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Strategic Summary

Convoy is the strongest market engineer this rubric is likely to see: it correctly diagnosed US
truckload as a thin market (a market where willing buyers and sellers fail to connect because
friction blocks the deal) hiding inside an enormous one, and it deployed the right interventions
— aggregating fragmented owner-operators into enterprise-grade capacity, making a market in
posted rates, guaranteeing settlement in eight hours, and buffering perishable truck capacity

with a trailer pool. The endogenous fight — the friction between the two sides — is largely won.

The threats sit outside that fight. Convoy's revenue is a thin spread on a macro-volatile
commodity (trucking capacity) during an ongoing freight recession, carried against a large fixed
cost base, ~$1.1B of consumed capital, venture debt, and a closed growth-capital window. Its
matching excellence does not compound into a moat: both sides multi-home at zero switching
cost while C.H. Robinson and Uber Freight digitize the same playbook. Its escape route —
dedicated contracts, launched February 2023 — is blocked by shippers' rational refusal to lock

rates while spot prices keep falling.

The single highest-leverage Al move is risk insulation, not better matching: dynamic contingent
contracts that index dedicated rates to fuel and lane-rate movement within pre-agreed collars,
giving shippers a deal they can sign now and Convoy a contracted revenue floor before runway

runs out.



§0. Company Snapshot

Field
Company
Tagline
HQ

Stage

Business Model

Revenue Layers

Target Customers

Core Claim

Detail

Convoy, Inc.

"The Leading Digital Freight Network" — "Endless capacity. Zero waste."
Seattle, WA

Growth — Series E ($260M, April 2022, $3.8B valuation; flag: 14 months stale in a
down-cycle)

Digital freight brokerage: Convoy buys capacity from carriers, sells it to shippers,

keeps the spread per load

Load spread (primary; ~$136M net revenue 2022), Convoy for Brokers platform

access, TruckYeah partner discounts (affiliate-style), no subscription core

Enterprise shippers (logistics/procurement VPs — CHEP, Home Depot, P&G,
Anheuser-Busch, Land O'Lakes) and owner-operators / fleets under six trucks

Automation cuts shipper cost, raises carrier earnings ("save up to $35,000 per truck,

per year"), and eliminates empty-mile carbon (9.88M Ibs claimed saved)

§1. Market Identity & Structure

Diagnostic

Dimension

Getting both sides to

show up

Participant Types

Decision Unit (Scope
Check)

Repeat vs. One-time

Participant Density
(P)

Friction Density (F)

Assessment

Nominally many-to-many, but structurally two one-to-many legs: Convoy contracts
as principal with each side. It is the seller to the shipper and the buyer to the carrier

— a market-maker, not a neutral venue.

Asymmetric B2B. Shippers are sophisticated enterprises; carriers are overwhelmingly

micro-businesses.

02l, asymmetric. Shipper side = Organization: freight procurement runs through a
logistics function with approvers, RFPs, and routing-guide governance — the veto-
holder is a coalition. Carrier side = Individual: the modal carrier is an owner-
operator who owns the truck, drives it, and commits to a load unilaterally in the app.
Per the veto-holder rule, a one-truck company deciding alone is an individual

decision unit.
Repeat players both sides, but each load is a one-off spot transaction.

High — hundreds of thousands of carriers, tens of thousands of shippers, ~$400B
industry.

High — phone-based brokerage, rate opacity, payment delays, empty miles,
detention disputes.



Diagnostic
Dimension

Market Quadrant

Friction Diagnosis

Assessment

Quadrant 4: Latent Thin (High P, High F). Crucially, thinness lives at the slice level: "a
53" dry van in Harrisburg, PA, Tuesday 6am” is a micro-market with a handful of
options inside a market of millions. Convoy's entire thesis is engineering Q4 toward
Q2.

Willing participants exist on both sides in abundance. Deals fail because of friction
forces — the effort buyers and sellers must spend before they can act (search, trust,
settlement, timing) — not because counterparties are absent. This is the textbook
engineering quadrant.

§2. Demand Diagnosis

Diagnostic Question

Genuine Demand

Manufactured
Demand

Gains from Trade

The Pull Assessment

Question

Supply-side pull

(carriers)

Demand-side pull
(shippers)

Assessment

Yes, unambiguously. Freight is derived demand from the goods economy; loads
must move regardless of any app. Carriers with fixed truck payments genuinely need

loads. This is real economic urgency, not a market Convoy had to invent.

Partially, and this is the live question. Manufactured demand — usage that
evaporates when the subsidy stops — exists in the subsidy layer: free 8-hour
QuickPay (competitors typically charge 1-2%), TruckYeah discounts, and peak-period
pricing that bought share from a $1.1B capital base. The core brokerage demand is
genuine; the margin tolerance on both sides is partly subsidized. If take rates

compress below ~8-10%, the perk layer is unsustainable.

Thin per transaction. Brokerage spreads run ~10-15% of load value in strong
markets and compress hard in recessions; $136M net on roughly ~$1B+ gross
implies ~12%. Thin spread x high residual friction = the company must win on

volume and automation cost, not margin.

Assessment

Mixed structural/subsidized. Structural: 8-hour pay, app-based booking with no
haggling (the ESL testimonial is real — the app removes language barriers from
negotiation), facility ratings, bundled reloads. Subsidized: TruckYeah discounts, free
QuickPay.

Structural: automation, real-time visibility, Convoy Go drop trailers. Subsidized at the
margin: pricing to win RFP share. No exclusivity — Convoy is one broker among
many in each routing guide.



Question

Incumbent pull

Does the pull

compound?

Assessment

Strong. C.H. Robinson, TQL, and Echo hold relationship lock-in; DAT load boards
hold the carrier habit; routing-guide inertia favors incumbents.

Weakly — the central strategic flaw. Lane-pricing data improves with volume, but a
carrier gains nothing from other carriers joining, and a shipper gains nothing from
other shippers. Multi-homing is universal, switching costs near zero. Convoy's pull is

operational, not gravitational.

§2b. Business Model Physics

Dimension

Revenue

Architecture

The Startup
Numbers

Unit Economics Flags

Asset Specificity

EMU Exposure

Option Value of
Delay

Runway Alignment

Assessment

Single-layer transaction spread; no subscription; episodic spot freight as the core.
No viral mechanic — carriers refer carriers modestly, enterprise growth is RFP-driven.

Assumptions stated: ~12% take on ~$1.1B gross = $136M net; a post-layoffs org
plausibly costs $200-300M/yr fully loaded. Breakeven needs roughly 2x current net
revenue or major take-rate expansion — during a recession that is shrinking gross.
Timeline to sustainability exceeds 24 months. Series E cash is 14 months old against

two layoff rounds plus JP Morgan/Hercules debt service.

Episodic loads with no native recurrence. The conversion mechanism is the Feb 2023

dedicated-capacity launch — unproven, and see Option Value below.

Low. Carriers install an app; shippers light EDI/API integration. No relationship-

specific capital on either side.

High. Convoy's entire revenue base is a spread on a macro-cyclical price (trucking
rates) with diesel as the input-cost vector hitting its supply side. FX minimal
(domestic US).

High, and precisely targeted. Spot buyers must ship today — no delay. But for the
dedicated/contract pivot, shippers face a falling-rate market: locking an annual rate
now is a losing bet when spot keeps dropping, so they rationally wait. The buyer's
option value of delay — doing nothing as the safest economic move — blocks

exactly the product Convoy needs to sell.

Warning trending Fail. Burn, debt covenants, and a closed growth-capital window
collide with a cycle whose trough length is unknown. The two layoff rounds are the

observable symptom.



§3. Existential & Exogenous Challenges

Layer

Endogenous

Endogenous

Exogenous

Exogenous

Challenge

Trust

Risk

Regulatory

Geopolitical & Trade

Assessment

Pass. Genuinely
engineered: GPS
tracking, photo-
BOL settlement,
facility ratings,
vetted carriers,
QuickPay
absorbing
payment risk.
Strangers haul
$100k cargoes
daily. Trust is not

the binding gate.

Pass, with a
note. Convoy
carries principal
credit exposure
(pays carriers in
8 hours, collects
from shippers
later); recession
mildly raises
shipper-default
risk. Standard
brokerage risk,
insured,

manageable.

Pass. Licensed
broker (49 USC
§13102(2) —
stated on the
site). Interstate
preemption
limits patchwork;
FMCSA broker-
transparency
chatter is low-

velocity.

Pass. Domestic
US plus Canada

border service.



Layer

Exogenous

Challenge

Macro & FX

§4. Resistance Challenges

Layer

Endogenous

Challenge

Opacity

Assessment

Indirect exposure
only: import-
volume
weakness is one
driver of the
current rate

trough.

Warning — the
dominant threat.
Critical
clarification: the
freight market
functions fine in
a recession (it
stays thick). The
binary gate lands
on Convoy's
economics, not
the market's
existence. Spot
rates down
sharply from
2021-22 peaks
compress the
spread across
the whole book;
diesel volatility
squeezes
carriers; the
same macro
cycle closed the
capital markets
Convoy depends

on.

Assessment

Medium. Instant
quotes and
posted rates cut

rate opacity; but



Layer

Endogenous

Endogenous

Challenge

Geographic Distance

Temporal Distance

Assessment

spread opacity
persists (carriers
can't see the
margin), and
facility-level
service quality
stays partly
hidden despite
ratings.

Medium. Lane x
time
fragmentation
creates thin
micro-markets; a
large share of
industry miles
still run empty.
Automated
Reloads and
Convoy Go
directly target
this.

High. The core
freight problem:
truck capacity is
perishable — an
unused truck-
day is gone
forever, and
services cannot
be stockpiled.
Convoy Go's
trailer pool is
literally the
storage-buffer
intervention,
decoupling
driver time from
load timing.
Partially
deployed, not at
scale.



Layer

Endogenous

Endogenous

Endogenous

Endogenous

Challenge

Offering Complexity

Cold Start

Cognitive Bandwidth

Fulfillment

Assessment

Low-Medium.
The 53’ dry van
is near-fungible
— which is why
this market can
be thick. Reefer
and specialized
freight raise
complexity at the
edges.

Low — solved.
Cold start
(neither side
joins until the
other has) was
broken with
capital, truck-
stop recruiting (a
geographic-
concentration
hack), and
anchor
enterprise
shippers. ~400k
trucks claimed.

Low. App
curation,
preferred-lane
alerts, one-tap
booking respect
carrier attention

limits.

High. The
product is
physical
fulfillment:
Hours-of-Service
caps, detention
at docks, lumper
coordination.
These cap
achievable asset

utilization



Layer

Endogenous

Exogenous

Challenge

Participant Fragmentation

Technological Obsolescence

Assessment

regardless of
matching quality.

High. Carrier
side is extremely
fragmented —
most carriers run
fewer than six
trucks. Convoy is
the aggregation
intervention. But
aggregation
without lock-in
means carrier
loyalty is purely
price-elastic.

Medium.
Automated
brokerage was
novel in 2015; by
mid-2023
Robinson, Uber
Freight,
Loadsmart, and
Transfix all run
versions of it.
Convoy's tech
edgeis
commoditizing;
autonomous
trucking looms
beyond the

horizon.



§5. Intervention Relevance
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Challenge (severity)

Fulfillment (H)

Participant
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a
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tech
edge

Traditional interventions already in use (notable depth): market maker (instant posted rates —

Convoy holds short-term price risk between shipper quote and carrier bid);

clearinghouse/settlement guarantee (QuickPay pays carriers before Convoy collects);

storage/futures analog (trailer pool; dedicated programs as forward contracts); geographic

concentration (truck-stop carrier acquisition); standardization (53’ dry-van fungibility,

standardized BOL/detention flows); institutional aggregation (thousands of sub-six-truck carriers

pooled to enterprise SLAs). Convoy has deployed nearly the entire pre-Al toolkit plus algorithmic

matching — and remains in trouble. That fact is the diagnosis.

§6. GTM & Competitive Assessment

Question Assessment

GTM Strategy

Critical mass (the minimum density where both sides find value) is already achieved

— enterprise logos plus ~400k trucks. The live question is no longer mass but

profitable density per lane before capital runs out. GTM has shifted accordingly:

dedicated-capacity launch (Feb 2023), Convoy for Brokers, TruckYeah perks.

Incumbents C.H. Robinson, TQL, Echo profit historically from opacity — classic oligopoly rent on

the broker spread — and they are digitizing in response. DAT holds the load-board

habit. Incumbent gravity is relationship- and routing-guide-based, and very real.



Question Assessment

Technological Barrier = The market was engineerable in 2015 without LLMs; Convoy's edge was execution
plus capital, not an Al moat. By 2023 the playbook is replicated. Nothing hidden
blocks this market — it was built.

Competitive Moat Weak. No exclusive freight, no exclusive capacity, zero switching costs, universal

multi-homing. Lane-pricing data is a real but eroding advantage.

PMF Signal by Vertical

Vertical Genuine Demand Friction Level PMF Signal

Enterprise spot FTL High Medium Strong — named logos,

(dry van/reefer) repeat routing-guide
placement

Drop-and-hook High High Moderate-Strong — CHEP

(Convoy Go) testimonial is specific; trailer

pool capital-intensive

Carrier financial High Low Strong adoption, subsidy-
services (QuickPay, flagged — retention untested
TruckYeah) without perks

Dedicated / High Medium Early signal — blocked by
guaranteed capacity buyer delay in a falling-rate
(Feb 2023) market

Convoy for Brokers Medium Medium Weak — channel conflict:

serving brokers means arming

competitors' customers

Recent-developments synthesis (last ~3 months): the homepage shows a May 2023 CNBC
Disruptor 50 listing and the February 2023 dedicated-capacity announcement — public strength
signals — while the analyst record shows a second layoff round and a freight recession that
began in 2022 and is ongoing. The dedicated pivot is the correct strategic response to spot
cyclicality, but it arrives into the teeth of buyers' option value of delay. The landing page does

not acknowledge any of this tension.

§6b. Evidence Quality & Risk Register

Evidence Stack (as of 2023-06-30 only)



Evidence Item Type Quality

Named enterprise Customer proof Strong —
testimonials (Home specific,

Depot, P&G, CHEP, attributable,

AB, Land O'Lakes) though curated
Named carrier Customer proof Moderate-
testimonials (70% of Strong —
volume; fleet growing specific and

7-9 trucks) quantified

$3.8B valuation (April = Third-party validation Weak-current —
2022) real but 14

months stale;
predates the rate

collapse and VC

winter
CNBC Disruptor 50 Adoption signal Moderate —
(May 2023) prestige, not

performance
"Save up to Marketing claim Weak —
$35,000/truck/year" methodology
(TruckYeah) undisclosed
Carbon counter Self-reported metric Weak — no
(9,884,743 Ibs) published

methodology

"~400,000 trucks" Adoption signal Moderate-Weak

network claim — unaudited;
active vs.
registered
undefined

Critical missing evidence: contribution margin per load and its trend; take-rate trend through
the downturn; net revenue retention per shipper; carrier churn and multi-homing rates; burn rate

and runway; Convoy Go trailer utilization; head-to-head service metrics vs. incumbent brokers.

Landing page data gaps: the site is static marketing copy. Nothing addresses the freight
recession, the layoffs, unit economics, or the mechanics of the dedicated-capacity pivot beyond a
single press link. The valuation reference predates the downturn. A rigorous buyer or investor

reading only these pages would materially overestimate the company's current position.

Risk Register



Risk

Spread compression
x fixed cost base

Runway vs. cycle
length mismatch

No compounding
pull = incumbent
replication

Buyer delay blocks
the dedicated pivot

Severity

High

High

Medium-High

Medium-High

Mechanism

Freight recession
squeezes the
~12% spread
across the whole
book while a
~$200M+ org
cost persists;
losses widen
exactly when

revenue falls

Capital
consumed
(~$1.1B) +
venture debt +
closed growth-
capital window;
the trough's
duration is
exogenous and
unknown

Zero switching
costs and
universal multi-
homing mean
Robinson/Uber
Freight
digitization
converts
Convoy's lead
into a features
race it must fund
from a shrinking

margin

Falling spot rates
make annual
commitments
irrational for
shippers; the
escape hatch
from cyclicality is
gated by the

cycle itself



Risk

Price-elastic carrier

loyalty

Subsidy-masked
demand

Severity

Medium

Medium

§7. Overall Assessment & Prognosis

Friction Layer

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Challenge

Trust

Risk

Opacity

Geographic distance

Temporal distance

Offering complexity

Cold start

Cognitive bandwidth

Severity (0-4)

Mechanism

Aggregation
without lock-in:
carriers follow
rate and load
density; any
pullback in perks
or volume bleeds
supply to DAT

and rivals

Free QuickPay
and TruckYeah
may be inflating
measured
carrier-side
demand; true
take-rate
tolerance is

untested

Primary Engineering

Response

Deployed: tracking, ratings,
QuickPay

Deployed: settlement
guarantee, insurance

Instant quotes, facility ratings

Reload batching, lane

matching

Trailer pools (storage buffer)

— partially scaled

Fungibility of the 53’ van does
the work

Solved via capital + anchor
shippers

App curation, lane alerts



Friction Layer Challenge Severity (0-4) Primary Engineering
Response

Endogenous Fulfillment 3 Drop-and-hook, detention

automation; HOS-capped

Endogenous Participant fragmentation 3 Aggregation deployed; loyalty
unpriced

Exogenous Regulatory friction 1 Licensed broker; low-velocity
watch items

Exogenous Geopolitical & trade 1 Domestic book; indirect

import exposure

Exogenous Macro & FX exposure 4 Unaddressed — no risk-

insulation layer

Exogenous Technological obsolescence 2 Edge commoditizing; no

contract-level mitigation

Dual-Friction Scoring Index:

_endo = 1+1+2+2+3+1+1+1+3+3 =18 of 40 |_emu = 1+1+4+2 = 8 of 16 G = 0.5 (worthwhile

but friction-sensitive gains; thin per-load spread)
Market Thinness Score = (18 + 8) x 0.5 =13.0 / 56

A score of 13 sits in the "Naturally Thick or Unlocked" band — the endogenous frictions are

largely engineered, not blocking. The split is the story: endogenous friction is solved down to
residuals, while the exogenous score carries a maximum-severity macro component with no

mitigation layer. This marketmap's binding constraint is not market thinness; it is how this

market's economics interact with an exogenous cycle and a fixed capital structure.

Scope Confidence Qualifier: This is an O2l market — the carrier side decides as individuals — so
confidence in the physics-based prognosis is reduced: transient-desire dynamics among owner-
operators (app habit, brand affection, ESL accessibility, the emotional relief of 8-hour pay) are not
modelled by market physics and may move carrier-side outcomes in ways this analysis cannot

predict.

Prognosis: Category 9 — The Exogenous Casualty. (Alternative considered most seriously:
Category 5, Bifurcation Risk — spot brokerage, dedicated, Convoy for Brokers, and carrier perks
are four motions; but the evidence shows one dominant engine with adjacencies, not two

competing physics.)

Convoy does nearly everything right: it diagnosed a latent-thin market, broke the cold start, and
deployed the fullest traditional-plus-digital intervention stack in its category. The biggest threat
is exogenous, not relational — a macro rate cycle compressing an already thin spread against

~$1.1B of consumed capital, venture debt, and a closed funding window, with no risk-insulation



layer between its revenue and the cycle. A market engineer would first convert the dedicated

pivot into index-linked contracts with fuel and rate collars — priced so shippers can sign in a

falling market — building a contracted revenue floor before the runway question becomes the

only question.

Falsifiability: the single observation that would most cleanly prove this prognosis wrong within

twelve months — two consecutive quarters of positive contribution margin per load at stable

take rates, achieved without new outside capital while spot rates remain at trough.

§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

Macro & FX exposure

Participant

fragmentation

Temporal distance

What the company already
does

Pools ~400k sub-scale carriers
into enterprise capacity; ESL-

friendly app onboarding

Automated Reloads batching;

trailer pool buffering

Available Al
intervention

(generic)

Al risk insulation
— dynamic
contingent
contracts that
index rates to
fuel and lane
prices within
pre-agreed
collars and
€sCrows

Al-enabled
aggregation —
fluid, lane- and
timing-specific
grouping of
carriers into

virtual fleets

Al memory —
intent
persistence that
remembers
carrier lane
preferences and
anticipates
reloads before

search

What it would change or
extend

Converts spot exposure into
contracted revenue shippers
can sign now, flooring the

spread through the cycle

Deepens existing aggregation
into committed capacity
blocks that dedicated shippers
will pay for

Extends batching into
proactive scheduling, raising
truck utilization and carrier

earnings per day



Diagnosed challenge = What the company already
does

Fulfillment Drop-and-hook trailer pool;
one-tap detention/lumper

automation

Available Al
intervention

(generic)

Al matching with
logistics
constraints —
detention history
and facility
behavior
factored into

every match

What it would change or
extend

Routes loads away from
chronic-delay facilities, cutting
the industry's largest service

failure

Convoy already applies matching, aggregation, translation, and memory-type automation

unusually well. The honest finding is that its gap is singular: nothing in its stack insulates

transactions from the macro environment.

Stage 2 — Analyst Review

(Analyst to add comments here)

Stage 3 — Revised Verdict

(To be generated after analyst review)



