
Pinterest
Equity Research Division

Target Price: 56,80$
Current Price: 68,54$
Downside Potential: 17,12%

Recommendation: SELL
Investment Horizon: 1 Year
Vienna, 29th January 2021



- 2 - © WUTIS

§ BSc. (WU) – 5th Sem.

Viktoria
Weissova

Head of 
Equity Research

§ Task Distribution
§ Story Guideline

Oliver 
Gschwandtner

Associate

§ Financial Analysis
§ Valuation
§ Strategy

Lukas  
Likar

Analyst

§ Business Model
§ Risks

Michael 
Hacker

Analyst

§ Business Model
§ Management

Team Overview
Equity Research

Krisztina
Jakubec

Analyst

§ Valuation
§ Industry analysis
§ Competitors analysis

§ LL.B.. (WU) – 1st Sem. § MSc. (Uni W.) – 3rd Sem.• MSc. (WU) - 1st Sem.§ BSc. (WU) 



- 3 - © WUTIS

Agenda

Investment Thesis1 5

Business Overview2 6

Market & Industry Overview3 11

Financial Analysis4 17

Valuation5 19

Conclusion7 26

Risk Analysis6 23

Appendix8 28



- 4 - © WUTIS

 $-

 $10

 $20

 $30

 $40

 $50

 $60

 $70

 $80

Apr 
20

19

May 2
01

9

Ju
n 2

01
9

Ju
l 2

01
9

Aug
 20

19

Sep
 20

19

Oct 
20

19

Nov
 20

19

Dec
 20

19

Ja
n 2

02
0

Feb
 20

20

Mar 2
02

0

Apr 
20

20

May 2
02

0

Ju
n 2

02
0

Ju
l 2

02
0

Aug
 20

20

Sep
 20

20

Oct 
20

20

Nov
 20

20

Dec
 20

20

Ja
n 2

02
1

Share Price Performance
Pinterest stock has surged more than 270% over the year 2020

§ [1] August 1, 2019 (+16%) reported a sharp 
rise in revenue and improved average 
revenue per user in the U.S. and abroad 
during its second quarter

§ [2] November 1, 2019 ( -17% ) mixed third-
quarter 2019 results - consensus estimates 
predicting a loss of $0.04 per share on higher 
revenue of $281 million

§ [3] February - March 2019 ( -52% ) – COVID-
19 scare of drop in revenue from advertising

§ [4] July 31, 2019 (+36%) – Q2 earning report 
- revenue rose 4% year over year to $272.5 
million driven by a 39% year over year surge 
in the number of MAUs

§ [5] October 28, 2020 (+30%) - Q3 revenue 
increased 58% year over year to $442.6 
million

Share price – Major Events

[2]

[5]

[1]
[4]

[3]

Key Stats

§ 52 Week Range: 10,10 - 76.88

§ Volume: 17.567.338

§ Market Cap: 39,791B

§ Shares Outstanding: 510,86M

§ Beta: 1,42
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Fierce 
competition in 

online 
advertising

Prime market
is already
saturated

New use
cases to drive

value

Growing 
monthly 

active user 
base

Insiders are 
selling shares

Undiversified 
revenue 
streams

Investment Thesis
Fierce competition and easily replicable business model makes Pintrest discouraging

Pinterest is constantly coming out with new use cases to drive value for 
both users and businesses

Unlimited amount of competition from competitors like social media 
companies, search engines, and niche companies

Currently reaching saturation in their primary market (US) of revenue 
generation and monetization of international markets is slow

No diversification in terms of revenue streams, as only dependant on 
online advertisment

Company management recently involved in selling of Pinterest stock 
shortly before announcement of 2020 results

Constantly growing monthly active user base (CAGR 7,11%) mainly 
driven by international markets 

1

2

3

4

5

6
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Business Overview
Visual discovery platform still led by initial founders

Financials

Business Description

Source: Company data

Management Team

Ben Silbermann
§ Founder and CEO
§ Experience at Google

Todd Morgenfeld
§ CFO since 2016
§ Ex Twitter Executive

Waleed Ojeil
§ Head of Engineering
§ Joind in 2019
§ Ex Google Engineer

Christine Flores
§ General Counsel
§ Ex Google M&A 

Lawyer

Evan Sharp
§ Co-Founder
§ Chief Design and

Creative Officer

IPO in 2019, Stock is up
200%

Offices across the US, 
Europe, Brazil and Japan

2,200 employees in 
total

450 million active
users worldwide

Shareholder Structure

Jon Kaplan
§ Head of Sales since

2016
§ Ex Twitter

49%

14%

21%

8%

3%
3% 2%

Others

Founders

Free Float

Vanguard

Flossbach

Black Rock

Capital Research

In millions $US 2017 2018 2019 Q3 2020

Revenue 472,9 755,9 1.142,8 987,0

% growth 60% 51%

COGS 178,7 241,6 359,1 320,0

% margin 37,8% 31,9% 31,4% 31,8%

Gross Profit 294,2 514,3 783,9 666,7

% margin 62,2% 68,0% 68,6% 68%

Leverage 19,4% 19,6% 10,7% 7,8%

§ Pinterest is a San Francisco based visual discovery platform

§ Founded in 2010 by Ben Silbermann, Even Sharp and Paul Sciarra

§ Strong focus on the US market
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Business Model
Pinterest involves Pinners and Advertisers while revenue only stem from advertisers

Source: Company data  

Pinners Advertisers

Awareness: Charged for every 1.000 impressions (CPM)

Two key players for Pinterest operations How advertisers are attracted to Pinterest

Visual 
Experience

Simple 
Personalization

Empowering 
Environment

Value propositions for Pinners Top categories of interest looked up on Pinterest 

48%
47%

45%
45%

37%

Art
Food

Home & Garden
Health

Clothing

Survey with 2.500 US citizens, 18 years or older

Engagement: Charged for every engagement (CPE)

Website traffic: Charged for clicks to a website (CPC)

Pinterest focuses on 
visual discovery and 

search

Customize a 
“pinboard” for user-

specific content

Engage with users 
and advertisers to 

get inspired

§ Create „Pins“ – visual
recommendations

§ Use the service for
free

§ Share daily activities
e.g. cooking ideas or
wardrobe decisions

§ Advertise through
promoted „Pins“ or
promoted „Video Pins“ 
for free

§ Can choose from
different subscription
typeswardrobe decisions

§ Services include
targeting and
measurment tools
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United States International

Business Development
Pinterest gains international ground – but fails to monetize the new customers

Source: Company data, Statista

Audience – “Pinners”ARPU by region (average revenue by user) in $US 

MAU by region (monthly active users) in millions

§ Female
§ 40 Years old
§ Middle-class
§ Wealthy

Average “Pinner”

77%

14%
9%

Female

Male

Unspecified

Geographical distribution – Top 10 largest audiences

0

1

2

3

4

5

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

2016 2017 2018 2019 2020

International United States

CAGR US: 2,31%
CAGR Int.: 9,87%

29,6%
18,4%

18,0%

15,7%

26,6%

11,0%

13,1%

27,3%
18,2%

7,5%

United States

Germany

UK

France

Canada

Italy

Spain

Netherlands

Australia

Poland

User in % of total population

Total population

CAGR: 7,11%

CAGR: 9,92%

42% of US adult females use Pinterest
80% of US mothers use Pinterest
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Strategy
Pinterest's strategy is in line with their audience’s expectations

Advertising strategyStrategic priorities

Millennial search preferences for digital experience

Inspiration

Organization

Act

Awareness

Consideraton

Conversion

Pinner Advertiser

Focused on building a stronger international advertising 
platform through an activity-based sales funnel

Advertisement 
diversification

Pinterest 
shopping

§ Enable easy shopping from verified retailers
§ Convert Pinner engagement

Research & 
Development

§ Acquisition of talent & advertisers
§ Implementation of measurement and creative 

tools

Launch new features to 
§ Share content
§ Display advertisements

Source: Company data, Statista, eMarketer

62,2%

57,0%

36,8%

24,8%

61,7%

58,5%

28,6%

30,6%

Ability to search by image (visual search)

Shoppable content/click to purchase

AR (try before you buy)

Live chat/messaging (digital assistants)

Younger millennials (18-20) Older millennials (21-34)
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39,7

55,3

17,2
24,7

2020 2025 2020 2025

Mobile Desktop

Social Media Market
Despite high CAGR, social media advertising market is still small in Europe

Analysis of social media companies in terms of users Social media advertising market growth in billion $US per region

Social media advertising market growth in billion $US Market share of social media in terms of revenue from advertisement

Source: Statista

18%

14%

12%

9%8%

7%

6%
3%

2%

2%
18%

Facebook
Youtube
Whatsapp
FB Messenger
WeChat
Instagram
TikTok
Snapchat
Twitter
Pinterest
Other

97 663
110 628

119 517 126 702 133 057 138 412

2020 2021 2022 2023 2024 2025

Desktop Mobile
CAGR 7,2%

EuropeUS

CAGR 7,4%

CAGR 6,9%

Facebook

InstagramSnap

Twitter

Pinterest

Youtube

Tik Tok

Reddit

20%

40%

60%

80%

20% 40% 60% 80%

Fe
m

al
e 

U
se

rs
 %

Male Users %
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Peer Group Comparison
Targeting multiple segments but still facing fierce competition in each

Big players creating copycat version of PinterestPeer Group Segmentation

Pinterest has a high number of users (in millions) compared to its peers 

Social Media

Niche Competitors

Search Engines

Home design

Food

Art

Source: Team analysis

Public 
Instagram
Collection

Would allow users to 
organize their favourite, 
saved Instagram posts 
into groups and share 

them with others

Curation tool to collect 
content, text and images 

from web to “keens”, 
Google version of boards

Photo and video sharing 
app designed for 
documenting your 

personal projects and 
hobbies

*Rumor *Shut down

0
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Pinterest Snapchat Twitter Facebook

MAU's R&D R&D/User
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Industry specific metrics in the social media industry 
Decreasing metrics in the past quarters do not account for a promising market environment

Social media Clickthrough Rate (CTR) and growth

Social media advertising Cost-per-Mile (CPM) in $USExplanation of industry specific metrics

-40%
-30%
-20%
-10%
0%
10%
20%
30%
40%

0,0%

0,5%

1,0%

1,5%

2,0%

2,5%

3,0%

3,5%

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2017 2018 2019 2020

CTR CTR Quarter-to-Quarter Growth

Social media advertising Cost-per-Click (CPC) in $US

-30%

-20%

-10%

0%

10%

20%

30%

40%

0
0,1
0,2
0,3
0,4
0,5
0,6
0,7
0,8

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2017 2018 2019 2020

CPC CTC Quarter-to-Quarter Growth

§ All metrics are measuring the interaction of users with any content on 
diverse social media platforms

§ This performance is tracked in different ways:

Cost-per-Click 
(CPC)

Cost-per-Mile
(CPM)

Click-Through-Rate 
(CTR)

Advertiser pays a 
predefined price for 

every click

Costs of one thousand 
ad impressions

Relation of clicks on ad 
and ad impressions

CAGR 5,46%
CAGR 1,07%

Source: Team analysis
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Snapchat Pinterest Facebook Facebook Family

ARPU in the social media industry in $US

ARPU YoY growth for social media peers

Average Revenue Per User in the Social Media Industry
Besides phases of strong growth Pinterest can not properly catch up to its peers

Pinterest is not able 
to close the gap to its 
peers

-60%
-40%
-20%

0%
20%
40%
60%
80%

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

2015 2016 2017 2018 2019 2020
Snapchat Growth Pinterest Growth Facebook Growth

Facebook Family Growth Linear (Pinterest Growth) Linear (Facebook Family Growth)

Strong peer group 
offers various types 
of services

Pinterest is facing a 
constant if not 
slightly negative 
ARPU growth

Facebook Family in 
turn has a strongly 
increasing ARPU

Source: Company reports, Bloomberg
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Porter’s Five Forces
Major issues in every area except bargaining power of users

Concentrated number of advertisers

Uncomplicated to switch to competitors

Risk of trend riding (promoting on the most popular 

platform at the moment)

Diverse pool of advertisers

Replicable business model

Fast scalability and accessible market

Missing innovation to tie user

Established competitors

Huge competition for binding advertisers to one platform

Unique business model -> first mover advantage

Low entry barrier

Entrants attracted by market growth 

General oversaturation of social media sector

Only relevant factor is content demanded

Low switching costs

Individual pinboard

Bargaining power of buyers - MEDIUM

Threat of substitutes - HIGH Bargaining power of users - MEDIUM

Threat of new entrants - HIGH

Internal rivalry - HIGH

(-)
(-)

(-)

(-)
(-)

(-)

(+)

(-)
(-)

(+)

(-)
(-)

(+)

Source: Team analysis

(-)
(-)

(+)
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Financial metrics at a glance
Unprofitable company with an inexplicable huge amount of cash on its balance sheet

Share based compensation as a % of their R&D (in million $US)

Extremely high amount of cash and cash equivalents (in million $US) With growing revenue (in million $US) still unprofitable

Stable financials (in million $US) since its IPO

0%

10%

20%

30%

40%

50%

0

200

400

600

800

1 000

1 200

2018 2019 Q1 20 Q2 20 Q3 20
Cash and cash equivalents Marketable securities

Cash in % of assets Marketable securities in % of assets
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44%

33%
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54%
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Source: Company report
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Valuation
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DCF Analysis I
Optimistic operating assumptions leads to sell

§ Revenue CAGR ‘20 – ‘30 : 17,3%

§ LT Gross Margins of 75% (7% improvement over 10 years)

§ LT EBIT Margin of 25,0% 

§ LT SG&A and R&D expenses – 25% and 18% (industry average)

§ Monthly active users CAGR 15,7% internationally and 2% in USA

§ ARPU in 2030 0,91 USD (16% CAGR) internationally, 5,37 USD (3.5% 

CAGR) in USA driven by increase of users based on historical correlation

Operating assumptions Key top-line drivers
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2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Revenue Gross profit EBITDA EBIT NI FCF Number of users

Key forecasted financials in million $US
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DCF Analysis II
Variations in growth rate and WACC still imply overvaluation

Key Assumptions

Market Value vs. Intrinsic ValueEquity Bridge

Sensitivity Analysis: Value Driver Formula

WACC (6,57%):
Cost of Debt: 4,8%, Cost of Equity: 5,6%, LT D/E ratio: 
2,6%, Marginal Tax Rate: 21%

Terminal value assumptions:                                                       
LT Sustainable Growth: 4,31% based on ROIC
and Reinvestment Rate

Net Debt: 1,5 million USD
1,65 million of cash 
and ST investments, 0,15 million of total debt comprising of leases

WACC Growth rate 

3,91% 4,11% 4,31% 4,41% 4,51%

6,37% 54,04 58,16 63,08 65,91 69,05

6,47% 51,61 55,36 59,79 62,33 65,13

6,57% 49,37 52,79 56,80 59,09 61,60

6,67% 47,29 50,41 54,07 56,14 58,39

6,77% 45,36 48,23 51,56 53,43 55,48

.33,61
-.0,15

.1,65

.35,11

.0

.10

.20

.30

.40

.50

.60

.70

.80

Enterprise 
Value

Total Debt Cash and ST 
investments

Equity 
value

.68,54

-.12,92
.55,62

Market Value Upside Intrinsic Value
0

10

20

30

40

50

60

70

80
68,54

-12,92
55,62
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Comparable Company Analysis
Various multiples are in line with the sell recommendation

Football Field ChartCCA Summary

Valuation Statistics: EV/Sales EV/EBITDA EV/FCF EV/EBIT
Snap Inc 19,8x 123,6x 283,5x 161,6x
Yelp Inc 2,1x 11,2x 14,0x 220,4x
Facebook Inc 7,0x 14,2x 28,9x 20,3x
Twitter Inc 7,6x 24,6x 55,1x 41,2x
Kakao Corp 7,2x 37,9x 37,5x 49,8x
Naver Corp 8,4x 29,4x 45,7x 37,9x
Google 5,4x 14,9x 25,0x 24,6x
Yandex NV 4,8x 24,1x 64,5x 35,6x

Median 7,1x 24,3x 41,6x 39,6x
Pinterest Inc 16,0x 82,9x 108,6x 98,0x

0 x

50 x

100 x

150 x

200 x

250 x

300 x

Snap Inc Yelp Inc Facebook Inc Twitter Inc Kakao Corp Naver Corp Google Yandex NV Pinterest

EV/Sales EV/EBITDA EV/EBIT EV/FCF
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$14
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$52
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EV/Revenue EV/EBITDA EV/FCF EV/EBIT

Implied 
share 
price: 

$26,36
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Risk Analysis
Operational risk factors may affect the company’s future strategy

Impact

Pr
ob

ab
ili

ty

HighMediumLow

H
ig
h

M
ed
iu
m

Lo
w

M1

M2

L1

O1

O2

O3Inability to increase their monetization of 
international users and increase ARPUO3

Highly depended on only one revenue 
stream from advertisers

O1

Action by governments to restrict access to 
their serviceL1

Easily replicable offering and very low 
switching costs

O2

Core market (US) for revenue is already 
saturatedM2

Operations (O) – Market (M) – Legislation (L)

Competition for ad spending has never 
been tougherM1

Privacy concerns towards social media are 
on a steady riseM3

M3

Source: Team analysis



- 25 - © WUTIS

Catalysts
Next earnings call is potentially a large catalyst if expectations are not met

Influenced factor

Financials/Stock 
Price

Catalyst

Failure to meet 
analysts' expectations in 

Q4 2020

Estimated impact on share price

The magnitude of the drop is contingent on the degree of 
fulfillment of market expectation

Type

Hard

Future revenue 
generation in the 

EU
Future EU Data 
Protection laws

Legislative barriers can decelerate penetration to the 
international market creating even more obstacles in 
monetization of international users

Soft

Data ProtectionStricter regulations in the 
US

Biden administration is likely to review section 230 (liability of 
tech companies) and push liability requirements for data 
breaches

Hard

Revenue 
Generation

Further Covid-19 Situation
Due to increased liquidity needs advertisers might be 
more redundant to increase budget for marketing, which will 
affect short to long-tern revenue generation stream of 
Pinterest.

Soft

Source: Team analysis, Bloomberg
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Conclusion 
At the current stage Pinterest is overvalued both in terms of intrinsic and relative value

Source: Team analysis

Inability to monetize
international user
base

Saturation in 
home market

Unlimited 
amount of 
competitors

Current share
price does not 
reflect intrinsic
value

Current
Price
USD 68,54
as of January 29

Target Price
USD 56,80

- 17,12%
Downside
potential
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US social network ad spending in billions (2018-2022) Market Growth Drivers

Appendix: Industry Overview II
Social Media usage and ad spending will increase boosted by several factors

Internet penetration is rising
Esp. emerging markets are confronted with a steady rise in 
internet penetration (in 2005 – 17% globally, in 2019 – 54%)

COVID related digitalization boom
E-commerce and online advertising have been boosted by the 
COVID pandemic and skipped years of organic growth

Social commerce will continue to expand
Social commerce is on its way to become a mainstream retail 
channel on par with websites and offline stores

Increasing number of smartphone users
Smartphone usage and social media growth is correlated and 
therefor set to increase over the next years

Adoption of AI
AI already is a fundamental part of social media and its influence 
is further growing

Trends in cloud computing
Cloud provides the ability to outsource operational IT work to 
another company

Source: Statista, McKinsey, Deloitte, eMarketer
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2017 2018 2019 2020 2021F 2022F 2022F 2022F 2022F

Smartphone Users Social Media Users

CAGR 5,7%

Smartphone and social media user in billions (2017-2025)

28,85

36,22
40,34

48,94

56,85

34,0%
25,5%

11,4%
21,3%

16,2%
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Appendix: Social Media Platform Features
Pinterest has less features than most competitors

Direct 
Messages Live Video Photo 

Filters Stories
Public 

Follower 
Count

AR/Lenses TikTok-like 
video feed

User 
numbers in 

millions

Instagram ✓ ✓ ✓ ✓ ✓ ✓ ✓ 1.000

Facebook ✓ ✓ ✓ ✓ ✓ ✓ 2.449

Snapchat ✓ ✓ ✓ ✓ ✓ ✓ 250

Twitter ✓ ✓ ✓ ✓ ✓ 340

LinkedIn ✓ ✓ ✓ ✓ ✓ 500

Skype ✓ ✓ ✓ ✓ ✓ 300

TikTok ✓ ✓ ✓ ✓ ✓ 800

WhatsApp ✓ ✓ ✓ ✓ 1.600

Youtube ✓ ✓ ✓ ✓ 2.000

Pinterest ✓ ✓ ✓ ✓ 450

Reddit ✓ ✓ 430

Twitch ✓ ✓ 140

Source: Team analysis
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� Source: Team Analysis

Appendix: Pestle Analysis

Governmental barriers and political action on online data

HighMediumLow

External factors may threat Pinterest’s future performance if left out of sight

LowMediumHigh

Impact

P

E

S

T

L

E

Slower online marketing growth 
due to recession

Loss of quality resulting from data breaches affecting 
millions of users

Diversification of online retail firms and 
increasing number of social media companies

Increased regulations regarding data protection and 
content filtering

Severe weather 
conditions could force 
a server re-allocation

Political movements in favor of 
globalization and internet 

freedom

Rapid economic growth of developing 
countries and increasing internet 

penetration

Increasing preference for high quality 
services and buying online

Expanding service through new technologies with the 
help of big data

New framework of legal 
protection based on 

improving patent laws 

Increasing emphasis on business 
sustainability

Source: Team analysis
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Appendix: Valuation I
DCF-Valuation
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Appendix: Valuation I
WACC & Sensitivity Analysis



- 34 - © WUTIS

Appendix: Valuation I
Revenue Forecast
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Appendix: Valuation I
Overview of Drivers: Revenue, MAU‘s, ARPU
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Appendix: Valuation I
Beta Calculation
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Appendix: Three Statement Model
P&L Forecast



- 38 - © WUTIS

Appendix: Valuation II
Comparable Companies Analysis
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