Field Detail

Company Convoy

Tagline The Leading Digital Freight Network

HQ Seattle, WA

Stage Late Stage / Growth (Series E, $1.1B total funding)

Business Model Two-sided digital freight brokerage (transaction fee/margin per load)

Revenue Layers Brokerage margin on spot and contract shipping; Convoy for Brokers platform fees
Target Customers Shippers (enterprise logistics/procurement); Carriers (fragmented owner-operators

and small fleets)

Core Claim Eliminating waste and inefficiencies in the supply chain by algorithmically matching

freight, reducing empty miles, and offering instant carrier payout.

§1. Market Identity & Structure

Diagnostic Assessment Matrix Target
Dimension Placement
Counterparty Is this a one-to-one, one-to-many, or many-to-many market? Many-to-many.
Arrangement: Thousands of
enterprise

shippers need to
connect with
hundreds of
thousands of
fragmented
carriers across

thousands of

geographic
routes daily.
Participant Types: Is this B2B, B2C, C2C, or C2B? What sophistication level do Enterprise
participants bring? shippers (high

sophistication)
transacting with
heavily
fragmented
owner-operators
and small fleets



Diagnostic
Dimension

Decision Unit (Scope
Check):

Repeat vs. One-time:

Participant Density
($P$):

Friction Density

($F$):

Assessment Matrix

Does each side decide as an organization (O) or individual (I)?

Are participants repeat players or one-time transactors?

High (Dense) / Low (Sparse)

High (Friction-Dense) / Low (Frictionless)

Target
Placement

(varying
sophistication).

O2l. The shipper
operates as an
organization
(logistics
managers
governed by
corporate
procurement
rules). The carrier
is primarily an
owner-operator
—an individual
who holds
unilateral veto
power over
accepting a load,
making decisions
based on
immediate
personal
economics (gas
money, routing
home) rather
than institutional

mandates.

Highly repetitive,
high-frequency
transactions.

High. Claimed
network of
400,000 trucks
and major
enterprise

shippers.

High.
Geographic,
temporal, and

opacity frictions



Diagnostic Assessment Matrix Target
Dimension Placement

mandate an

intermediary.

Market Quadrant: Quadrant Placement Quadrant 4
(Latent Thin
transitioning to
Liquid Thick).
The market has
massive natural
density, but
structural
blockers (timing,
location, trust)
make it behave

thinly without

algorithmic
intervention.
Friction Diagnosis: Is the thinness caused by a lack of potential counterparties, or Transactions are
blocked by friction? blocked by

friction forces —
the effort buyers
and sellers must
expend to find a
viable load in a
specific location
at a specific time.

§2. Demand Diagnosis

e Genuine Demand: High. Shippers strictly need goods moved, and carriers essentially die
without loaded miles. The coincidence of wants is structurally absolute.

¢ Manufactured Demand: Severe. Convoy has subsidized its market gravity—the magnetic pull
that causes users to choose this platform over incumbents like C.H. Robinson. By offering
"free" Convoy QuickPay™ within eight hours, absorbing detention/lumper fees, and providing
free drop-and-hook trailer pools without charging premium access fees, Convoy is spending
venture capital rather than extracting actual transaction surplus.

e Gains from Trade: Marginal. Freight brokerage is a notoriously low-margin, highly
commoditized service. The sheer effort to execute the match barely leaves enough surplus to

support Convoy's operational overhead, let alone yield software-like profit margins.



Market Gravity Assessment

Diagnostic Question

Supply-side gravity:

Demand-side

gravity:

Incumbent gravity:

Gravity

compounding:

Assessment

Carriers are pulled by subsidized features (8-hour QuickPay without factoring fees,
hassle-free detention). This gravity is highly vulnerable if venture capital dries up and

these perks must be monetized.

Shippers are pulled by lower-than-market rates, programmatic drop-and-hook

flexibility, and verifiable tracking.

Very strong. Legacy brokers (C.H. Robinson, TQL, Echo) have dominated lane
liquidity and corporate relationships for decades. They hold vast institutional
memory.

Moderate. Convoy's load-batching ("Automated Reloads") logically groups head-
hauls and back-hauls to minimize empty miles, creating a systemic efficiency

advantage that grows stronger as network density increases.

§2b. Business Model Physics

Diagnostic

Dimension

Revenue

Architecture:

Bootstrapping Math:

Rubric Test Assessment

What are the revenue layers? Predominantly
transaction
margins (the
spread between
what the shipper
pays and the

carrier receives).

How many customers to reach sustainability? At an estimated
10-15% net
margin per load,
Convoy must
process millions
of loads annually
to offset
software
engineering and
corporate
overhead.
Funding of $1.1B
against $136M in
net revenue

signifies deeply



Diagnostic
Dimension

Unit Economics

Flags:

Asset Specificity:

EMU Exposure:

Option Value of
Delay:

Rubric Test

Episodic or recurring? Core LTV flags?

Does the solution require specialised investments?

Vulnerability to macro/FX volatility?

Incentive to "wait and do nothing"?

Assessment

unaligned unit
economics. The
bootstrapping
math — the
startup numbers
required for
survival — is
highly

precarious.

Transactions are
repetitive but
uncommitted.
Neither shipper
nor carrier has
structural
exclusivity,
resulting in
constant price-
shopping and
high churn risk.

Low. Shippers
and carriers use
existing trucks
and warehouses.
App integration
is minimal

overhead.

Critical. Freight
volumes and
spot rates
directly dictate
platform
revenue. Fuel
spikes devastate

carrier capacity.

Minimal. Freight
must move
immediately;
delays ruin

supply chains.



Diagnostic
Dimension

Runway Alignment:

Rubric Test

Capital runway vs sales cycles?

§3. Existential & Exogenous Challenges

Challenge Layer

Endogenous

Endogenous

Exogenous (EMU)

Exogenous (EMU)

Exogenous (EMU)

Challenge

Trust

Risk

Regulatory Friction

Geopolitical & Trade Volatility

Macro & FX Exposure

Diagnostic

Questions

Do participants
track
performance
reliably? Can

carriers get paid?

Can participants
exit bad
positions? Is
there
counterparty

risk?

Do compliance
standards
fragment the

market?

Are routes
subject to

blockages?

How exposed is

transaction

Assessment

Warning. The
threat is not
elongated sales
cycles; it is that
the
macroeconomic
freight recession
will exhaust
Convoy's runway
before spot rates
recover to

profitable levels.

Assessment

Pass. Convoy solved this
operationally via app-based
GPS tracking, automated BOL
(Bill of Lading) uploads, and
guaranteed 8-hour payments.

Warning. While cargo risk is
generally insured, the risk of
"empty miles" (driving without
a load) plagues the carrier

side.

Pass. U.S. Federal motor
carrier regulations are
relatively uniform across state

lines.

Pass. Domestic US trucking is
largely immune to cross-
border geopolitical tariff

shocks.

Fail. Critical exposure. The
2022-2023 freight recession—
marked by crashing spot rates



Challenge Layer Challenge

§4. Resistance Challenges

Friction Layer Challenge

Endogenous Opacity

Endogenous Geographic Distance
Endogenous Temporal Distance
Endogenous Offering Complexity
Endogenous Cold Start

Diagnostic
Questions

margin to macro
shifts?

Diagnostic

Questions

How hard is it to
assess fair
pricing and

capacity?

Where on the
physical distance

spectrum?

Gap between
buyer readiness
and seller

availability?

How many
distinct
attributes

matter?

Is the initial
bootstrapping
plan sound?

Assessment

and soaring inflation—
compresses the spread
Convoy can extract while
accelerating carrier
bankruptcies. The market's
external environment is deeply

hostile.

Assessment

Medium. Convoy's upfront
"bid" and "accept now" app
features effectively dissolve
strategic information
withholding on pricing.

Critical. A truck must be
exactly in the geographic
origin point. Freight matching
remains highly constrained by
the economic shipping radius

of empty trucks.

Critical. Shippers need loads
moved now; carriers are
available at distinctly
disjointed hours. Convoy's
drop-and-hook program
attempts to buffer this
temporal distance by using

trailers as physical storage.

Medium. Mostly constrained
to equipment type (Dry van,
Reefer, Power-only) and

weight/dimension limits.

Resolved. Convoy successfully
achieved critical mass — the
point where enough users are
present that the market



Friction Layer

Endogenous

Endogenous

Endogenous

Exogenous (EMU)

§5. Intervention Relevance

Challenge (Convoy)

Macro Exposure

Participant

Fragmentation

Temporal/Geo

Distance

Challenge

Cognitive Bandwidth

Fulfillment

Participant Fragmentation

Technological Obsolescence

Severi

ty

Critica
|

Critica
|

Critica
|

Al Matching

Neutral

Primary

Primary

Diagnostic

Questions

Are participants
experiencing

choice overload?

What are the
physical

constraints?

Are participants
too small

individually?

Threat of rapid
asset

deprecation?

Assessment

sustains itself — on both sides
via aggressive VC

subsidization in its early years.

Low. The mobile app distills
matching cleanly, pushing
specific alerts to carriers on

preferred lanes.

High. Driver hours-of-service
(HOS) laws, facility delays,
lumpers, and physical loading
times create massive friction.
Convoy successfully addresses
this friction dynamically in-
app.

Critical. The carrier base is
overwhelmingly comprised of
single-truck owner-operators
lacking scale to command

enterprise contracts.

Low. Trucking infrastructure
deprecates predictably on
mechanical lifespans, not rapid

API/software churn.
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Traditional Interventions in Use: Convoy heavily utilizes standardization (reducing loads to

standard Dry Van/Reefer constraints), acts as a human/automated broker taking legal liability for

the cargo, and utilizes geographic concentration by targeting specific dense freight lanes. It also

implements clearinghouse/escrow mechanics by guaranteeing rapid settlement to carriers

regardless of when the shipper pays.

§6. GTM & Competitive Assessment

e GTM Strategy: Convoy attacked dense regional lanes first, utilizing the "TruckYeah Savings"

and QuickPay programs as loss-leaders to build a massive carrier base, which it then used as

leverage to win enterprise shipper RFPs over traditional brokers.

¢ Incumbents: C.H. Robinson, TQL, and Echo run massive, phone-based "boiler room"

brokerages. They profit deeply from high opacity and relationship lock-in. Uber Freight is a

direct, hyper-funded digital mirror to Convoy.

e Technological Barrier: Automating the matching via mobile devices wasn't impossible 5 years

ago, but dynamically optimizing multi-leg triangulations ("Reloads") across real-time GPS

data mathematically requires deep machine learning to scale efficiently.

e Competitive Moat: Data gravity. Having billions of proprietary data points on facility wait

times, lane densities, and carrier reliability theoretically allows Convoy to price risk better than

human brokers, though the depth of this moat relative to Uber Freight remains highly

questionable.

PMF Signal by Vertical

Vertical Genuine Demand Friction Level
Owner-Operator High High
Carriers

PMF Signal Strength

Strong. App-based load

discovery and 8-hour

payments perfectly solve the

acute liquidity needs of solo

drivers.



Vertical Genuine Demand Friction Level PMF Signal Strength

Enterprise Shippers High Medium Moderate. Testimonials from
Home Depot and P&G
validate the technology, but
enterprise shippers view
Convoy as one vendor among
many, treating it as fungible
capacity rather than an

exclusive partner.

§6b. Evidence Quality & Risk Register
Evidence Stack

An audit of Convoy's landing page data reveals strong validation on the shipper side, but generic
marketing messaging on the carrier side.

Evidence Item Type Quality

Assessment

"Trusted by Home Customer proof Strong.

Depot, P&G, CHEP" Attributed, high-
severity
corporate
logistical
endorsements
citing specific
programs (drop-
and-hook).

Metrics: "9,884,743 Public benchmark Weak. The math

Ibs carbon saved" behind "empty
miles saved"
translating
directly to
carbon is
proprietary,
unverified, and
primarily serves

as a marketing

halo.
Carrier Testimonials Customer proof Moderate.
(Alfonso, Josh) Accurately

describes the



Evidence Item

Type

Quality
Assessment

pain points
solved (language
barriers, fast
pay), but lacks
financial scale

context.

Critical missing evidence: What percentage of shipments are awarded to Convoy organically vs.

won via under-bidding the market? What is the carrier churn rate after initial onboarding?

Risk Register

Risk

Macro Freight
Recession

Commoditization of
Tech

Capital Exhaustion

Severity

Critical

High

High

Mechanism

Spot rates are
below the
operating costs
for many carriers.
If Convoy cannot
extract margin
without
bankrupting its
carrier base, its
unit economics

collapse.

"Digital Freight
Network"
features (mobile
apps, GPS
tracking, fast
pay) are rapidly
being cloned by
legacy
incumbents (C.H.

Robinson).

With a closed
IPO window and
hostile VC
landscape in
mid-2023, the
startup numbers

are misaligned.



Risk

Severity

§7. Overall Assessment & Prognosis

Friction Layer

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous
Exogenous (EMU)
Exogenous (EMU)

Exogenous (EMU)

Exogenous (EMU)

Challenge

Trust

Risk

Opacity

Geographic distance

Temporal distance

Offering complexity

Cold start

Cognitive bandwidth

Fulfillment

Participant fragmentation
Regulatory friction
Geopolitical & Trade

Macro & FX exposure

Tech obsolescence

Severity

Low

Medium

Medium

Critical

Critical

Medium

Low

Low

High

Critical
Low
Low

Critical

Low

Mechanism

Burning $1.1B to
yield sub-$200M
net revenue
cannot be
sustained
without further
immense

subsidy.

Primary Engineering

Response

Clearinghouse guaranteed

payments
Carrier verification layers

Transparent bidding
architecture

Al Matching (lane

optimization)
Al Memory (lane anticipation)

Semantic alignment of

equipment

Subsidized liquidity pre-
seeding

Curated app push-
notifications

Automated lumper/detention
workflows

Al-enabled aggregation
Standardized DOT compliance
Domestic routing

Dynamic contingent
contracts

Depreciation modeling



Dual-Friction Scoring Index: Market Thinness Score = (26 + 8) x 0.5 = 17 / 56
(Endogenous sum = 26; Exogenous sum = 8; Gains Multiplier G = 0.5 due to notoriously thin freight

brokerage margins).

Scope Confidence Qualifier: The market operates as O2l (Enterprise procurement to Owner-
Operator individuals). Therefore, confidence in the physics-based prognosis is Reduced, as
carrier acceptance of loads may be driven by transient transient emotional imperatives

(immediate need for fuel cash) that override strictly rational, long-term friction analysis.

Prognosis: The Exogenous Casualty Convoy successfully engineered its endogenous relationship
frictions: automated mobile matching and frictionless electronic payments brilliantly solved the
geographic and opacity blockers of a highly fragmented owner-operator market. However, it is
fatally exposed to exogenous Macro environmental hostility. Stranded in a severe 2023 freight
recession with collapsing spot rates, Convoy's exceptionally thin margins cannot support the
overhead required by its $1.1B venture footprint. Lacking an Al MacroRiskEngine to dynamically
index contract pricing and protect against spot-market whipsaws, it risks starving to death as
venture runway exhausts. The first move a market engineer would make is abandoning the loss-

leader subsidy model to deploy dynamic, volume-indexed margin protection.

Falsifiability test: This prognosis is proven false if, over the next twelve months, Convoy secures a
massive, profitable capital raise or achieves cash-flow positivity purely on software SaaS fees

without a dramatic rebound in US spot freight rates.

§8. Al Interventions — Current and Available (Appendix)

This appendix translates the diagnosis into intervention terms. It is not part of the assessment; the

prognosis above was reached independently of it.

Diagnosed challenge = What the company already Available Al What it would change or
does intervention extend
(generic)
Geographic/Tempora = App-based algorithmic Al Matching Would extend current rule-
| Distance dispatch; Automated Reloads based GPS matching into
for backhauls. deeply semantic predictive

routing, anticipating carrier
movement before they finish
current routes.

Participant Consolidates owner-operators = Al-Enabled Would dynamically cluster
Fragmentation onto a single marketplace Aggregation sub-scale owner-operators
interface. into virtual collective fleets,

allowing them to bid jointly on

dedicated enterprise routes



Diagnosed challenge = What the company already
does

Macro & FX —

Exposure

Stage 2 — Analyst Review

(Analyst to add comments here)

Stage 3 — Revised Verdict

(To be generated after analyst review)

Available Al
intervention

(generic)

MacroRiskEngin
e / Dynamic

Contracts

What it would change or
extend

previously reserved for mega-

carriers.

Would automatically attach
real-time commodity data
(fuel spikes, spot capacity
indices) to dynamically adjust
payout margins, protecting
unit economics from

macroeconomic destruction.



