
Valuation Master Class

Is Snapchat’s crash 
symbolic of the social 
media fall?



Valuation Master Class

What’s interesting 
about Snapchat is that its 
share price is 82% below 
its Oct ‘21 all-time high



This information is for 
learning purposes only. 

***This is not 
investment advice or a 
recommendation.***
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The rise and fall of Snapchat’s share price

 During the pandemic, 
Snapchat’s share price 
surged to US$83

 However, subsequent 
earnings releases were very 
disappointing and brought 
the price back to pre-
pandemic levels
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Let’s go to the latest annual report
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First, you need to understand the underlying drivers

Annual report: 
Page 48
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What are internal revenue drivers?

Revenue = Quantity x Price

Quantity-driven

Add outlets, capacity, staff

Expand to other regions

Enter new line of business 

Take over competitor

Price-driven

Charge a higher price

Shift to higher profit margin products
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What possibilities does Snapchat have to increase revenue?

Revenue = Quantity x Price

Quantity-driven

Add outlets, capacity, staff

Expand to other regions

Enter new line of business 

Take over competitor

Price-driven

Charge a higher price

Shift to higher profit margin products

Snapchat

Increase number of daily active users (DAU)
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Snapchat was able to rapidly increase its users over time

Annual report: 
Page 49
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North America and Europe start maturing, Asia drives growth

Annual report: 
Page 49
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Internal revenue drivers

Revenue = Quantity x Price

Quantity-driven

Add outlets, capacity, staff

Expand to other regions

Enter new line of business 

Take over competitor

Price-driven

Charge a higher price

Shift to higher profit margin products

Snapchat

Increase number of daily active users (DAU)

Snapchat

Increase average revenue per user (ARPU)
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Snapchat has still difficulties monetizing its users

Annual report: 
Page 50
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Though, it makes some progress in the US

Annual report: 
Page 50
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From the annual report, we extract the data for quantity and price

Daily active users 2019 2020 2021 2022E 2023E 2024E

North America 83.3 90.0 95.3

Europe 64.3 71.8 79.3

Rest of world 57.5 83.5 125

Global 205 245 300

ARPU (yearly) 2019 2020 2021 2022E 2023E 2024E

North America 12.8 18.3 30.1

Europe 4.7 5.9 8.3

Rest of world 6.0 5.2 4.7

Global 8.4 10.2 13.7

Revenue 2019 2020 2021 2022E 2023E 2024E

North America 1,068 1,650 2,871

Europe 300 425 660

Rest of world 348 431 585

Global 1,716 2,507 4,117 - - -

Quantity

Price

x
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Revenue is automatically calculated by simple multiplication

Daily active users 2019 2020 2021 2022E 2023E 2024E

North America 83.3 90.0 95.3

Europe 64.3 71.8 79.3

Rest of world 57.5 83.5 125

Global 205 245 300

ARPU (yearly) 2019 2020 2021 2022E 2023E 2024E

North America 12.8 18.3 30.1

Europe 4.7 5.9 8.3

Rest of world 6.0 5.2 4.7

Global 8.4 10.2 13.7

Revenue 2019 2020 2021 2022E 2023E 2024E

North America 1,068 1,650 2,871

Europe 300 425 660

Rest of world 348 431 585

Global 1,716 2,507 4,117 - - -

Revenue



17This is not investment advice and it’s not a recommendation. 20 May 2022

Now, we have our framework for forecasting revenue

Daily active users 2019 2020 2021 2022E 2023E 2024E

North America 83.3 90.0 95.3

Europe 64.3 71.8 79.3

Rest of world 57.5 83.5 125

Global 205 245 300

ARPU (yearly) 2019 2020 2021 2022E 2023E 2024E

North America 12.8 18.3 30.1

Europe 4.7 5.9 8.3

Rest of world 6.0 5.2 4.7

Global 8.4 10.2 13.7

Revenue 2019 2020 2021 2022E 2023E 2024E

North America 1,068 1,650 2,871

Europe 300 425 660

Rest of world 348 431 585

Global 1,716 2,507 4,117 - - -
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Next, we want to understand the latest business developments
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Snapchat sees a massive opportunity to expand

 It estimates the total 
addressable market to be 
the number of global 
smartphone users

• That’s why the penetration 
rate looks rather small and 
there seems to be a massive 
potential

• But…
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The relevant market is mainly just young generation

 Snapchat considers the 
population between 13 and 
34 years as its most 
important market
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Penetration is already high for the main target group

 In developed markets, the 
penetration rate is close to 
maximum

 This means that growing 
quantity (number of users) 
likely must come from 
emerging markets, in 
particular, Asia
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Daily active users 2019 2020 2021 2022E 2023E 2024E

North America 83.3 90.0 95.3 98.1 101 104

Europe 64.3 71.8 79.3 81.6 84.1 86.6

Rest of world 57.5 83.5 125 135 149 164

Global 205 245 300 315 334 354

ARPU (yearly) 2019 2020 2021 2022E 2023E 2024E

North America 12.8 18.3 30.1

Europe 4.7 5.9 8.3

Rest of world 6.0 5.2 4.7

Global 8.4 10.2 13.7

Revenue 2019 2020 2021 2022E 2023E 2024E

North America 1,068 1,650 2,871

Europe 300 425 660

Rest of world 348 431 585

Global 1,716 2,507 4,117

Low growth for US and Europe, higher growth for rest of the world

Up 31% from 
2021
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Daily active users 2019 2020 2021 2022E 2023E 2024E

North America 83.3 90.0 95.3 98.1 101 104

Europe 64.3 71.8 79.3 81.6 84.1 86.6

Rest of world 57.5 83.5 125 135 149 164

Global 205 245 300 315 334 354

ARPU (yearly) 2019 2020 2021 2022E 2023E 2024E

North America 12.8 18.3 30.1

Europe 4.7 5.9 8.3

Rest of world 6.0 5.2 4.7

Global 8.4 10.2 13.7

Revenue 2019 2020 2021 2022E 2023E 2024E

North America 1,068 1,650 2,871

Europe 300 425 660

Rest of world 348 431 585

Global 1,716 2,507 4,117

Now, we forecast the price component
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How good is Snapchat in monetizing its users?

US$40

Average revenue per user

US$20 US$14
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The US market seems to be the easiest one to monetize

 The North American market is 
priority No. 1 for Snapchat

 While it has 3x more daily 
active users than Twitter in 
the US, it generates less than 
half of revenue per user
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Daily active users 2019 2020 2021 2022E 2023E 2024E

North America 83.3 90.0 95.3 98.1 101 104

Europe 64.3 71.8 79.3 81.6 84.1 86.6

Rest of world 57.5 83.5 125 135 149 164

Global 205 245 300 315 334 354

ARPU (yearly) 2019 2020 2021 2022E 2023E 2024E

North America 12.8 18.3 30.1 38.0 50.0 60.0

Europe 4.7 5.9 8.3 10.0 14.0 20.0

Rest of world 6.0 5.2 4.7 5.0 7.0 9.0

Global 8.4 10.2 13.7 16.6 21.8 26.7

Revenue 2019 2020 2021 2022E 2023E 2024E

North America 1,068 1,650 2,871

Europe 300 425 660

Rest of world 348 431 585

Global 1,716 2,507 4,117

Monetization could converge closer to Twitter’s results
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Revenue is calculated automatically; forecast is complete

Daily active users 2019 2020 2021 2022E 2023E 2024E

North America 83.3 90.0 95.3 98.1 101 104

Europe 64.3 71.8 79.3 81.6 84.1 86.6

Rest of world 57.5 83.5 125 135 149 164

Global 205 245 300 315 334 354

ARPU (yearly) 2019 2020 2021 2022E 2023E 2024E

North America 12.8 18.3 30.1 38.0 50.0 60.0

Europe 4.7 5.9 8.3 10.0 14.0 20.0

Rest of world 6.0 5.2 4.7 5.0 7.0 9.0

Global 8.4 10.2 13.7 16.6 21.8 26.7

Revenue 2019 2020 2021 2022E 2023E 2024E

North America 1,068 1,650 2,871 3,728 5,053 6,245

Europe 300 425 660 816 1,177 1,732

Rest of world 348 431 585 676 1,042 1,473

Global 1,716 2,507 4,117 5,221 7,271 9,450
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Let’s take a look at the recent filings
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What is an 8-K filing?
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What is an 8-K filing?
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One sentence has driven stock market sentiment
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 A company always has more information than any investor

• The company did not provide any guidance on how bad the impact actually is 

 The only thing we can take away from the company’s statement is to 
reconsider our revenue drivers

 But if we take a look at Snapchat’s fundamentals, the market 
correction was just a question of time…

In fact, we are not that smarter than before



33This is not investment advice and it’s not a recommendation. 20 May 2022

Compare fundamentals: Gross profit margin

 FB is gross profit margin 
champion, Snapchat is worse 
than Pinterest

Gross profit margin (%) 2016 2017 2018 2019 2020 2021

TWTR 64.8 68.3 67.1 63.2 64.6

SNAP 13.0 32.3 47.8 52.8 57.5

PINS 62.2 68.0 68.6 73.5 79.5

FB 86.6 83.2 81.9 80.6 80.8

GOOGL 58.9 56.5 55.6 53.6 56.9
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Compare fundamentals: EBIT margin

 FB is EBIT margin champion, 
GOOGL is second place

 Operating business is a 
disaster at Snapchat

EBIT margin (%) 2016 2017 2018 2019 2020 2021

TWTR 1.6 14.9 10.6 0.7 5.4

SNAP (422.5) (107.5) (64.3) (34.4) (17.1)

PINS (29.2) (9.9) (121.5) (3.1) 12.7

FB 49.7 44.6 41.0 38.0 39.6

GOOGL 26.1 23.8 22.2 22.6 30.6
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Compare fundamentals: Net margin

 SNAP has never made a profit, 
Twitter only in 2018 and 2019 
because of tax adjustments

 FB and GOOGL are killing it

Net margin (%) 2016 2017 2018 2019 2020 2021

TWTR (4.4) 39.6 42.4 (30.6) (4.4)

SNAP (417.6) (106.4) (60.3) (37.7) (11.9)

PINS (27.5) (8.3) (119.1) (7.6) 12.3

FB 39.2 39.6 26.1 33.9 33.4

GOOGL 11.4 22.5 21.2 22.1 29.5
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Compare fundamentals: Free cash flow to the firm

 SNAP is bleeding

 Twitter’s return to investors 
has been tiny

 FB and GOOGL are massive 
value generators

ROIC (%) 2016 2017 2018 2019 2020 2021

TWTR 8.0 0.6 6.0

SNAP (40.9) (41.4) (36.8)

PINS 8.0 0.6 6.0

FB 54.2 50.5 59.2

GOOGL 33.6 36.4 59.5


