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Strategic Summary

Convoy is a genuine engineering achievement sitting on a structurally awkward market. It has
done the hard part well: it dissolved the relationship-level frictions of freight — the search
opacity (nobody can see who has capacity where at what price), the tight timing coordination
between loads and trucks, and the extreme fragmentation of a carrier base made mostly of one-
truck owner-operators — and it did so at real scale (~400,000 trucks, blue-chip shippers). Trust,

usually the killer, is largely solved through eight-hour QuickPay and broker-of-record settlement.

The threats are external and structural. Convoy earns a thin spread on each load, and that spread
rides the freight-rate cycle — which turned against it in the 2022-23 freight recession — while
the venture capital that funds its path to profitability has simultaneously dried up. The moat is
leaky: carriers and shippers multi-home, and a well-capitalised twin (Uber Freight) copies every

move.

The single highest-leverage first move ties to §5's one Primary intervention that Convoy does not
yet run: a dynamic risk-insulation layer — index-linked contract pricing and margin collars that
stop the spread collapsing when spot rates fall. Convoy engineered the trade; it has not yet

engineered protection for the margin on the trade.

Stage 1 — Initial Analysis
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§0. Company Snapshot

Field Detail
Company Convoy, Inc. (Seattle)

Tagline "The Leading Digital Freight Network — Endless capacity. Zero waste."



Field Detail

Stage Late/growth. Series E ($260M, April 2022, $3.8B valuation); ~$1.1B raised total.
Business Model Two-sided digital freight brokerage — takes a margin on each matched truckload.
Revenue Layers Transaction spread (shipper price — carrier pay); Convoy Go trailer-pool loads;

Convoy for Brokers network access. Carrier app is free.

Target Customers Shippers: enterprise logistics/procurement teams (CHEP, Home Depot, P&G,

Anheuser-Busch, Land O'Lakes). Carriers: small fleets and owner-operators.

Core Claim Technology makes freight more efficient — lower shipper costs, higher carrier

earnings, fewer empty miles. Net revenue ~$136M (2022).

§1. Market Identity & Structure

Freight brokerage is a thin market in the DeeperPoint sense — not because counterparties are
scarce, but because per-transaction frictions (finding capacity, verifying it, timing it) are so heavy

that an entire industry of phone brokers exists to absorb them.

Dimension Assessment

Getting both sides to = Many-to-many. Many shippers, millions of carriers; Convoy sits in the middle taking

show up a spread.

Participant types Asymmetric. Shipper = sophisticated organisation. Carrier = mostly micro-operators,

majority <6 trucks.

Decision Unit O2I. Veto-holder test: on the shipper side, freight spend clears a
procurement/logistics approval chain — organisation. On the carrier side, an owner-
operator owns the truck, drives it, and accepts a load unilaterally with no internal

coalition — individual. The two sides are not symmetric.
Repeat vs. one-time = Strongly repeat on both sides — freight moves continuously.

Participant Density High. US trucking is enormous and Convoy has crossed density on both sides.

P)

Friction Density (F) High per-transaction (opacity, timing, fragmentation, physical fulfilment).

Market Quadrant Quadrant 4 — Latent Thin (High P, High F). Abundant willing counterparties whose
efficient matching is blocked by friction that human brokers currently overcome at
high cost.

Friction Diagnosis Thinness is caused by friction, not by absence of counterparties. Freight moves fine

today — via expensive intermediaries who monetise the friction.

The O2I split is the load-bearing structural fact and carries into §7 as a confidence qualifier.



§2. Demand Diagnosis

Question

Genuine demand

Manufactured

demand

Gains from trade

Assessment

Unambiguous. Freight must move; shippers need trucks; carriers need loads. High
economic urgency. This is genuine demand — real economic need that exists with
or without Convoy's marketing — not manufactured demand propped up by
subsidy.

Minor. Some carrier-side pull is subsidised (TruckYeah savings, below-market

spreads to buy volume), but the underlying trade is real.

This is the trap. The participants' gains are large in aggregate, but the surplus Convoy
can capture — the brokerage spread — is thin and highly cycle-sensitive. Low
margin + real friction means the intermediary starves if efficiency gains are

competed away.

Market Gravity Assessment

Question

Supply-side gravity

Demand-side gravity

Incumbent gravity

Gravity

compounding

Assessment

Mixed. Structural: eight-hour QuickPay, no-haggle bidding, auto-alerts on preferred
lanes, detention/lumper automation. Subsidised: savings program, aggressive
spreads. Carriers value the pull ("70% of our volume with Convoy") but the pull is

imitable.

Reliable capacity through cycles, real-time visibility, cost savings, sustainability
reporting. Enterprise testimonials are specific and structural.

Strong. C.H. Robinson, TQL, Echo, Landstar hold deep relationships and profit from
the very opacity Convoy attacks (oligopoly-style broker rents). Uber Freight is a well-
funded digital twin.

Weak. Freight network effects are leaky — a carrier and a shipper both multi-home
across load boards and brokers. Lane-pricing data compounds mildly; it does not
lock anyone in. This is the moat's fatal softness.

§2b. Business Model Physics

Dimension

Revenue

Architecture

The startup numbers

Assessment

Transaction spread, plus Convoy Go (trailer pool) and Convoy for Brokers. No

compounding viral loop beyond word-of-mouth carrier adoption.

Assumption-heavy (take rate, contribution margin undisclosed). Sustainability here is
not a $2-3M ARR question — it is covering a nine-figure annual cost base on a
single-digit-percent net spread. At ~$136M net revenue with continued burn,
profitability requires either far greater volume or a fatter spread, both of which the
freight recession is pushing the wrong way.



Dimension

Unit Economics Flags

Asset Specificity

EMU Exposure

Option Value of
Delay

Runway Alignment

Assessment

Recurring (good) but cyclical. The spread is squeezed from both sides in a down
cycle: shippers demand lower prices, oversupplied carriers accept less, broker margin

compresses.

Low. Carriers make no relationship-specific investment — they multi-home. Convoy

Go and TMS integrations raise shipper-side specificity slightly.

High — but the vector is macro/freight-cycle, not FX. Convoy's margin rides the

spot-rate cycle with no hedge.

High on the capital side (investors defer funding an unprofitable marketplace in a
tightened market) and moderate on the shipper side (recession-era procurement

delays and renegotiates).

Warning/Fail. The model needs scale-to-profitability capital exactly as growth-stage
capital for unprofitable marketplaces has become scarce, and the freight recession
compresses the revenue that would fund the bridge.

§3. Existential & Exogenous Challenges

Layer

Endogenous

Endogenous

Challenge Assessment
Trust Pass. Largely
engineered

away. QuickPay
(paid in hours)
plus broker-of-
record
settlement gives
carriers payment
certainty;
shippers trust
delivered
capacity. This is a
real strength.

Risk Warning.
Counterparty/cre
dit risk (carrier
no-show, shipper
non-payment) is
intermediated by
Convoy — which
means Convoy
absorbs it onto

its own book, a



Layer Challenge Assessment

cost that grows
painful in a
downturn.

Exogenous (EMU) Regulatory Pass. Licensed
freight broker
(49 USC
§13102(2));
FMCSA regime
stable and non-

fragmenting.

Exogenous (EMU) Geopolitical & Trade Pass. Domestic
US freight with
Canada border
service;
negligible
corridor

exposure.

Exogenous (EMU) Macro & FX Fail/Warning.
The binding
exogenous
threat. The
2022-23 freight
recession
collapses spot
rates and
margins; Convoy
has no risk-
insulation layer
to protect the

spread.
§4. Resistance Challenges
Layer Challenge Severity Diagnosis
Endogenous Opacity High Core friction and core value-

add. Who has capacity where,
at what price, is hidden;
brokers monetise it. Convoy's
automated matching attacks it
— though load boards (DAT,
Truckstop) already partially
reduce it.



Layer

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Endogenous

Challenge Severity

Geographic Distance Medium
Temporal Distance High
Offering Complexity Medium
Cold Start Low (now)
Cognitive Bandwidth Low
Fulfillment High
Participant Fragmentation High

Diagnosis

Freight is distance; the friction
is minimising deadhead.
Automated Reloads and
backhaul bundling address it
directly.

Truck-hours are consumed at
delivery — service-like, no
inventory buffer. Loads and
trucks arrive asynchronously.
The always-on app, instant
booking, and Convoy Go
drop-and-hook decouple this

timing.

Freight is semi-standardised
(dry van/reefer/power-only
53'; weight, lane, windows).
This lowers the Al-matching
advantage relative to a truly
heterogeneous market —
freight matching is logistics
optimisation more than

semantic matching.

Convoy is past its cold-start. It
reached critical mass — the
density both sides need
before either finds value —
years ago. This is a major asset
that most marketplaces never

achieve.

The app curates loads to
preferred lanes and auto-
alerts; load overload is

managed.

Real physical freight —
hauling, detention, BOLs,
lumpers, trailers. Intrinsic and
heavy; Convoy addresses it
(QuickPay, detention
automation, trailer pool).

The defining trait of US

trucking. Convoy's structural



Layer Challenge Severity Diagnosis
function is turning millions of
sub-scale carriers into a

reliable virtual capacity pool

for enterprise shippers.

Exogenous (EMU) Technological Obsolescence Low Freight tech is not obsoleting
quickly; autonomous trucking
is a long-horizon, not near-

term, threat.

Convoy has engineered credible responses to nearly every endogenous friction. The unaddressed

force is exogenous macro volatility.

§5. Intervention Relevance

Challenge Severi Al Matching Al Al Al Al Synth  Macro

ty Inter Input Memo Aggre etic RiskEn

media Transl ry gation Bootst gine/
ry ation rappin  Dyna

g mic

Contr
acts

Opacity High Primary Suppo | Neutr @ Suppo  Suppo — Neutr

rting al rting rting al

Temporal Distance High Supporting Neutr =~ Neutr = Prima  Suppo — Suppo
al al ry rting rting

Fulfillment High Supporting Neutr | Neutr | Suppo Prima — Suppo
al al rting ry rting

Participant High Supporting Suppo | Neutr | Suppo Prima — Suppo
Fragmentation rting al rting ry rting

Geographic Distance ~ Mediu = Supporting Neutr =~ Neutr = Neutr  Suppo — Suppo
m al al al rting rting

Offering Complexity Mediu = Supporting Neutr | Suppo = Neutr = Neutr — Neutr

m al rting al al al

Risk Mediu = Neutral Suppo | Neutr | Suppo @ Suppo — Suppo
m rting al rting rting rting

Macro & FX (EMU) High Neutral Neutr | Neutr | Neutr  Suppo — Prima

al al al rting ry



Traditional interventions already in use: Convoy is effectively running several pre-Al plays —
clearinghouse/escrow (broker-of-record plus near-instant QuickPay settlement removes
counterparty risk), a market-maker posture (the Convoy Go trailer pool holds inventory to bridge
timing), dynamic institutional aggregation (pooling fragmented carriers), and standardization
(equipment-type categories). The one Primary-rated intervention it does not run is
MacroRiskEngine / Dynamic Contingent Contracts — the layer that would insulate its spread
from the freight cycle.

§6. GTM & Competitive Assessment

Question Assessment

GTM Strategy Critical mass already reached: enterprise shipper sales + viral carrier app adoption
(the "truck stop" growth tactic). The question is no longer acquisition but margin
durability.

Incumbents Legacy brokers profit from opacity and relationship lock-in and have been slow to
digitise. But Uber Freight, Flexport, Loadsmart, and Transfix pursue the identical
digital thesis — the incumbency threat is dual: entrenched brokers below, well-

funded digital twins alongside.

Technological Barrier = This market was engineerable with 2015 technology — mobile penetration, cloud,
logistics matching — and Convoy proved it. It did not require LLMs. That matters:
the structural block was never technological; it was the capital intensity and thin

margins of low-surplus intermediation.

Competitive Moat Weak-to-medium. Leaky network effects (multi-homing), replicable lane data, no
compliance moat. Convoy Go's trailer pool is the most defensible piece and it is

capital-intensive.

PMF Signal by Vertical

Vertical Genuine Demand Friction Level PMF Signal Strength
Enterprise dry-van / High High Strong (named, credible
reefer shippers testimonials)

Convoy Go drop- High High Moderate-Strong (CHEP cites
and-hook it specifically)

Small carriers / High High Strong (adoption evidence:
owner-operators 70% of volume, fleet growth)

Convoy for Brokers Medium Medium Early signal



§6b. Evidence Quality & Risk Register

Evidence Stack

Evidence Item Type Quality
Assessment
Enterprise shipper Customer proof Moderate-
quotes (CHEP, Home Strong — named
Depot, P&G, AB, Land roles/firms, but
O'Lakes) qualitative; no
quantified
savings.
Carrier testimonials Adoption signal Moderate —
(Perales 70% volume; specific and
7-9 trucks) behavioural, but

self-selected.

CNBC Disruptor 50 Third-party validation Moderate —
(2023); $3.8B reputational, not
valuation (2022) operational;

valuation is a
2022 datapoint.

9.88M lbs carbon Adoption/scale signal Weak — a scale
saved vanity metric,
not a margin or

retention signal.

Critical missing evidence: take rate and contribution margin per load; carrier and shipper
retention/churn; net-revenue trend through the freight recession; load-volume trend since spot
rates fell; any path-to-profitability disclosure. Landing-page data gap: the site is static marketing
copy ("Endless capacity. Zero waste.") that reflects the 2021-22 boom mindset and is entirely
silent on the 2022-23 freight recession, the layoffs, and margin pressure — precisely the

conditions a market engineer needs to assess as of this date.

Risk Register

Risk Severity Mechanism
Freight-cycle margin High Exogenous
compression macro downturn

squeezes the
spread on every
load; volume

cannot offset a



Risk

Runway / financing

Thin gains-from-

trade

Leaky moat / multi-

homing

Asset-light capacity
fragility

§7. Overall Assessment & Prognosis

Friction Layer

Endogenous

Severity

High

High

Medium-High

Medium

Challenge

Trust

Mechanism

collapsing per-
load margin.

Unprofitable
model needs
bridge capital
exactly as
growth-stage
marketplace
funding

vanishes.

Brokerage
surplus is
structurally slim
and
friction-/cycle-
sensitive;
efficiency gains
are competed

toward zero.

Neither side is
locked in; Uber
Freight replicates
the model with a
larger balance

sheet.

No exclusive
capacity
commitments; in
any tightening,
capacity chases
the higher
bidder.

Primary Engineering

Response

QuickPay + broker-of-record
(already done)



Friction Layer Challenge Severity Primary Engineering

Response
Endogenous Risk Medium Escrow/settlement; risk
insulation
Endogenous Opacity High Al Matching
Endogenous Geographic distance Medium Al Matching / Aggregation
Endogenous Temporal distance High Al Memory (intent

persistence), trailer pool

Endogenous Offering complexity Medium Al Matching (standardization
already partial)

Endogenous Cold start Low Solved — critical mass
reached

Endogenous Cognitive bandwidth Low Curated app feed

Endogenous Fulfillment High Al Aggregation, trailer pool

Endogenous Participant fragmentation High Al Aggregation

Exogenous (EMU) Regulatory friction Low Compliance (stable)

Exogenous (EMU) Geopolitical & Trade Low —

Exogenous (EMU) Macro & FX High Dynamic Contingent Contracts
(absent)

Exogenous (EMU) Technological obsolescence Low —

Dual-Friction Scoring Index (plain text):

|_endo scores (0—4): Trust 1, Risk 2, Opacity 3, Geographic 2, Temporal 3, Complexity 2, Cold start
1, Bandwidth 1, Fulfillment 3, Fragmentation 3 = 21/ 40 |_emu scores (0-4): Regulatory 1,
Geopolitical 1, Macro/FX 3, Tech obsolescence 1 = 6 / 16 G (gains-per-trade multiplier): 0.5 —
trades are worthwhile but the intermediary's capturable surplus is thin and highly friction/cycle-

sensitive.
Market Thinness Score = (21 + 6) x 0.5 =27 x 0.5 =13.5 /56

This lands at the top of the "Naturally Thick or Unlocked" band — and that is the diagnosis, not a
rounding artefact. Freight is a functioning, thick-in-volume market whose endogenous frictions
Convoy has already engineered down. The residual threat is not a locked-up thin market; it is an
exogenous macro shock landing on an intermediary whose margins were never fat enough to
absorb it.

Scope Confidence Qualifier: This is an O2] market — organisational shippers on one side,

individual owner-operator carriers on the other. Confidence in the physics-based prognosis is



therefore reduced: on the carrier/owner-operator side, transient-desire dynamics (app loyalty,
ease-of-use pull, frustration-driven churn) are not modelled by market physics and could move
carrier behaviour in ways this analysis cannot fully predict — though carrier decisions are heavily

economic (rate, lane, deadhead), which tempers the caveat.

Prognosis — The Exogenous Casualty (under 200 words). Convoy does the endogenous
engineering genuinely well: it dissolved opacity, timing, and carrier fragmentation, solved trust
via instant payment, and reached critical mass — feats most marketplaces never manage. The
single biggest threat is exogenous: the freight-recession macro cycle compresses its already-thin
spread while tightened capital markets shrink the runway needed to bridge to profitability, and it
has no risk-insulation layer to protect the margin. The endogenous house is in order; the weather
outside is lethal. The one change a market engineer would make first: introduce dynamic
contingent contracts — index-linked pricing and margin collars — so the spread does not

collapse with spot rates, converting an unhedged cyclical exposure into a managed one.

Alternative considered: the "Uber for X" Trap. It fits the marketing label but not the physics —
Convoy is not a shiny catalog that dies on customer-acquisition cost; it reached scale and real
adoption. The knockout blow is macro-cyclical margin exposure plus a capital drought, not cold-
start CAC failure — which points to Exogenous Casualty. (Honest caveat: the exogenous shock is

lethal only because the internal gains-from-trade were thin to begin with.)

Falsifiability: The cleanest disproof within 12 months would be Convoy raising a substantial new
growth round at or above its $3.8B valuation, or posting network-level operating profitability
through the ongoing freight recession — either would refute the runway-exhaustion-by-

exogenous-shock mechanism at the core of this prognosis.

§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 (High,
EMU)

Participant

Fragmentation (High)

Fulfillment (High)

Temporal Distance
(High)

What the company already
does

Nothing — spread rides the
spot cycle unhedged

Digital carrier pooling; trailer

pool

QuickPay, detention

automation, Convoy Go

Always-on app, instant

booking

Available Al
intervention

(generic)

Dynamic
Contingent
Contracts —
semantic-oracle-
fed pricing
indexation and
margin collars
inside
programmatic

escrow

Al-Enabled
Aggregation —
fluid grouping of
sub-scale carriers
into virtual

capacity blocs

Al Aggregation
— consolidating
volume to hit
density/backhaul
thresholds

Al Memory —
intent
persistence
reconnecting
lanes and
carriers over

time

What it would change or
extend

Would stop the freight cycle
from erasing the per-load
margin, directly protecting the

revenue that funds survival.

Would deepen existing
pooling into reliable,
committed capacity,
strengthening the reliability
shippers pay for.

Would extend empty-mile
reduction, improving the thin
margin from the cost side.

Would extend matching from
reactive to anticipatory,
tightening capacity on
preferred lanes.

The decisive gap is the first row: Convoy engineered the trade but not the protection of the

margin on the trade. Semantic-matching and match-narrative tooling are only selectively

relevant here — freight is semi-standardised, so the matching problem is closer to logistics

optimisation than to the heterogeneous, evidence-must-travel matching those techniques were

built for.

Stage 2 — Analyst Review

(Analyst to add comments here)



Stage 3 — Revised Verdict

(To be generated after analyst review)



