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Investment Narrative

$525.9BMarket Cap

$202.84Last Close

$88.09 - $236.8652 Week Range

23.5%5 Year Rev CAGR

28.8%EBIT Margin

Investment Thesis

1. Zuck’s "Year of Efficiency" refocuses the business on prioritizing 
profitability: headcount rationalization, reducing data center 
spending, and revising capital structures are paramount

2. Increased investments into Reels and proprietary AI capabilities 
with the aim of more effective ad delivery: drives top-line

3. The market's perception of TikTok and IDFA  as a significant threat 
to Meta is misunderstood: the Meta user base & time spent has 
consistently increased and offers a more valuable audience than 
ever
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Reality Labs

3% of Revenue 

Sales of AR/VR 
hardware, software 

and content

Former 
Oculus 

(VR)

New 
Businesses 

(TBC)

Family of Apps

97% of Revenue

Businesses bid on ads 

Meta facilitates ad 
placements

Users interact with ads

Company Overview

A Market Leader in Advertising with 3.7 Billion Monthly Active Users

Timeline of How Meta Created a Social Media Conglomerate with Unprecedented Scale

A Family of Apps Used by Half the World’s Population Revenue from a Global User Base

2016 2017 2018 2019 2020 2021 2022

Revenue by Region ($ Billions)

Rest of World Asia-Pacific Europe United States and Canada

$ 27,638
$ 40,653

$ 55,838 
$ 70,697 

$ 85,965 

$ 117,929 $  116,609

Introduction of FB 
News Feed

2007 2011 2015 2019 2023

Facebook is 
founded 

Pivot from 
Desktop to Mobile

Launch of 
Facebook 

Messenger

Acquires 
WhatsApp for 

$19B

Unveils Meta 
Rebrand

2nd Layoff of 
10,000 Employees

Acquires 
Instagram for $1B

Completes $104B 
IPO

Acquires Oculus 
for $2B

1st Layoff of 
11,000 Employees

2004
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Industry Overview

(1) eMarketer (2) Revealbot (3) Wordstream (4) Statista

Digital Advertising Breakdown
Resilient Duopoly

IDFA: from Opt-Out to Opt-In
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Digital Ad Market Share1

Pre-iOS 14.5: April 2021 Update

Purchases and app 
use are tracked

Data is stored to 
improve ad targeting

User clicks ad on 
Instagram/Facebook

Post-iOS 14.5

App use tracking 
Blocked

Without data tracking, 
targeting worsens 

causing ad prices to drop

User clicks ad on 
Instagram/Facebook

Not All Ads Are Created Equal
Search Ads

Centered Around Current 
Search

Elevated Cost-per-Click

Primarily Uses 1st Party 
Data 

Advertisers Continue to Rely on Social Media

Worldwide Social Network Ad Spend4

Display Ads

Centered Around Targeting 
Algorithm & User Data

Uses Both 1st & 3rd Party 
Data

Focused on Awareness, 
Engagement and Sales
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35,587

87,314

65,964
72,725

2018 2019 2020 2021 Sep-22 Nov-22 2023E 2024E 2025E 2026E

The Year of Efficiency – Reducing Headcount and Operating 
Expenses

Meta’s Problems are Self-Inflicted, and Zuckerberg is Turning the Ship Around…
Including Significant Headcount Reduction

Will Drive Margins Higher, Closer to Historical LevelsCombined with AI/ML and Efficiency Improvements

New data center architecture drives lower CapEx 
growth and higher efficiency

Scaling of on-site conversions such as Click-to-
Message, Lead Ads and Shop Ads will help bring 
incremental demand onto Meta’s platforms

Flattened OpEx After Years of Runaway Spending

$0B

$20B

$40B

$60B

$80B

2018 2019 2020 2021 2022 2023E 2024E

Meta Operating Expenses

Marketing and Sales R&D G&A Stock-Based Comp Restructuring Expenses

0%

10%

20%
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40%

50%

2018 2020 2022 2024E 2026E

Operating Margin LFCF Margin

Reevaluating and extending the useful life of 
depreciable servers to drive down D&A expenses

Meta Employee Count
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Display Advertising Dollars favor Meta’s Platform

CPMs will flow into the highest ROI channels

In an ATT world, AI can Widen Meta’s Moat2

Gradual Shift from Traditional -> Digital1

Self-Optimizing 

58%

60%

62%

64%

66%

68%

70%

72%

74%

$0

$300
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$900
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(1) eMarketer 

Meta continues to 
invest and improve 

offering

Better Targeting 
and More 

Engagement = more 
Conversions

Ad Dollars follow 
Engagement and 

ROAS

Advertisers willing 
to pay higher CPMs

Digital Ad RevenueMarket Share

Traditional Funnel

Awareness

Consideration

Conversion

Action

Digital Funnel

Impression

Action

Audience: 3.7B

Ad load: churn

Click-through Rate

The Best platform can become 
Better:

2

450

375

1,318

2,963

Twitter

Snapchat

Instagram

Facebook

1 Post-IDFA: First Party Data is Key – MAUs

• Reels

• Advantage+

• Black Box Approach

3
Cutting Edge AI Applications

(in mm)



6
(1) Meta, Snap Company Filings, (2) eMarketer, Meta Company Filings, Morgan Stanley Research (3) Digital Information World, UBS Global Investment Research (4) Metricool (5)  
SocialInsider
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TikTok Reels

0x

2x

4x
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Up to 500 500-2k 2k-10k 10k-50k >50k
Reels Posts

0M
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Facebook Reels Instagram Reels TikTok Combined
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1,600M

2015 2016 2017 2018 2019

Snapchat Instagram Stories WhatsApp Status
Facebook Stories Combined

The Reel Deel – Advertising on Reels

Like Stories, Meta has Successfully Cloned and Commoditized Short-Form Video
TikTok User Growth has Deaccelerated2

Most Advertisers Already Use Meta3

Meta’s Scale Has Allowed it to Neutralize Competitors1

Advertisers on Reels 
partnering with users 
with smaller audience 
to precisely target local 
users 
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100%

Facebook FB Reels Instagram IG Reels

Percentage of Worldwide B2C 
Marketers Advertising on Meta

Reels’ Algorithm Promotes a Higher Reach4 And Has a Structurally Higher Watch %5

Reels vs Posts Reach on Instagram Watch Rate by Number of Followers

Short-Form Video DAUsStories DAUs
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Meta Changes 
Reels Algorithm

The Reel Deel – Closing the Monetization Gap

(1) Meta Company Filings, UBS Global Investment Research (2) Meta Company Filings, Morgan Stanley Research  

Monetization Shifting from Headwind to Tailwind as Reels Gains on TikTok

Which Will Close the Monetization Gap by EOY 20232

And Reels is Clawing Time Back From TikTok

$0B

$1B

$2B

$3B

Instagram Reels Revenue Facebook Reels Revenue

$152M

$2.8B
Every 10% Reduction in the Time Spent Gap Between Instagram and TikTok Yields 

a 1.4% Tailwind to 2023 Total Revenue Growth

58 minutes’22 Avg Time Spent – Tiktok

40 minutes’22 Avg Time Spent – Instagram

46%Tiktok Time Spent Premium %

18 minutesTiktok Time Spent Premium – Minutes

What if Instagram Closes the Time Spent Gap by 10%

4.6%(+) YoY Growth in IG Time Spent

$35’22 Instagram Revenue

$37’23 Instagram Revenue

1.4%’23 IG Rev Tailwind to Total Revenue Growth

Reels Will No Longer Depress Combined ARPU1

Adding Additional Revenue Growth for Reels

Average # of Minutes Premium/(Discount) Spent on 
Instagram vs TikTok

March 2022 March 2023 EOY 2023

12%

% Cannibalization of 
Newsfeed and Story 

Revenue

6%

% Cannibalization of 
Newsfeed and Story 

Revenue

=

Parity with Newsfeed 
and Story Revenue

+10% Engagement on 
Platforms

Reels Views up 100%+ 
YoY, Resharing up 

100%+ in past 6 
Months 

Incremental 
Engagement & 

Revenue Continues to 
Increase
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A Misunderstood TikTok Threat

Meta has Not “Lost” to TikTok

While also Winning the Monetization Battle

TikTok Does Not Threaten Meta’s Value Proposition Meta is not Losing Users to TikTok

Creating an Outsized Effect in CPMs and Users
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2019 2020 2021 2022 2023

US Ad Spend Per Hour

Instagram Facebook Snapchat Tiktok

Facebook TikTok

Aims to virtualize 
social connections

Main goal is 
entertainment
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14

TikTok CPM Instagram
CPM

Facebook
CPM

Allows you to stay 
in touch with 

people

Focus is not on 
viral content and 

influencers

Integral part of 
people’s social 

capital

Little value outside 
of search and short 

form content
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Our View on the Metaverse

A Call Option With Low Risk and a Potentially High Reward

With a Bear-Case Approach to Spending1

Why Meta Cares So Much Product Roadmap

Even With the Metaverse Tax2

 $-

 $3,000

 $6,000

 $9,000

 $12,000

1Q 2Q 3Q 4Q

2019 2022 2023 2024

Access and data 
are completely 

dictated by Apple

Owned by Meta 
creating platform 

control

21 Data Centers Across the World

???

2014
Meta Acquires 

Oculus for 
$2bn

2019
Oculus Quest 

Released

2020
Quest 2 is 
released 

selling 7x more 
than Quest 1

2022
Quest Pro 2 

Launches for 
$1,000

2023
Successor to 

Quest 2 
Expected

2027
Meta expects 
full AR glasses 

release

(1) TME Research (2) Visible Alpha Consensus

Still a Great Business led by 
FoA That Can Support a High 

FCF Margin
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Valuation

DCF Walkdown Product Roadmap

5x

10x

15x

20x

25x

2017 2018 2019 2020 2021 2022 Today

Meta Google Amazon Apple

Recommendation: Buy
Price Target: $285.46

Upside: 41%
Weight: 2.5%

Historical Multiple Range and Comps

41% Upside From a Blended DCF Valuation
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Appendix

Pitch Appendix
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Appendix - TikTok Ban (1/2)

Tik Tok faces legislative headwinds

"It's very concerning that the CEO of TikTok 
can't be honest and admit what we already 

know to be true — China has access to TikTok 
user data.“ -House Speaker Kevin McCarthy 

Current Bans The Data Act

Restrict Act Surfacing views on Tik Tok’s operations

• India: banned the app in 2020

• US: banned on government phones

• UK: banned on government phones

• Canada: banned on government phones

• EU: banned from all employee devices

• Afghanistan: banned nationally 

• Proposes an amendment to the IEEPA to ban the 
import/export of "sensitive personal data" from China

• The bill uses the Treasury Department's recent regulations 
on defining "sensitive data" under FIRRMA to define 
"sensitive personal data".

• The proposed amendment raises complicated domestic and 
foreign policy questions and could impact national security 
in not just a narrow, tech-focused sense.

Legislators

(1) CBS News Poll

• Proposing to give the Biden administration new 
power to restrict or ban technology from China 
and five other countries deemed U.S. adversaries

• The bill seeks to establish an "overarching 
framework to evaluate foreign technology 
threats."

• Allows for a spectrum of responses to security 
risks and not just prohibiting covered 
transactions.

Your platform should be banned”
- Rep. Cathy McMorris Rodgers
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TikTok Ban – Polling Data

(1) CBS News / YouGov, March 20-22, 2023 

The Majority of Americans Want to Ban TikTok

22%

22%

56%

0% 20% 40% 60%

Not Sure

No

Yes

Are TikTok’s Ties to China a 
National Security Risk?

39%

61%

0% 20% 40% 60% 80%

Oppose

Favor

Should the U.S. Government 
Ban TikTok?

4%

13%

35%

48%

0% 20% 40% 60%

Not at All Concerned

Not Very Concerned

Somewhat Concerned

Very Concerned

Foreign Influence on U.S via 
Social Media?

83%

65%

55%

39%

0% 20% 40% 60% 80% 100%

Age 65+

Age 45-64

Age 30-44

Age 18-29

Favor a Ban on TikTok?
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Appendix

WhatsApp is massively under-monetized

Majority of World uses WhatsApp

Current Under-Monetization Monetization Path Forward

While it is unlikely that Meta will introduce direct ads to 
WhatsApp, they could easily:

User Count

99% 97% 95%
88% 87% 87%

Brazil India Nigeria Turkey Indonesia Mexico

WhatsApp Penetration in Major Markets

1 “Ads that click to WhatsApp” – Customers can move 
from an ad on FB to a WA with the seller in one click

2 Add premium subscription model

3 WeChat-like: In-app end-to-end solutions (Already 
introduced in Brazil and India)

(1)

$1.3 billion
users

$19 billion
in revenue

ARPU: $14.62

$2.3 billion
users

$906 million
in revenue

ARPU: $0.39

(in mm)
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Appendix

D&A Variance Explanation
Capex Spend Leading Up 2026 D&A Walkthrough

Vast Majority of Current Capex Focuses on Networking 
Component of Data Centers

Assuming Managements 5yr timeline on a conservative estimate 
of half of capex gives us 15bn of D&A in 2026

 $-

 $5,000

 $10,000

 $15,000

 $20,000

 $25,000

 $30,000

 $35,000

2021 2022 2023 2024 2025 2026

Waterfall Explanation

Number Would be before any other intangible amortization, 
buildings, or shell expenses as well
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Appendix

Comps and Multiple Justification
Historical EV/NTM EBITDA Historical EV/NTM FCF
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Meta Google Amazon Apple

10x Multiple Justification

Able to 
successfully 

move out of AI 
capex D&A Cycle

New AI  
Probabilistic 
Models and 
SDKs/SKaD

Network 4 allow 
them to get 
around IDFA

Successfully 
Monetize reels at 

a rate close to 
feed – mitigate 
execution risk

Remain in a net 
cash position 
creating no 

leverage risk with 
a low 30s FCF 

Generation 
Ability coupled 

with share 
buybacks

With a better 
reels product, 

steal some short 
form content 
market share 

that is currently 
dominated by 

TikTok
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Appendix 

User Metrics
Expense outlook 12% vs 3Q earnings
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Appendix 

Ad Campaigns
How Ad Campaigns on FB Work
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Appendix 

Return Metrics
Expense outlook 12% vs 3Q earnings
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Appendix

Call Option #1 – Abandoning Reality Labs  

The Metaverse is Not Accretive to Shareholder Value…

2274 2159 2293 2637

-10193
-13717 -15524

-17962
20,000.00

15,000.00

10,000.00

5,000.00

0.00

5,000.00

2021 2022 2023 2024

Reality Labs Revenue Reality Labs Net Loss

Mentions of “Metaverse” on Meta’s 4Q 2021 Earnings Call: 15
Mention of “Efficiency” on Meta’s 4Q 2023 Earnings Call: 25

Is Meta Pivoting Away from the Metaverse?

“Our single largest investment is in advancing AI and building it 
into every one of our products” – Mark Zuckerberg, 03/12/23
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Appendix

Investment in AI buildout cost  | In-app ads 

15.10 15.12

18.57

31.19 31.59

2019 2020 2021 2022 2023E

Meta CapEx ($B)


