
Valuation Master Class

Let’s help Elon Musk 
take a deep dive into 
Twitter’s valuation



This information is for 
learning purposes only. 

***This is not 
investment advice or a 
recommendation.***



US$38 – 31 Jan 2022: Musk started buying 
Twitter shares

US$50 – 4 Apr: Musk announced that he 
acquired 9.2% for $2.64 billion, stock rose 
27% that day

US$51 – 5 Apr: Twitter invited Musk to 
board, Musk accepted

US$47 – 9 Apr: After realizing being on the 
board would stop him from going beyond a 
14.9% stake Musk refused

US$45 – 14 Apr: Musk offered to buy 
Twitter for US$43bn, or $54.20 per share. 
The board saw it as a hostile takeover.
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US$45 – 15 Apr: Twitter's board announced a 
"poison pill" strategy to block Musk takeover

US$47 – 20 Apr: Musk secured US$13bn 
loans and debt for Twitter; US$6.25bn bank 
loans and US$20bn cash from Musk; and 
US$7.1bn in equity from 19 investors

24 Apr: News reported Twitter was in final 
negotiations to accept Musk's offer, deal 
expected the next day

US$50 – 25 Apr: Twitter’s shares rose by 5%. 
Twitter's board accepted the offer for $44 
billion, and that Twitter would become a 
private company once the transaction is 
completed sometime in 2022
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US$46 – 11 May: News reported that the US 
SEC and FTC had opened investigations into 
events leading to the acquisition.

US$45 – 12 May: Twitter CEO, Parag Agrawal, 
dismissed Twitter General Manager Kayvon
Beykpour and revenue product lead Bruce 
Falck.

US$41 – 13 May: Musk said the deal was "on 
hold" following reports that 5% of Twitter's 
daily active users were spam accounts, 
causing Twitter shares to drop more than 
10%. Musk later clarified that he remained 
committed to the acquisition, and Agrawal 
stated that he expected the deal to close.

US$37 – 23 May
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6This is not investment advice and it’s not a recommendation. 20 May 2022Source: https://www.sec.gov

Let’s go to the latest annual report
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8This is not investment advice and it’s not a recommendation. 20 May 2022

Inside the annual report

 The Management’s Discussion 
and Analysis (MD&A) is a 
valuable section to get a brief 
overview of what the 
company is doing

 It also mentions the most 
recent developments in the 
company and industry

• Hence, it’s a great starting 
point to read



9This is not investment advice and it’s not a recommendation. 20 May 2022Source: https://www.sec.gov

First, you need to understand how Twitter makes money

Annual report: Page 47



10This is not investment advice and it’s not a recommendation. 20 May 2022

Revenue breakdown 2016 2017 2018 2019 2020 2021

Monetizable users (m) 105 115 126 152 192 217

Avg. revenue per user (US$) 21.4 18.3 20.8 19.7 16.7 20.8

Total advertising revenue (US$m) 2,248 2,110 2,617 2,993 3,207 4,506

Data and licensing revenue (US$m) 282 333 425 466 509 572

Total revenue 2,530 2,443 3,042 3,459 3,716 5,077

Revenue growth (3.4) 24.5 13.7 7.4 36.6

Source: https://www.sec.gov

Let’s do a revenue breakdown of Twitter together

Revenue =
Price x quantity



11This is not investment advice and it’s not a recommendation. 20 May 2022Source: https://www.sec.gov

Main driver of Twitter’s revenue is quantity

Annual report: Page 43

To increase 
revenue, Twitter 
needs to attract 

more users on its 
platform



12This is not investment advice and it’s not a recommendation. 20 May 2022

Revenue breakdown 2016 2017 2018 2019 2020 2021

Monetizable users (m) 105 115 126 152 192 217

Avg. revenue per user (US$) 21.4 18.3 20.8 19.7 16.7 20.8

Total advertising revenue (US$m) 2,248 2,110 2,617 2,993 3,207 4,506

Data and licensing revenue (US$m) 282 333 425 466 509 572

Total revenue 2,530 2,443 3,042 3,459 3,716 5,077

Revenue growth (3.4) 24.5 13.7 7.4 36.6

Source: https://www.sec.gov

Twitter doubled its monetizable users over the past 6 years

How good is Twitter at 
monetizing its users? Let’s 

look at the price component
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Revenue breakdown 2016 2017 2018 2019 2020 2021

Monetizable users (m) 105 115 126 152 192 217

Avg. revenue per user (US$) 21.4 18.3 20.8 19.7 16.7 20.8

Total advertising revenue (US$m) 2,248 2,110 2,617 2,993 3,207 4,506

Data and licensing revenue (US$m) 282 333 425 466 509 572

Total revenue 2,530 2,443 3,042 3,459 3,716 5,077

Revenue growth (3.4) 24.5 13.7 7.4 36.6

Source: https://www.sec.gov

Twitter had difficulties getting more money out of its users

As a comparison, Facebook 
generates US$40 per user per 

year, hence 2x Twitter



14This is not investment advice and it’s not a recommendation. 20 May 2022

Revenue breakdown 2016 2017 2018 2019 2020 2021

Monetizable users (m) 105 115 126 152 192 217

Avg. revenue per user (US$) 21.4 18.3 20.8 19.7 16.7 20.8

Total advertising revenue (US$m) 2,248 2,110 2,617 2,993 3,207 4,506

Data and licensing revenue (US$m) 282 333 425 466 509 572

Total revenue 2,530 2,443 3,042 3,459 3,716 5,077

Revenue growth (3.4) 24.5 13.7 7.4 36.6

Source: https://www.sec.gov

Twitter doubled its monetizable users over the past 6 years



15This is not investment advice and it’s not a recommendation. 20 May 2022Source: https://www.sec.gov

Start at the company’s website
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17This is not investment advice and it’s not a recommendation. 20 May 2022

Company disclosures: User breakdown

 Twitter users are mainly 
international

Monetizable Daily Active Users

Million 1Q21 1Q22 1Q21 1Q22 % Chg

US 37 40 18.8 17.3 6.5

International 160 189 81.2 82.7 18.1

Total 198 229 100.0 100.0 15.9

% of mDAU



18This is not investment advice and it’s not a recommendation. 20 May 2022

Company disclosures: Revenue breakdown by region

 Though 80% of users are 
international, they only 
contributed about 44% of 
revenue

 55% of revenue from US and 
this region is growing fastest

Revenue by geography

US$m 1Q21 1Q22 1Q21 1Q22 % Chg

US 556 672 53.7 55.9 20.7

Japan 170 180 16.4 15.0 5.6

Rest of the world 310 350 29.9 29.1 12.9

Total 1,036 1,201 100.0 100.0 15.9

% of revenue



19This is not investment advice and it’s not a recommendation. 20 May 2022

Company disclosures: Revenue breakdown by service

 Almost all revenue comes 
from advertising

Revenue by services

US$m 1Q21 1Q22 1Q21 1Q22 % Chg

Advertising services 899 1,107 86.8 92.2 23.1

Subscription & other 137 94 13.2 7.8 (31.4)

Total 1,036 1,201 100.0 100.0 15.9

% of revenue



20This is not investment advice and it’s not a recommendation. 20 May 2022Source: https://www.sec.gov

Twitter’s Schedule 14A from SEC.GOV 

It’s publicly 
available



21This is not investment advice and it’s not a recommendation. 20 May 2022Sources: A. Stotz Investment Research, company data

J.P. Morgan opinion on Twitter



22This is not investment advice and it’s not a recommendation. 20 May 2022Sources: A. Stotz Investment Research, company data

J.P. Morgan used three different methods to calculate the fair value

Public Trading 
Multiples

Selected 
Transaction 
Multiples

Discounted 
Cash Flow



23This is not investment advice and it’s not a recommendation. 20 May 2022Sources: A. Stotz Investment Research, company data

Method 1: Public Trading Multiples

Step 1: Identify “selected companies”



24This is not investment advice and it’s not a recommendation. 20 May 2022

Step 2: Apply Firm Value to EBITDA

Sources: A. Stotz Investment Research, company data

Method 1: Public Trading Multiples

A similar table as used by 
Goldman Sachs



25This is not investment advice and it’s not a recommendation. 20 May 2022

Revenue (US$bn) 2016 2017 2018 2019 2020 2021

TWTR 2.5 2.4 3.0 3.5 3.7 5.1

SNAP 0.4 0.8 1.2 1.7 2.5 4.1

PINS 0.3 0.5 0.8 1.1 1.7 2.6

FB 27.6 40.7 55.8 70.7 86.0 117.9

GOOGL 90.3 110.9 136.8 161.9 182.5 257.6

How comparable are they?



26This is not investment advice and it’s not a recommendation. 20 May 2022Sources: A. Stotz Investment Research, company data

Method 1: Public Trading Multiples

Step 2: Apply Firm Value to EBITDA



27This is not investment advice and it’s not a recommendation. 20 May 2022

JPM -

Assumptions and per share value Low High Avg. Low High Avg. GS

Estimated FV/EBITDA 2023E (x) 15.0 17.5 16.3 15.0 17.5 16.3 -

VALUE - Public trading multiples ($) 49.7 57.5 53.6 na na na na

FV/EBITDA LTM (x) 28.0 36.0 32.0 28.2 35.7 32.0 0.0

VALUE - Transaction multiples ($) 50.0 63.4 56.7 50.3 62.9 56.6 0.1

Discount rate  (%) 10.3 11.3 10.8 10.0 12.0 11.0 (0.3)

Terminal growth rate  (%) 6.0 7.0 6.5 5.6 9.0 7.3 (0.8)

VALUE - DCF (US$) 36.5 57.6 47.1 39.1 60.9 50.0 (3.0)

JP Morgan Goldman Sachs

Value – Based on public trading EV/EBITDA multiples



28This is not investment advice and it’s not a recommendation. 20 May 2022

JPM -

Assumptions and per share value Low High Avg. Low High Avg. GS

Estimated FV/EBITDA 2023E (x) 15.0 17.5 16.3 15.0 17.5 16.3 -

VALUE - Public trading multiples ($) 49.7 57.5 53.6 na na na na

FV/EBITDA LTM (x) 28.0 36.0 32.0 28.2 35.7 32.0 0.0

VALUE - Transaction multiples ($) 50.0 63.4 56.7 50.3 62.9 56.6 0.1

Discount rate  (%) 10.3 11.3 10.8 10.0 12.0 11.0 (0.3)

Terminal growth rate  (%) 6.0 7.0 6.5 5.6 9.0 7.3 (0.8)

VALUE - DCF (US$) 36.5 57.6 47.1 39.1 60.9 50.0 (3.0)

JP Morgan Goldman Sachs

Value – Based on public trading EV/EBITDA multiples



29This is not investment advice and it’s not a recommendation. 20 May 2022Sources: A. Stotz Investment Research, company data

J.P. Morgan used three different methods to calculate the fair value

Public Trading 
Multiples

Selected 
Transaction 
Multiples

Discounted 
Cash Flow

JPM: US$50-58
GS: Rather expensive



30This is not investment advice and it’s not a recommendation. 20 May 2022

EBIT (US$bn) 2016 2017 2018 2019 2020 2021

TWTR (0.4) 0.0 0.5 0.4 0.0 0.3

SNAP (0.5) (3.5) (1.3) (1.1) (0.9) (0.7)

PINS (0.2) (0.1) (0.1) (1.4) (0.1) 0.3

FB 12.4 20.2 24.9 29.0 32.7 46.8

GOOGL 23.7 28.9 32.6 35.9 41.2 78.7

Comparable companies: Three have no EBIT 

 The operating business is 
tough



31This is not investment advice and it’s not a recommendation. 20 May 2022Sources: A. Stotz Investment Research, company data

Method 2: Selected Transaction Multiples

Step 1: Identify similar past transactions



32This is not investment advice and it’s not a recommendation. 20 May 2022Sources: A. Stotz Investment Research, company data

Method 2: Selected Transaction Multiples

Step 2: Apply FV/EBITDA multiple to Twitter

Goldman Sachs: Selected Precedent analysis



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

JPM -

Assumptions and per share value Low High Avg. Low High Avg. GS

Estimated FV/EBITDA 2023E (x) 15.0 17.5 16.3 15.0 17.5 16.3 -

VALUE - Public trading multiples ($) 49.7 57.5 53.6 na na na na

FV/EBITDA LTM (x) 28.0 36.0 32.0 28.2 35.7 32.0 0.0

VALUE - Transaction multiples ($) 50.0 63.4 56.7 50.3 62.9 56.6 0.1

Discount rate  (%) 10.3 11.3 10.8 10.0 12.0 11.0 (0.3)

Terminal growth rate  (%) 6.0 7.0 6.5 5.6 9.0 7.3 (0.8)

VALUE - DCF (US$) 36.5 57.6 47.1 39.1 60.9 50.0 (3.0)

JP Morgan Goldman Sachs

Value – Based on public trading EV/EBITDA multiples



34This is not investment advice and it’s not a recommendation. 20 May 2022

JPM -

Assumptions and per share value Low High Avg. Low High Avg. GS

Estimated FV/EBITDA 2023E (x) 15.0 17.5 16.3 15.0 17.5 16.3 -

VALUE - Public trading multiples ($) 49.7 57.5 53.6 na na na na

FV/EBITDA LTM (x) 28.0 36.0 32.0 28.2 35.7 32.0 0.0

VALUE - Transaction multiples ($) 50.0 63.4 56.7 50.3 62.9 56.6 0.1

Discount rate  (%) 10.3 11.3 10.8 10.0 12.0 11.0 (0.3)

Terminal growth rate  (%) 6.0 7.0 6.5 5.6 9.0 7.3 (0.8)

VALUE - DCF (US$) 36.5 57.6 47.1 39.1 60.9 50.0 (3.0)

JP Morgan Goldman Sachs

Value – Based on public trading EV/EBITDA multiples

 It feels like two students in a 
classroom suspiciously getting 
the exact same answer



35This is not investment advice and it’s not a recommendation. 20 May 2022Sources: A. Stotz Investment Research, company data

J.P. Morgan used three different methods to calculate the fair value

Public Trading 
Multiples

Selected 
Transaction 
Multiples

Discounted 
Cash Flow

JPM: US$50-63
GS: US$50-63

JPM: US$49-58
GS: Rather expensive



36This is not investment advice and it’s not a recommendation. 20 May 2022

Profit (US$bn) 2016 2017 2018 2019 2020 2021

TWTR (0.5) (0.1) 1.2 1.5 (1.1) (0.2)

SNAP (0.5) (3.4) (1.3) (1.0) (0.9) (0.5)

PINS (0.2) (0.1) (0.1) (1.4) (0.1) 0.3

FB 10.2 15.9 22.1 18.5 29.1 39.4

GOOGL 19.5 12.7 30.7 34.3 40.3 76.0

Comparable companies: Three are loss making

 2018/9 Twitter made money

 2018 US$0.845bn Inc. tax 
benefit (Release of valuation 
allowance from Brazil)

 2019 Income tax benefit of 
US$1.2bn – Establishment of 
deferred tax assets from intra-
entity transfer of intangible 
assets



37This is not investment advice and it’s not a recommendation. 20 May 2022Sources: A. Stotz Investment Research, company data

Method 3: Discounted cash flow analysis

Step 1: Forecast free cash flows and determine exit multiple for terminal growth rate
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JPM -

Assumptions and per share value Low High Avg. Low High Avg. GS

Estimated FV/EBITDA 2023E (x) 15.0 17.5 16.3 15.0 17.5 16.3 -

VALUE - Public trading multiples ($) 49.7 57.5 53.6 na na na na

FV/EBITDA LTM (x) 28.0 36.0 32.0 28.2 35.7 32.0 0.0

VALUE - Transaction multiples ($) 50.0 63.4 56.7 50.3 62.9 56.6 0.1

Discount rate  (%) 10.3 11.3 10.8 10.0 12.0 11.0 (0.3)

Terminal growth rate  (%) 6.0 7.0 6.5 5.6 9.0 7.3 (0.8)

VALUE - DCF (US$) 36.5 57.6 47.1 39.1 60.9 50.0 (3.0)

JP Morgan Goldman Sachs

Value – Based on public trading EV/EBITDA multiples
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JPM -

Assumptions and per share value Low High Avg. Low High Avg. GS

Estimated FV/EBITDA 2023E (x) 15.0 17.5 16.3 15.0 17.5 16.3 -

VALUE - Public trading multiples ($) 49.7 57.5 53.6 na na na na

FV/EBITDA LTM (x) 28.0 36.0 32.0 28.2 35.7 32.0 0.0

VALUE - Transaction multiples ($) 50.0 63.4 56.7 50.3 62.9 56.6 0.1

Discount rate  (%) 10.3 11.3 10.8 10.0 12.0 11.0 (0.3)

Terminal growth rate  (%) 6.0 7.0 6.5 5.6 9.0 7.3 (0.8)

VALUE - DCF (US$) 36.5 57.6 47.1 39.1 60.9 50.0 (3.0)

JP Morgan Goldman Sachs

Value – Based on public trading EV/EBITDA multiples



40This is not investment advice and it’s not a recommendation. 20 May 2022Sources: A. Stotz Investment Research, company data

Method 3: Discounted cash flow analysis

Step 2: Add cash and equity investments to enterprise value + subtract debt to derive equity value
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Value – Based on public trading EV/EBITDA multiples

JPM -

Assumptions and per share value Low High Avg. Low High Avg. GS

Estimated FV/EBITDA 2023E (x) 15.0 17.5 16.3 15.0 17.5 16.3 -

VALUE - Public trading multiples ($) 49.7 57.5 53.6 na na na na

FV/EBITDA LTM (x) 28.0 36.0 32.0 28.2 35.7 32.0 0.0

VALUE - Transaction multiples ($) 50.0 63.4 56.7 50.3 62.9 56.6 0.1

Discount rate  (%) 10.3 11.3 10.8 10.0 12.0 11.0 (0.3)

Terminal growth rate  (%) 6.0 7.0 6.5 5.6 9.0 7.3 (0.8)

VALUE - DCF (US$) 36.5 57.6 47.1 39.1 60.9 50.0 (3.0)

JP Morgan Goldman Sachs



42This is not investment advice and it’s not a recommendation. 20 May 2022Sources: A. Stotz Investment Research, company data

J.P. Morgan used three different methods to calculate the fair value

Public Trading 
Multiples

Selected 
Transaction 
Multiples

Discounted 
Cash Flow

JPM: US$49-58
GS: Rather expensive

JPM: US$50-64
GS: US$50-63

JPM: US$37-58
GS: US$39-61
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Comparable companies: Free cash flow to the firm

 Negative FCF for Twitter, 
SNAP, and PINS

 Massively positive for FB and 
GOOGL

FCF to the firm (US$bn) 2016 2017 2018 2019 2020 2021

TWTR 0.5 (0.3) (0.2)

SNAP (1.6) (0.3) (0.8)

PINS 1.4 (1.5) (0.1)

FB 21.9 16.4 29.5

GOOGL 22.0 31.3 53.1



44This is not investment advice and it’s not a recommendation. 20 May 2022Source: https://s22.q4cdn.com

Let’s look at Twitter’s latest earnings announcement



45This is not investment advice and it’s not a recommendation. 20 May 2022

 “(…) there are a number of false or spam accounts in existence on 
our platform

 “We have performed an internal review of a sample of accounts 
and estimate that the average of false or spam accounts during 
the first quarter of 2022 represented fewer than 5% of our mDAU
during the quarter.”

Source: https://s22.q4cdn.com

False or spam accounts discussion from 1Q22 release



46This is not investment advice and it’s not a recommendation. 20 May 2022

 “In making this determination, we applied significant judgment, so our 
estimation of false or spam accounts may not accurately represent the 
actual number of such accounts, and the actual number of false or spam 
accounts could be higher than we have estimated.”

Source: https://s22.q4cdn.com

False or spam accounts discussion from 1Q22 release



47This is not investment advice and it’s not a recommendation. 20 May 2022Source: https://s22.q4cdn.com

Elon Musk’s estimate differs completely

Who is right? 
Twitter or Elon 

Musk?
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Compare fundamentals: Gross profit margin

 FB is gross profit margin 
champion, Twitter is third 
place

 Developing costs are low

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 weak at 
TWTR, disaster at SNAP and 
PINS

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
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Company disclosures: Expense breakdown

 Gross profit margin is strong, 
but Twitter’s operating costs 
are massive and eat up any 
opportunity for profit

Expense breakdown

US$m 1Q21 1Q22 1Q21 1Q22 % Chg

Sales and marketing 235 300 22.7 25.0 27.7

General and admin. 118 150 11.4 12.5 27.1

Total 353 450 34.1 37.5 27.5

% of revenue


