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(Figure 1) Source: Bloomberg Terminal (GF) 

Executive Summary  

Old Dominion Freight Line, Inc. (ODFL) is an inter-regional and multi-
regional motor carrier. Primarily transporting less-than-truckload 
shipments of general commodities, serving reginal markets 
throughout the United States. The company is headquartered in 
Thomasville, North Carolina, and was founded in 1934 as a regional 
trucking company. Since the mid-1990's, expansion beyond the 
southeastern U.S. has contributed to the company becoming one of 
the largest North America less-than-truckload (LTL) motor carriers.  
Old Dominion offers both standard and expedited LTL shipping. Their 
operations, while being primarily domestically based in America, 
span internationally, generating revenue in their various non-trucking 
subsectors. These subsectors include international air freight and 
container shipping; ODFL, a large cap with a market cap of $46.67B, 
currently trades on the NASDAQ exchange at $218.61, as of the 
market close on November 21, 2024. This price is on the higher end 
of their 52-week range of $165.49-233.26, but as will be further 
analyzed, not nearly where it has the potential to be in the future.  

 Investment Thesis 

Old Dominion Freight Lines is currently a BUY, with an expected 
value of $421.11. Objectively, their financial performance and 
expected growth notes them as being a technically undervalued 
company. The company’s strong margins and ratios relative to peers 
and excess cash generation has positioned them to continue to 
expand their operations. The company continues to leverage its 
advanced GPS systems to cut costs and grow their operating margin. 
This is attributed to Old Dominions’ increased cash generation 
which management has utilized to increase spending on capital 
expenditures. Beyond this, the impact of the incoming presidential 
administration proposes economic plans which could be of great 
benefit to companies like Old Dominion, who operate primarily 
domestically. Furthermore, the longer-term future promises the 
advancement of the industry’s efficiency, and aid in cutting costs, by 
use of evolving technology, which Old Dominion has proven 
dedicated to embracing.  Their long tenured management team has 
helped the company to grow into the second leader in the LTL 
shipping industry with a market share of 12-13%.
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Company Overview 

Operations 

Old Dominion is split into four major sectors – OD Domestic, 
OD Expedited, OD Global, and Other Services. OD Domestic 
offers regional, inter-regional, and “long haul” LTL services – 
these services are also available from the Expedited sector but 
are much more time sensitive. LTL carriers transport various 
shipments at once – meaning that one truck could be sourcing 
business from multiple clients.  To emphasize the relevance of 
LTL services amongst total revenues – of the $5.866B in 
revenue in 2023, $5.805B are derived from LTL services - nearly 
99%. This method of shipping tends to reduce costs for their 
clients, given that the pricing is based on the amount of 
weight/space used by a client’s shipment.  With over 33,000 
linehaul trailers, 15,000 P&D trailers, and 10,000 tractors, Old 
Dominion is now a dominant force in the trucking sector relative 
to its position in past decades. Their other services include 
global freight, truckloads (dry van, flatbed, refrigerated, and 
door-to-door), container drayage services, and specialized 
services. Approximately 5% of their revenue stemming from 
international services is reliant upon their international air and 
container shipping services, as well as FCL services. 
Domestically, Old Dominion has over 250 service centers 
across the nation, allowing for the most efficient LTL 
operations. 

 

(Figure 2) Source: Bloomberg Terminal (FV) 

Internationally, ODFL reaches Latin America, Europe, the 
Middle East, and the Caribbean, for international FCL and LCL 
freight services, and for container drayage. Container drayage 
involves the transportation of shipping containers from ports 
and yard rails to client warehouses and other facilities.  

Old Dominion also offers consulting services to customers 
whose needs may not match their offerings – instead they will 
be matched, by consultants, to a network of other carriers who 
can fulfill their needs (typically FTL shipments).  Their 
consulting services also offer help in building supply chain 

strategies and creating distribution routes/networks that are as 
efficient as possible.  

Cyclicity and Competition 

Like most of the Industrial’s sector, the trucking industry is 
generally cyclical. Their demand is intertwined with economic 
expansionary periods, given its dependance on consumer 
spending, and industrial production (construction, 
infrastructural projects, etc.). On a smaller scale, the trucking 
sector will also see changes in demand, or types of demand, 
depending on the season - ie more construction-related 
demand in spring and summer, and more retail in the winter to 
keep up with holiday demand. The LTL sector is typically 
considered to be oligopolies, with their main competition 
coming from a small, but unignorable, few - FedEx Freight, XPO 
Logistics, and Saia, primarily. Amongst its industry, Old 
Dominion seemingly sits within the growth realm of the 
business cycle, while many other peers lean more towards the 
mature stage of the cycle. Aiding this is Old Dominion's 
dedication to adapting to an advancing and morphing business 
structure. Old Dominion is considered a leader in their field in 
their willingness to adopt Al into their operations, coining the 
phrase "To stay ahead of digital, become digital." Currently, Old 
Dominion incorporates Al technology into their data analytics 
systems, using the technology to further home in on accurate 
demand predictions. Old Dominion also sees advantages 
amongst its peers for its sheer performance reliability - for over 
10 years they've had a 99% on-time delivery average. They've 
also seen a consistent decline in cargo claims - dropping from 
around 1.5% in 2002 to about 0. 1% in 2023. 

Performance vs. Sector  

 

(Figure 3) Source: Bloomberg Terminal (COMP) 

The chart above compares the performance of Old Dominion 
Freight Line (ODFL) against the S&P Industrials Index (S5IDU) 
from 2020 through the present Q3 of 2024. Old Dominions’ 
performance has significantly outperformed the S5INDU 
benchmark over the entirety of the graphs time horizon. Old 
Dominion has a total return over the prior 11 quarters of 
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257.72%, compared to the S5INDU return of 90.26%.  The 
companies return additionally outpaces the S&P 500 over the 
same time period (92.50%), as well as its peers over every time 
horizon within the last 10-year period.  

Management 

Old Dominion’s management team is well established, with all 
their major executives having been with the firm for at least nine 
years. The company's ability to acquire talent and retain it is 
evident as over the past decade they have experienced 
substantial growth, largely driven by the current executives in 
charge. David S. Condon is the Executive Chairman of the Board 
of the Board at Old Dominion, with over 40 years of experience 
at the company. His expertise in the LTL industry has 
significantly contributed to the company's growth. Kevin M. 
Freeman is the President and CEO of the company, with over 32 
years of experience at old Dominion. He has played a significant 
role in implementing operation and sales strategies, 
contributing to the firm's standing as the second leader in the 
LTL freight industry. The overall stability of management and 
there contributes to the company should give investors 
optimism and comfortability when evaluating Old Dominions' 
management team. 

Industry Drivers  

New Durable Goods Ordered 

 
(Figure 4) Source: Bloomberg Terminal (BI TRCKN MACRO) 

The chart displays the percentage change in new durable goods 
ordered over the past five years, from 2019-2023.  The trucking 
industry is heavily influenced by durable goods, as the trend in 
new orders decreased there could be headwinds ahead from 
the industry. While decreasing the trend could be misleading, as 
a long period of inflation has restricted spending, directly 
impacting the industry. For Old Dominion, many of their 
products transported are durable goods; despite the declining 
trend, the company was still able to increase their trips and 
revenues over the five-year period. The durable goods orders as 

of October were up 0.4% for the year. If durable goods orders 
continue to rebound and economic leading indicators begin 
improving, Old Dominion and the trucking industry could see 
strong growth ahead. 

Personal Consumption of Durable Goods 

  
(Figure 5) Source: Bloomberg Terminal (BI TRCKN MACRO) 

The chart displays the percentage change in personal 
consumption of durable goods (PCEDG) from 2019-2023, 
showing consumers demand for long lasting goods often 
transported by freight shipping. This metric is a key indicator 
for trucking demand, a steady decline from 2020 shows the 
headwinds the industry has recently faced. A significant cause 
of this decline was the Covid-19 pandemic and the driver 
shortage that began shortly after. For Old Dominion, they were 
able to stay competitive through their diverse customer base 
which shields them from supply chain destruction and industry 
specific headwinds. For more recent data, as of October 
(PCEDG) it has increased 3.64% for the year. As consumption 
picks up, the industry has experienced a boost with Old 
Dominion leading the charge for future growth with its well 
positioned operations. Old Dominion has gained a completive 
advantage through their diverse customer base, that offers 
them flexibility in pricing and growth during decreases in 
durable good consumption.   
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Cost Analysis 

Workforce  

 
(Figure 6) Source: Bloomberg Terminal (BI TRCKN INDUSTRY) 

The chart shows the breakdown of wages and benefits as a 
percentage of total marginal costs across the trucking industry 
from 2019-2023.  Labor costs have been rising over the past 
two years as driver shortages continue to be an issue mixed 
with inflation growth. The cost of wages tends to be just under 
35% of marginal costs, reflecting a large reliance of the 
workforce to operate. Benefits as a percentage of marginal 
costs have been declining slowly, dropping from above 10% to 
below 8%. There has been an industry shift, with ODFL leading 
the charge for direct wages, lowering benefit cost.  As a leader 
in the trucking industry, Old Dominion must remain competitive 
with their driver wages and workforce benefit structure. Their 
competitive advantage stems from their operational efficiency 
which has been achieved through technology, reducing the 
reliance on labor. 

Operational  

 
(Figure 7) Source: Bloomberg Terminal (BI TRUCKING 

INDUSTRY) 

The chart displayed shows the dominance of the fuel and oil 
costs as a percentage of total marginal cost. While prices 

spiked up globally from 2020-2022, they are on a steady decline 
which could indicate some stability in the oil market.  For Old 
Dominion, their investments in fuel efficient trucks and optimal 
technologies shield them from oil spikes in comparison to 
peers. The second most expensive cost driver is truck leasing 
and purchases, which remained stable over the past few years 
before beginning to rise more recently. Higher equipment costs 
shouldn't be expected, as inflation is going down and buyers are 
still conscious of spending in the industry.  All the other 
expenses have remained relatively stable, Old Dominion Freight 
does not have to worry about repairs and maintenance, as their 
services are in-house. The company has become the industry 
one of the leaders in less-than-truckload shipping due to their 
operation efficiency and their focus on cost management, 
which has been achieved through innovative technology.  

Economic Outlook 

Overall Economic Outlook:  
The U.S. economy has remained resilient despite the fallout 
from the Covid-19 pandemic. While inflation spiked to as high 
as 9%, recent data suggests it is coming down. With Donald 
Trump coming into office there are concerns that his economic 
plan which consists of an estimated $8 trillion budget deficit 
and aggressive tariffs especially on China will reignite inflation. 
However, the former Presidents plan is estimated to increase 
domestic production and benefit U.S. based companies such 
as, Old Dominion Freight Line, Inc. President Trump has been an 
ally for smaller U.S. company and his administration is likely to 
maintain or increase the existing corporate tax cuts.  

The less-than-truckload industry is largely dependent on 
consumer sentiment and their willingness to spend. During 
economic downturns, like the Covid-19 Pandemic, the industry 
experienced significant reduction in production as seen by an 
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8.74% decrease in the Truck Tonnage Index1 (TRUCKD11). 
Since the Truck Tonnage Index has increased by 8.54% and is 
up 1.58% over the past three months, showing a delayed but 
strong recovery. 

GDP: 

 
(Figure 8) Source: U.S. Bureau of Economic Analysis 

Real GDP growth came in stronger than expected in Q2 and Q3 
of 2024, following a slowdown in Q1. While there are still 
concerns with the economy, the Federal Reserve is closing in 
on a soft-landing positioning GDP to remain stable or potentially 
increase. Less-than-truckload (LTL) companies are heavily 
influenced by GDP growth due to their dependency on the need 
for transportation of goods across the country. While future 
growth is uncertain, President Trumps proposed economic 
policies promote deregulation, tax cuts and the promise of 
lowering interest rates. Old Dominion is well positioned to take 
on increased freight volumes, being the leader in the less-than-
truckload (LTL) industry. The company allocated approximately 
$750 million in expected capital expenditures for the year; 
approximately $350 million for the purchase of service center 
facilities, construction of new service center facilities or 
expansion of existing service center facilities; approximately 
$325 million for the purchase of tractors and trailers; and 
approximately $75 million is allocated for investments in 
technology and other assets. With inflation and interest rates 
coming down and consumers’ spending expected to recover, 
the company is well positioned to capitalize on any economic 
growth. If GDP growth slows, the less-than-load industry and 
overall trucking sector will cause reduced demand for their 
services as business and consumers cut down on spending. 

 
 
 

 

1 The truck tonnage index is an index that measures the gross tonnage of freight which is 
transported by motor carriers in the United States for a given month. The index serves as 
an indicator of shipping activity, and consumption of goods in the U.S.  Analysts also use 

CPI: 

 

(Figure 9) Source: Bloomberg Terminal (IFMO) 
CPI data shows an overall decline over the past seven quarters 
as inflation has decreased. This has led to a recovery in 
consumer spending which should accelerate the trucking and 
less-than-truckload industry demand. Lower inflation could 
lead to increased freight volumes as manufacturers increase 
production. Additionally, lower inflation should lead to 
stabilized costs furthering Old Dominions industry-leading 
Operating Ratio (OR), which will be further analyzed in the 
financials section of the report. If CPI stagnates or begins to 
accelerate, the trucking industry could experience pricing 
challenges and be forced to reduce labor force. While future 
inflation could go either way, there is optimism that there could 
be four years of low-rate economic stability. The target of 2.25% 
is expected to be reached at some point over the next year, 
barring any large impact. 

Fuel Prices (USD): 

 

(Figure 10) Source: Bloomberg Terminal (BI TRCKN) 
The chart displays the U.S. Disel Retail Prices (USD) from 
January of 2022 to October 2024. Prices peaked in June of 
2022 reaching $5.754, driven by geopolitical and supply chain 
disruptions. Since the price has been on a steady decline, 
falling to $3.585 in October and $3.522 in November of 2024. 

the truck tonnage index to determine the state of the U.S. economy as over 70-percent of 
all freight tonnage is via truck. 
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The sharp rise in diesel has likely affected some of Old 
Dominions’ smaller competitors in space and caused prices to 
increase industry wide. For Old Dominion, their scale of 
operations allows them to gain access to more favorable fuel 
rates which explains the company’s minor decline during the 
spike in diesel prices. The company’s focus on operational 
efficiency and route optimization help reduce the company’s 
exposure to rising diesel prices. 
 

Porters 5 Forces: 
Threat of New Entrants: Low 

For Old Dominion and its competitors, the threat of entrants is 
relatively low. The companies that operate within the trucking 
industry must have a large amount of starting capital to allocate 
for infrastructure and fleet. Additionally, as companies like Old 
Dominion continue to invest in new technology the potential for 
a company to replicate this technology and cost efficiencies is 
less likely.  As Old Dominion grows, the threat that smaller cap 
companies will be able to overtake its market share becomes 
increasingly unlikely. If Old Dominion is able to continue to 
expand its market share, they will benefit from economies of 
scale, allowing them to further reduce costs and offer more 
attractive pricing. When it comes to securing the business of 
manufacturers, reputation and customer service are qualities 
smaller companies struggle to compete with larger companies 
in the less-than-truckload (LTL) industry. Old Dominion has 
built a strong name for themselves as one of the leaders in the 
industry, offering competitive pricing due to their operational 
efficiencies and reliable customer service to address the needs 
of their clients. While regulatory barriers exist, with a new 
administration coming in January there is less worry of this being 
an issue for new or smaller companies within the LTL space.  

Bargaining Power of Suppliers: Low to Moderate 

The trucking industry relies heavily on the production of their 
fleets and profit is largely derived from the cost truck 
manufacturers charge. For new or smaller companies in the 
industry it may be hard to get competitive or intuitional pricing 
from these manufacturers. This allows larger companies like 
Old Dominion to gain a competitive advantage in their cost of 
operations. As the industry potentially shifts into electrical 
vehicles or automatous driving, this could help Old Dominion 
scale their operations quicker than their competition. 
Additionally, within the industry the pricing of fuel suppliers and 
maintenance services has a large impact on how trucking 
companies operate. For Old Dominion, their on-site service 
technicians help save external servicing fees and allow the 
company to have more control of cost measures. Less-than-

truckload companies often have contracts with large fuel 
suppliers that offer reduced pricing. Old Dominion, like their 
peers, are able to pass their cost of fuel off to their customers, 
but at a lower rate through their fuel supercharges. This makes 
the company appear more attractive with their low-cost 
structure that is difficult to replicate. Old Dominion’s scale 
allows them to leverage their business to negotiate more 
favorable terms.  

The less-than-truckload market share is made up of over 70% 
non-union workers and just 16.30% union, a large shift from the 
previous union dominated naturae of the industry. This reflects 
the large growth of companies like Old Dominion who are able 
to offer lower compensation to their workers. Non-union 
companies have more flexibility in their operations, adopting 
and implementing technology to improve productivity. While 
there are concerns of a driver shortage, the shift towards 
automation and more technologically efficient labor options are 
becoming more of a reality. Until then, companies are going to 
have to combat the shortage with competitive pay and driver 
safety measures. Old Dominion has established itself as a 
leader in these areas and in the overall industry.  

Bargaining Power of Buyers: Moderate  

For the trucking industry the risk of supply chain disruptions is a 
driving concern amongst all companies. To help mitigate this 
risk, larger companies such as old Dominion aim to have a 
diversified base of customers from various industries. This 
ensures that any disruption that is industry specific will not have 
a material impact on the company's operations. For smaller 
companies that maybe be difficult to achieve, as the aim in the 
growth phase is to growth and add clients by any means 
possible. Companies that are more established, like Old 
Dominion, have a dedicated customer base with many more 
companies considering the use of their services.  

Customers are extremely sensitive to pricing; this gives smaller 
companies an advantage to undercut larger companies in 
pricing. The difficulty comes with maintaining similar operating 
profits than larger companies, as smaller companies tend to 
have much less cost-efficient operations. For Old Dominion, 
they have consistently been able to raise prices despite the risk 
that customers will go to their competitors. This shows the 
company's cost management, as despite the cost increases, 
they still offer competitive pricing within the less-than-
truckload industry. Old Dominion recently announced a 4.9% 
general rate increase across multiple tariff codes effective Dec. 
2. For customers considering switching providers within the 
industry the cost to switch is relatively cheap. This gives the 
buyer the majority of the power and keeps the industry pricing 
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fair. For Old Dominion this is a positive, as any of the customers 
who would be forced to switch due to rising costs would likely 
be their peers.  

Threat of Substitute Products: Moderate to High 

Substitutes such as air freight and rail transportation are 
attractive to customers who need longer shipments. Where the 
less-than-truckload industry excels is its cost efficient short to 
medium distance national freight shipments. There is concern 
within the industry as the tons of LTL shipments have been 
steadily declining over the past 10 years. Despite this, Old 
Dominion has been able to grow its market share substantially 
despite the decline of broader industry. For larger companies in 
the industry the threats that larger companies such as amazon 
can develop their own effective transpiration system is 
disruptive to the industry. However, this is not a major concern 
for Old Dominion as their major clients consist of material and 
industrial manufacturers that tend to be medium to small.  

As technology advances, the threat of automation within the 
trucking sector and the broader transportation industry can 
serve as both an opportunity as well as a threat. For smaller 
companies, competing with autonomous drivers will likely be 
impossible, as cost cutting will allow companies with the 
technology to offer much lower prices. For larger companies, 
this industry shift represents an opportunity to position 
themselves as a top provider in the LTL space. Old Dominion is 
utilizing its extensive cash reserve to invest in technology 
opportunities, such as autonomous driving to maintain their 
standing as one of the industry leaders.  

Intensity of Rivalry: Moderate to High 

The less-than-truckload market is a highly competitive, ever-
evolving industry that consists of well-known companies like 
FedEx Freight and UPS. While the industry is highly competitive, 
over the past decade Old Dominion has built their industry 
leading service offering highly competitive pricing and a focus 
on technological advancements. As the industry continues to 
evolve it will be difficult to maintain market share. For Old 
Dominion their operation efficiency, use of technology, and 
customer service is what has led them to becoming who they 
are today, and could further allowing them to grow. With the 
growing uncertainty in oil and labor prices, companies who are 
ahead of the curve with their use of technology and in 
implementing cost saving measures will be the best equip to 
dominate market share in the industry. For the Less-than-
truckload industry Old Dominion are the company on the cutting 
edge, allowing them to grow despite stagnant demand within 
the industry. 

Financial Analyses 

Margins and Ratios 

Old Dominion was initially identified for its strong performance 
against the industry benchmark, as backed up by its healthy 
financial metrics. In the following analyses, the main peer 
comparisons will be Saia LTL Shipping Services (SAIA), XPO LTL 
and Logistics Services (XPO), ArcBest Corp (ARCB), and Yellow 
Corp (YELLQ) – these are all other American freight companies 
with an emphasis on LTL services.  

Old Dominion has consistently outperformed its peers on the 
fronts of ROE, ROA, and ROC. Over the past five years, they 
haven’t been outperformed once – averaging out with a ROE of 
28.16 (peer average 18.32), an ROA of 21.47 (peer average of 
10.43), and an ROC of 26.86 (peer average of 15.01). 
Considering that these averages aren’t drastically different, 
they prove that it’s Old Dominion’s performance that raises 
these metrics, not an elusive inflationary denominator, such as 
low capital or low equity.  Return on Capital is particularly 
relevant in ODFL’s industry, seeing as it can accurately portray 
the efficiency of a company given the sheer number of 
investments required to operate in the trucking business.  

 

(Figure 11) Source: Bloomberg Terminal (FA) 

Looking specifically at operating statistics, Old Dominion 
continues to outperform via Operating Margin but begins to 
subside to its peers in terms of Operating Ratio. Considering the 
elements that impact the calculations of the ratio versus the 
margin, this implies that Old Dominion consistently has notably 
higher expenses than its peers, given that their revenue has 
been higher than both ARCB and SAIA, beat only by XPO. Old 
Dominion saw a decline in their Operating Ratio from 2019-
2022, however, this seemed to be a trend amongst its peers, 
which has since seen recovery, with Old Dominion seeing an 
uptick in 2023, bringing their ratio of to 72 from a prior 70.6.  
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(Figure 12) Source: Bloomberg Terminal (FA) 

Old Dominion has seen significant outperformance of its peers 
in terms of Free Cash Flows over the past five years, with a peak 
in 2022, going against industry trends.  From 2019 to 2022, their 
cash flows rose with some fluctuation from $504.6M to 
$916.4M but then drew back to $811.8M in 2023. Fortunately, 
Q3 earnings reported a restoration of growth, pushing FCF back 
up to $988.6M over the last four quarters. 2023 saw declined 
cash flows for most Old Dominion’s peers – XPO dropped 
dramatically from $311M to -$851, and ARCB from $322M to 
$103M. Saia, however, continued their recovery from negative 
cash flows in 2019, to $105M in 2022 and $138M in 2023.  Of 
those who saw declines, Old Dominions was the least 
aggressive. 

Industry-Specific Metrics 

Recent earnings reports provide an opportunity to evaluate 
industry specific insights regarding operational efficiency, and 
overall performance.  Amongst industry peers, a few of the 
same metrics can be found in earnings reports, making a great 
opportunity for comparison. The following data will be in 
reference to the 9 months ended Q3 2024 (2024), and the 9 
months ended Q3 2023 (2023) – keep this in mind to not 
confuse the data for a full year's worth of information.  

 

 

 

(Figure 13) Source: 10-Q Statements Percent Change in 
Metrics from 2023 to 2024  

In 2024, Old Dominion averaged $32.02 of billed revenue per 
hundredweight, which was a 3.30% increase from 2023. By 
comparison, ARCB saw a 15.4% increase, from $43.17 to 
49.81. The average length of a haul decreased by 0.60% for Old 
Dominion, while ARCB saw a 3.1% increase. Interestingly, 
while ARCB seems to so far be “outperforming” Old Dominion 
in these metrics, their weight per shipment saw a far more 
dramatic decline than Old Dominion – 12.9% decline vs ODFL’s 
1.7%. Old Dominion also saw minimized declines relative to 
ARCB in terms of Shipments per Day (-4.0% vs -0.3%) and 
Tonnage per Day (-16.40% vs -2.00%). Numerically, Old 
Dominion far outperforms ARCB – they carry approximately 
1,500 pounds per shipment vs. ARCB’s 1,100, 48,000 
shipments per day vs. ARCB’s 20,000, and 36,000 tons per day 
vs ARCB’s 13,000.  This could just be a nod to a higher 
operational capacity for Old Dominion, and evidence that they 
haven’t taken full advantage of this capability in 2024, as was 
also a point of concern in their Operating Ratio.  

Financial Forecasts 

Income Statement  

 

(Figure 14) Source: Old Dominion 2023 10-K 

Old Dominion’s Pro Forma Income Statement aids in 
representing the consistent growth that can be expected from 
the company, based on their performance in the past five years. 
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The growth rates are geometric averages of the year-over-year 
change for the given lines from 2019-2023. Despite the 9.31% 
increase in revenue, Net Income still managed to grow by nearly 
20%, indicating a decrease in costs relative to the prior year.   

After a booming year in the 2022 fiscal year, 2023 saw a slight 
decline in net income by relative standards. This decline was 
primarily fueled by increased expenses – revenues didn’t 
decline at the same rate as net income, which is a positive sign 
in looking at future revenue expectations. Instead, the impact of 
this revenue decline was dramatized by the fact that expenses 
remained relatively steady in comparison to 2022. Given that 
2023’s decline in sales revenue could be attributable to 
economic (and therefore infrastructural) slowdowns, the five-
year average growth rate of 9.31% would be a reasonable 
assumption to apply to the expected revenue for 2024.   

Balance Sheet  

 

(Figure 15) Source: Old Dominion 2023 10-K 

Old Dominion’s projected balance sheet is built out based on 
projected net income changes from the above Pro Forma 
Income Statement. Given the $1,476.56 in net income, 
dividends and share repurchases are estimated, bringing the 
change in total liabilities and equity to $1,054.52. Old Dominion 
has an established share buyback plan, which was taken into 
consideration when estimating these future values. Assuming 
current and fixed assets remain proportionately the same as 
they were in 2023, current assets an increase around $220M, 
and fixed of around $836M.  

 

 

 

 

 

 

 

Valuations 

Earnings Per Share Model 

  

(Figure 16) Source: Old Dominion 2023 10-K & Bloomberg 
Terminal (FA) 

The earnings per share model evaluates the expected growth of 
earnings per share of stock over the course of the next 10 years. 
The growth rate for the initial 10 years is derived for the long-
term growth beyond that time frame. For Old Dominion, the 
growth rate for the initial ten years is 17%, as derived from the 
CAGR’s formulated for the EPS model. The long-term growth is 
assumed to be 3%. The projected high EPS came out to $12.17, 
while the low EPS was $5.55. The high and low PE utilized the 
companies' 5-year P/E average for the high and low ranges in 
each given year.  This data produced a projected stock price 
ranging from $111.00 to $450.22. With a current stock price of 
$218.61, this model offers an investment-upside of 105.95%. 

Free Cash Flow Model 

 

(Figure 17) Source: Old Dominion 2023 10-K & Bloomberg 
Terminal (FA) 

The free cash flow model evaluates the expected growth of free 
cash flows for the next 10 years, and for the long-term growth 
beyond that time frame. In the case of ODFL, the growth rate for 
the initial ten years is 17%, as derived from the CAGR’s 
formulated for the prior EPS model. Long-term growth is 
assumed to be 3%. With an initial year 1 cash flow of $1,011.10, 

BUY 
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the future cash flows are PV’d back to $80,697. This, alongside 
the shares outstanding of 213.8M, creates a PV of $377.44 per 
share. Given this result, this price presents a potential 72.75% 
return. Based on these results, Old Dominion falls within the 
range of being a buy or a strong hold. 

Valuation Method Weighting 

In general, the Industrials sector sees many companies sit 
comfortably with PE’s higher than other sectors. Old Dominion 
seems to sit at the higher end of the average for its sector, with 
a current P/E of around 39, and the average around 37. Many 
investors will see a high P/E as a reason to disregard a stock, 
and assume it is overvalued. However, given these pricing 
models, the moderately high P/E ratio acts like a vote of 
confidence, representing investor faith in future performance. 
Because of this willingness to pay a bit more for the stock, the 
final pricing of Old Dominion Freight Line was created using a 
weighted average, in which the EPS model results hold slightly 
more weight than the Free Cash Flow model results. With a 60-
40 weighting of the $450.22 and $377.44 [(450.22*0.6) 
+(377.44*.4)], a final target price of $421.11 can be derived. 
This price offers a 92.6% return on the current price (November 
21st, 2024) of $218.61, making it a Buy. 

Investment Rationale  

Risk 

The less-than-truckload freight sector is highly sensitive to 
economic downturns, especially with declines in industrial 
production and consumer demand. Additionally, a driving 
concern for the industry is the increasing driver shortage, which 
is driven by an ageing workforce, long hours and harsh 
conditions. This paired with an overall decrease in the sheer 
amount of weight of shipments in the LTL space are the most 
pressing issues in the industry.  While President Trump is likely 
to ease regulation across many sectors it is unclear if this will 
reach the LTL industry. Another concern across the broader 
industry is the implementation of Trump’s proposed tariffs 
which could directly impact foreign freight transportation. For 
Old Dominion they would remain relatively unimpacted unless 
the tariffs affect the U.S. freight shipment demand as well. The 
impact of supply chain distributions is another concern across 
the trucking industry.  

For Old Dominion specifically, its main differentiator is its use 
of technology through GPS as well as lower wages than unions.  
The main concern with their business structure is that their use 
of technology can be easily implemented. The GPS systems 

they use are sourced from an outside source, while this 
software can be purchased, the routes in use by Old Dominion 
are customized and private information. Additionally, the need 
to stay ahead of their competition in the technology space 
forces the company to spend largely on capital expenditures. 

Optimism 

While the LTL trucking industry has experienced declines, there 
is optimism that demand will increase as the need for smaller 
shipments across the country increases. The cost-efficient 
method of LTL shipping offers flexibility in moving smaller loads 
at lower rates. With Donald Trump set to spend on 
infrastructure, the LTL industry could experience improved 
efficiency resulting in reducing times and costs. The 
advancements of technology offer the trucking industry 
opportunities for cost saving measures, such as automation 
and AI route optimization. As the industry evolves, Old 
Dominion is in a great position to acquire smaller peers and 
continue its market share expansion. Another driving force for 
U.S. based companies such as Old Dominion is the expected 
increase in local supply chains and nearshoring, which would 
increase demand for regional freight services. While the 
trucking industry is very cyclical and impacted by economic 
downturns, the LTL sector tends to be more resilient.  

For Old Dominion their main advantage is their operating ratio 
which consistently is above their peers. The company's growing 
market share and strong margins have positioned it to begin its 
expansion phase. The company has heavily invested in 
technology and expanding its infrastructure and fleet, looking to 
grow its customer base while remaining the leader in efficiency. 
With the rise of e-commerce, the LTL industry is expected to 
continue to experience increased demand for their services. 
Old Dominion’s established customer base and network allows 
them to be the most likely to capitalize.  The company is 
financially stable, with increasing margins and ratios; paired 
with strong growth and reduced costs, at a current stock price 
of $218.61 the company is undervalued. The company's 
projected stock price based on EPS and FCF valuation modes 
is currently $421.11. 
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Important Disclaimer 
All information contained in this document is the opinion of, and the result of analysis by, one or more 
Marist College students seeking academic credit. It is not intended and should not be construed as 
offering investment advice. The analysis is not the work of professionals, is not a recommendation of 
any particular security, strategy or investment product, and should in no way be used to make financial 
decisions or investments. The opinions of the author(s) are subject to change without notice. 
Information contained herein has been obtained from sources believed to be reliable, but is not 
guaranteed to be accurate or complete. 
This document has been prepared for The Greystone Fund’s internal educational purposes. Please  
consult your financial and tax advisors before engaging in any transactions. MARIST COLLEGE, 
MARIST COLLEGE SCHOOL OF MANAGEMENT, AND MARIST COLLEGE’S TRUSTEES, 
FACULTY, STAFF, AND STUDENTS MAKE NO REPRESENTATIONS OR WARRANTIES, 
EXPRESS OR IMPLIED, ABOUT THE ACCURACY OR SUITABILITY FOR ANY USE OF THIS 
REPORT, AND EXPRESSLY DISCLAIM RESPONSIBILITY FOR ANY LOSS OR DAMAGE, DIRECT 
OR INDIRECT, CAUSED BY USE OF OR RELIANCE ON THIS REPORT, OR FURTHER 
COMMUNICATION PROVIDED IN RELATION TO THIS DOCUMENT. 
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