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This is a hypothetical strategy exercise based on public information. It does not describe an
actual internal meeting or reveal subsequent results.

The decision
Old Dominion Freight Line (ODFL) entered the second half of 2026 with an enlarged
capital-spending forecast and mixed operating signals. On August 5, its second-quarter filing
raised the estimated FY2026 capital expenditure plan from the $265 million disclosed in its
2025 annual report to approximately $380 million. At the same time, second-quarter revenue
and operating ratio improved substantially year over year even as less-than-truckload (LTL)
tonnage declined. July brought a less negative tonnage comparison, but shipment counts
remained down.

Assume you advise a hypothetical ODFL capital-allocation team preparing its next review of the
FY2026 plan. Should it hold the revised estimate, rephase or stage-gate some projects, or
selectively redirect spending across service centers, tractors and trailers, and technology/other?
What evidence should release, delay, or redirect investment? The assignment is to set a
decision process under uncertainty; public information does not identify a specific project that
should be funded or stopped.

A network built around density and service
ODFL operates one integrated LTL network. Local pickup-and-delivery freight moves through
service centers, where shipments are sorted and consolidated for linehaul to other centers, then
delivered locally. At December 31, 2025, ODFL reported 260 service centers: 240 owned and 20
leased. Management describes increasing freight across its existing network as its primary
revenue focus, with the aim of improving linehaul load factor, pickup-and-delivery productivity,
and platform throughput. The company also identifies service quality, yield, and operational
efficiency as central to its proposition. These are management’s descriptions of its model, not
proof of a particular center’s utilization or project return. [1]

The network creates a strategic tension. Greater shipment density can improve asset use and
spread fixed costs, making it attractive to grow within existing capacity before adding facilities.
But capacity is not necessarily available in the right place, at the right time, or in the right form.
A constrained dock, fleet shortage, or long construction lead time could make selective
investment valuable even when network-wide tonnage is soft. ODFL’s public filings do not
report utilization, congestion, contribution, or returns by center or lane.
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Stronger margins, fewer tons
The second-quarter and first-half comparisons tell related but different stories.

Exhibit 1. Selected operating measures

Measure Q2 2026 vs. Q2 2025 First half 2026 vs. first half 2025

Revenue from operations +10.4% +3.8%

LTL tons per day −4.1% −5.9%

LTL revenue per hundredweight,
excluding fuel surcharge

+5.5% +5.0%

Operating ratio 70.1% vs. 74.6% 72.9% vs. 75.0%

Productive labor as a share of
revenue

21.7% vs. 24.4% 22.9% vs. 24.5%

Source: ODFL Q2 2026 Form 10-Q, MD&A, pp. 12-15. Operating ratio equals operating expenses
divided by revenue; a lower ratio indicates a higher operating margin. Company commentary
attributes results to a combination of yield management, service performance, productivity,
operating efficiency, and cost factors. The aggregate data do not isolate their causal
contributions. Revenue per hundredweight including fuel surcharge rose 15.2% in Q2; do not
treat that fuel-inclusive measure as base pricing.

ODFL reported 99% on-time service and a 0.1% cargo claims ratio in Q2 and the first half. Those
company-reported measures support its service positioning, but the cited filing does not supply
independent benchmarking or center-level outcomes. Management said it was using available
capacity in the existing network and expected FY2026 capital spending to remain below its
historical 10-15% of revenue range.

July’s year-over-year snapshot was more encouraging on tonnage, but did not settle the trend:
revenue per day increased 8.2%, LTL tons per day declined 1.0%, shipments per day declined
3.0%, and weight per shipment increased 2.0%. LTL revenue per hundredweight increased
9.3%, including 4.2% excluding fuel surcharge. One month can reflect mix and timing; it is not a
forecast of sustained recovery. [2]

The revised capital plan
The Q2 filing raised the estimated FY2026 plan by approximately $115 million. The original
annual report and revised quarterly filing describe these allocations:
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Exhibit 2. ODFL FY2026 capital expenditure estimates

Category Initial estimate in 2025 Form 10-K Revised estimate in Q2 2026 Form
10-Q

Service centers ~$125m ~$180m

Tractors and trailers ~$95m ~$155m

Technology and other ~$45m ~$45m

Total ~$265m ~$380m

Source: ODFL 2025 Form 10-K, Item 7, “Capital Expenditures”; ODFL Q2 2026 Form 10-Q,
“Capital Expenditures,” pp. 15-16. Both are management estimates for the fiscal year, not
project-level commitments. The initial estimate is shown as dated context; the revised estimate
is the cutoff-date baseline.

The Q2 filing separately reports first-half capital additions of $139.611 million and proceeds
from asset sales of $39.397 million, for $100.214 million of net capital expenditures. This
is a reported first-half net figure; it is not a remaining authorized budget. It should not be
subtracted from the approximately $380 million estimate to infer how much is unspent or
uncommitted. The filings do not provide a project-by-project bridge, commitments, construction
timing, or remaining authority.

ODFL’s reported segment note says the CEO, as chief operating decision maker, reviews
company-wide results and considers net income in capital-allocation decisions. Annual capital
expenditures and other growth preparation are generally priority uses before dividends,
repurchases, and acquisitions. This governance disclosure establishes a corporate allocation
context but does not reveal hurdle rates or how individual projects are approved. [2]

Competitors choose their own investment paths
XPO describes a strategy combining service quality, yield growth, cost efficiency, and network
investment. Its June 2026 investor presentation cited 299 centers and an average capital
expenditure target of 8-12% of revenue through 2027. XPO’s footprint, ownership mix, reporting
scope, and capital-spending definitions differ from ODFL’s. Its target shows that a major rival
presents investment as a strategic lever; it is not an apples-to-apples benchmark or evidence
that ODFL should match the ratio. [3]

What transportation research suggests-and cannot tell you
Operations-planning research on LTL networks describes how traffic density within a fixed
region may lower average costs by improving pickup/delivery, terminal handling, and linehaul
use. Related work cautions that expanding output and network size together does not yield a
single, unambiguous “return to scale.” These mechanisms make it useful to distinguish filling
existing facilities from enlarging the network. They do not estimate ODFL’s marginal savings or
identify where investment is needed. One foundational LTL model is available only at abstract
level in the research used for this case.

Research on trucking ownership and contracting offers a counterpoint to simple scale
arguments: high-powered incentives may help in some route settings, while integrated
ownership may protect specific service and asset investments in others. The underlying study is
qualitative, based mainly on two Spanish carriers, and differs from ODFL’s current U.S.
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operating context. It raises questions about service tasks and incentives; it does not prescribe
outsourcing or a different ownership model for ODFL. [4]

Choices for the capital-allocation team
1. Hold the revised estimate. Continue the approximately $380 million plan, emphasizing

service, fleet readiness, and the possibility that demand strengthens. This preserves
execution momentum and may avoid late capacity additions, but exposes the company to
fixed costs if weak tonnage persists.

2. Rephase or stage-gate projects. Maintain project preparation while releasing selected
spending against local demand, utilization, service, and lead-time thresholds. This may
preserve flexibility and improve learning, but delayed construction or equipment orders could
leave the network unprepared if conditions change.

3. Redirect selectively. Reassess the mix among service centers, tractors/trailers, and
technology/other, based on current operating evidence and replacement needs. This could
address the most valuable constraint, but public disclosures do not show where constraints,
returns, or commitments lie.

These approaches can be combined. Any recommendation should distinguish replacement from
growth spending, existing-network density from footprint expansion, and spending estimates
from cash spent or project authority. A decision rule should identify the local evidence needed,
who evaluates it, and what would trigger release, delay, or cancellation. Potential measures
include center and fleet utilization, shipment density and contribution by market, service and
claims trends, customer demand and lost business, labor availability, construction lead time,
and project economics. None is disclosed at the necessary local level.

Assignment
Recommend a course of action for the hypothetical capital-allocation team as of August 5,
2026. Explain:

• whether to hold, rephase/stage-gate, or redirect the revised FY2026 estimate;

• how to balance density, service quality, yield, replacement needs, and downside exposure;

• what local operating evidence and financial thresholds should govern project release;

• how to treat the Q2, first-half, and July signals without overreading any one period; and

• what information the team should request before making project-level decisions.

State assumptions. Keep reported facts, management explanations, academic mechanisms,
and your own inferences distinct. No specific funding choice is established by the public record.

Sources and cutoff
[1] Old Dominion Freight Line, Inc., 2025 Form 10-K, filed February 24, 2026, Items 1, 1A, 2,
and 7. SEC filing

[2] Old Dominion Freight Line, Inc., Q2 2026 Form 10-Q, filed August 5, 2026. SEC filing; SEC
acceptance header. The cutoff is the filing’s EDGAR acceptance at 4:02:53 p.m. ET.

[3] XPO, Inc., 2025 Form 10-K and June 2026 investor presentation. 2025 Form 10-K; investor
materials. Competitor claims and targets are attributed and not directly comparable.

https://www.sec.gov/Archives/edgar/data/878927/000087892726000007/odfl-20251231.htm
https://www.sec.gov/Archives/edgar/data/878927/000087892726000023/odfl-20260630.htm
https://www.sec.gov/Archives/edgar/data/878927/000087892726000023/0000878927-26-000023-index-headers.html
https://www.sec.gov/Archives/edgar/data/878927/000087892726000023/0000878927-26-000023-index-headers.html
https://investors.xpo.com/node/21531/html
https://investors.xpo.com/node/21906/html
https://investors.xpo.com/node/21906/html
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[4] Keaton, Mark H. (1993), “Are There Economies of Traffic Density in the Less-Than-Truckload
Motor Carrier Industry? An Operations Planning Analysis,” Transportation Research Part A 27(5),
343-358, DOI; Fernández, Alberto, Benito Arruñada, and Manuel González-Díez (2000),
“Quasi-Integration in Less-than-Truckload Trucking,” full working-paper version; Basso,
Leonardo J. and Sergio R. Jara-Díaz (2006), “Are Returns to Scale with Variable Network Size
Adequate for Transport Industry Structure Analysis?,” Transportation Science 40(3), 259-268,
DOI. Reading depth and transfer limitations are in the research source register.

https://doi.org/10.1016/0965-8564(93)90031-F
https://econ-papers.upf.edu/papers/292.pdf
https://doi.org/10.1287/trsc.1060.0154

