
September 07, 2024

Meta Platforms, Inc. (META)

Analyst Report: Meta Platforms, Inc. (META)

Meta Platforms, Inc. is a company in transition, navigating a maturing social media landscape while investing
heavily in AI and the metaverse, facing both significant opportunities and risks.

SUMMARY DATA (ANNUAL)

52-Week High $544.23

52-Week Low $279.40

Shares 2,574

EPS 15.19

Dividend 0

Revenue 134,902

Cost of Revenue 25,959

Gross Profit 108,943

EBIT 47,428

OUTLOOK

Meta's outlook for the next six months is
mixed. The company's core advertising
business is expected to face continued
headwinds from macroeconomic uncertainty,
competitive pressures, and the impact of
privacy regulations. While Meta's investments
in AI and Reels are showing promise in
improving engagement and monetization,
their impact may not be sufficient to offset
these challenges in the near term. The Reality
Labs segment, focused on the metaverse, is
expected to continue generating significant
operating losses as investments in VR and
AR technologies continue. However, the
launch of new products like the Meta Quest 3
could drive increased adoption and generate
positive momentum. Overall, Meta's financial
performance in the next two quarters is likely
to be muted, reflecting the challenging
environment and its heavy investments in
long-term initiatives. Continued volatility in the
stock price is likely, as investors weigh the
company's near-term challenges against its
long-term potential.



September 07, 2024

Meta Platforms, Inc. (META)

1. ANALYSIS OF LATEST 10K FILING
Meta Platforms, Inc. is a technology company that connects people online through its family of apps, including
Facebook, Instagram, Messenger, WhatsApp, and Threads. The company's mission is to give people the power to
build community and bring the world closer together. Meta's latest 10K filing reveals a company in transition,
grappling with the challenges of a maturing social media landscape while investing heavily in emerging technologies
like AI and the metaverse. Financially, Meta's core advertising business remains robust, driven by increasing ad
impressions delivered across its Family of Apps. However, average price per ad has declined, impacted by factors
like Apple's iOS privacy changes, regulatory developments in Europe, and the growth of lower-monetizing products
like Reels. The company is actively mitigating these challenges by improving its ad systems, developing
privacy-enhancing technologies, and exploring new open standards for data processing. The Reality Labs segment,
focused on the metaverse, continues to be a significant investment area, with substantial operating losses. Meta is
developing a range of VR and AR products, including Meta Quest devices, Horizon Worlds social platform, Ray-Ban
Meta smart glasses, and Meta Spark AR platform. These efforts are long-term, with many products expected to be
fully realized only in the next decade. Meta is also heavily investing in AI across its business, particularly in
generative AI. This technology is being used to recommend content, enhance advertising tools, and develop new
products and features. The company acknowledges the risks associated with AI, including those related to harmful
content, bias, and regulatory scrutiny, but remains committed to its potential to enhance its platforms. Operationally,
Meta undertook significant restructuring in 2023, including employee layoffs, data center consolidation, and facilities
consolidation, to improve efficiency and align with its strategic priorities. The company remains committed to
fostering a diverse and inclusive workplace, offering competitive compensation and benefits, and investing in
employee learning and development. The 10K filing also highlights Meta's substantial legal and regulatory
challenges, particularly in areas like privacy, data use, and competition. Notably, the company is appealing a
decision by the Irish Data Protection Committee that resulted in a significant fine and corrective orders regarding
data transfers to the U.S., and is challenging an administrative proceeding by the FTC that seeks to modify a
previous consent order. Overall, Meta's 10K filing depicts a company navigating a complex landscape. The core
advertising business remains strong but faces headwinds, while investments in AI and the metaverse represent
both significant opportunities and risks. The company's ability to manage these challenges, navigate legal and
regulatory hurdles, and successfully execute its long-term vision will be crucial to its future success.
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2. Financial Analysis
Meta Platforms, Inc. (META) has demonstrated significant financial growth over the past decade, with revenue
increasing from $12.47 billion in 2014 to $134.90 billion in 2023. This impressive growth has been driven primarily
by the company's dominant position in the digital advertising market, with advertising revenue accounting for the
vast majority of its total revenue. Analyzing the company's financial statements over the last 10 years reveals a
clear trend of increasing profitability. Net income has risen from $2.94 billion in 2014 to $39.10 billion in 2023. This
growth can be attributed to both strong revenue growth and improving operating margins. Notably, Meta has been
able to maintain relatively stable cost of revenue as a percentage of revenue, while significantly increasing its
investments in research and development. However, recent quarters have shown signs of a slowdown in growth
and a decline in profitability. This is largely due to macroeconomic headwinds, including a challenging advertising
market impacted by factors such as Apple's iOS privacy changes, increased competition from platforms like TikTok,
and global economic uncertainty. Meta's balance sheet remains exceptionally strong, with a high level of liquidity
and low debt. The company holds a substantial amount of cash, cash equivalents, and marketable securities,
providing it with significant financial flexibility. While long-term debt has increased in recent years, it remains
manageable, and Meta's strong cash flow generation provides it with ample capacity to service its debt obligations.
Looking ahead, Meta's financial evolution will depend on its ability to navigate the evolving digital advertising
landscape, successfully monetize new products and features, and manage its investments in emerging technologies
like AI and the metaverse. The company's strong financial foundation provides it with the resources to pursue these
initiatives, but success is not guaranteed and continued investment in these areas will likely pressure profitability in
the near term.
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SEC EDGAR (META), LAST 10 YEARS

2023 2022 2021 2020 2019 2018 2017 2016 2015 2014

Total Assets 229,623 185,727 165,987 159,316 133,376 97,334 84,524 64,961 49,407 39,966

Total Debt 37,234 26,591 13,873 10,654 10,324 0 0 0 114 233

Shares 2,574 2,687 2,815 2,851 2,854 2,890 2,901 2,863 2,803 2,614

EPS 15.19 8.63 13.99 10.22 6.48 7.65 5.49 3.56 1.31 1.12

Dividend 0 0 0 0 0 0 0 0 0 0

Revenue 134,902 116,609 117,929 85,965 70,697 55,838 40,653 27,638 17,928 12,466

Cost of Revenue 25,959 25,249 22,649 16,692 12,770 9,355 5,454 3,789 2,867 2,153

Gross Profit 108,943 91,360 95,280 69,273 57,927 46,483 35,199 23,849 15,061 10,313

EBIT 47,428 28,819 47,284 33,180 24,812 25,361 20,594 12,518 6,194 4,910

(* millions, except EPS and dividend)
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SEC EDGAR (META), LAST 10 QUARTERS

2024 Q2 2024 Q1 2023 Q4 2023 Q3 2023 Q2 2023 Q1 2022 Q4 2022 Q3 2022 Q2 2022 Q1

Total Assets 230,238 222,844 229,623 216,274 206,688 184,491 185,727 178,894 169,779 164,218

Total Debt 37,991 37,633 37,234 36,217 36,218 27,575 26,591 25,900 16,067 14,053

Shares 2,534 2,545 2,565 2,576 2,568 2,587 2,639 2,682 2,704 2,725

EPS 5.31 4.86 5.46 4.50 3.03 2.21 1.77 1.64 2.47 2.74

Dividend 0.50 0.50 0 0 0 0 0 0 0 0

Revenue 39,071 36,455 40,111 34,146 31,999 28,645 32,165 27,714 28,822 27,908

Cost of Revenue 7,308 6,640 7,695 6,210 5,945 6,108 8,336 5,716 5,192 6,005

Gross Profit 31,763 29,815 32,416 27,936 26,054 22,537 23,829 21,998 23,630 21,903

EBIT 15,106 14,183 16,807 14,020 9,293 7,307 6,149 5,576 8,186 8,908

(* millions, except EPS and dividend)
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3. Stock Technical Analysis

Meta Platforms, Inc.'s stock price has shown significant volatility over the past 52 weeks, reflecting both the
company's underlying business performance and broader market trends. The stock has traded within a wide range,
from a low of $274.38 in August 2023 to a high of $542.81 in July 2024. During the early part of the 52-week period,
Meta's stock price trended upward, driven by positive sentiment around the company's Q2 2023 earnings report,
which showed strong advertising revenue growth. The stock broke out of a flat base pattern in August 2023 and
continued its ascent, reaching a new 52-week high in October 2023. However, the stock faced significant selling
pressure in late October and November 2023, coinciding with broader market volatility and concerns around the
impact of rising interest rates and a potential economic slowdown on the digital advertising market. This sell-off led
to a decline of over 20% from the stock's October 2023 high. Meta's stock price rebounded in December 2023,
supported by positive sentiment around the company's cost-cutting measures and its continued investments in AI.
The stock staged a strong rally in early 2024, reaching a new all-time high in February 2024 following a positive Q4
2023 earnings report. However, the stock's momentum faltered in the second half of 2024, as concerns around the
impact of Apple's iOS privacy changes, increased competition from TikTok, and Meta's heavy investments in the
metaverse, which are weighing on profitability, reemerged. Technically, Meta's stock is currently trading below its
50-day moving average, suggesting a near-term bearish bias. However, the stock remains above its 200-day
moving average, a key long-term support level. A decisive break above the 50-day moving average could signal a
resumption of the stock's uptrend, while a break below the 200-day moving average would indicate a more
significant shift in sentiment.
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4. Current Media Coverage & Stories
Meta Platforms, Inc. (META) has been prominently featured in news headlines throughout the past year, with
coverage reflecting a mix of positive and negative developments across its various business initiatives, as well as
ongoing legal and regulatory challenges. One recurring theme in the headlines has been Meta's aggressive
investments in artificial intelligence, particularly generative AI. The company has launched several new AI-powered
features for its products, including conversational AIs, editing tools, and an AI-powered discovery engine designed
to recommend relevant content. These initiatives have garnered both praise for their potential to enhance user
experience and concerns about the risks associated with AI, such as bias, misinformation, and potential misuse.
Meta's metaverse ambitions have also drawn considerable media attention, with the company continuing to invest
heavily in VR and AR technologies. Headlines have focused on product launches, such as the Meta Quest 3
headset and Ray-Ban Meta smart glasses, as well as the development of the Horizon Worlds social platform.
However, the company's substantial operating losses in Reality Labs and the uncertain timeline for metaverse
monetization have also been a source of skepticism in media coverage. The company's core advertising business
has been a subject of both positive and negative headlines. Meta's strong ad revenue growth in the first half of 2024
was widely reported, but concerns around the impact of Apple's iOS privacy changes, increased competition from
TikTok, and a potential economic slowdown on advertiser spending have also been prominent. Meta's legal and
regulatory challenges have been another significant focus of media coverage. The company's appeal of the Irish
Data Protection Committee's decision regarding data transfers, its challenge of the FTC's attempt to modify its
consent order, and numerous lawsuits related to privacy, antitrust, and content moderation have all been
prominently featured in headlines. Overall, media coverage of Meta reflects a company at a crossroads. While its
core advertising business remains strong and its investments in AI and the metaverse offer significant potential, the
company is also facing significant headwinds and legal scrutiny. How Meta navigates these challenges and
executes its long-term vision will continue to be a major focus of media attention.

5. Financial vs. Stock vs. Media Coverage Situations
The media narratives surrounding Meta Platforms, Inc. (META) present a complex and often contradictory picture,
reflecting the company's unique position as a dominant player in the evolving digital landscape. On one hand,
headlines tout Meta's financial strength, driven by robust advertising revenue growth and its aggressive investments
in AI and the metaverse, painting a picture of a company poised for continued success. These narratives often
emphasize the potential of these emerging technologies to transform how people connect and interact online,
creating new opportunities for businesses, developers, and creators. However, these optimistic narratives are often
juxtaposed with concerns about the company's mounting legal and regulatory challenges, particularly in areas like
privacy, data use, and competition. The Irish Data Protection Committee's decision and the FTC's administrative
proceeding have cast a shadow over Meta's data practices, raising questions about the company's ability to
navigate a rapidly changing regulatory landscape. These concerns are further amplified by ongoing litigation related
to antitrust, content moderation, and alleged societal harms associated with social media. The media's focus on
Meta's declining profitability, driven by heavy investments in Reality Labs and the uncertain timeline for metaverse
monetization, also adds to the complexity of the narratives. While the company maintains that these investments
are necessary to secure its future in the metaverse, critics argue that they represent a risky gamble that could harm
the company's core business and shareholder value. Reconciling these contrasting narratives requires a nuanced
understanding of both Meta's underlying financial performance and the broader context in which it operates. While
the company's financial data suggests continued strength in its advertising business, the impact of factors like
Apple's iOS privacy changes, increased competition from TikTok, and macroeconomic headwinds should not be
overlooked. The movement of the stock price over the past year, with its significant volatility and periods of both
sharp rallies and steep declines, reflects this tension between positive and negative developments. Ultimately, the
future of Meta will depend on its ability to balance the pursuit of its long-term vision for AI and the metaverse with
the need to address its immediate challenges and maintain the profitability of its core business. How the company
manages this delicate balance will continue to shape the media narratives and investor sentiment for years to come.
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6. Industry Analysis
The industry in which Meta Platforms, Inc. (META) operates is dynamic, highly competitive, and subject to constant
disruption from evolving technologies, shifting user preferences, and emerging regulatory frameworks. Meta, with its
family of apps, including Facebook, Instagram, WhatsApp, and Threads, holds a dominant position in the social
media and digital advertising markets. The company faces intense competition from established players like
Alphabet's Google and YouTube, Microsoft's LinkedIn, and ByteDance's TikTok, each vying for user attention and
advertiser dollars. The rise of TikTok, with its focus on short-form video content and its appeal to younger
audiences, has presented a particular challenge to Meta, impacting user engagement and necessitating strategic
adjustments in product offerings and content algorithms. The industry is experiencing a significant shift towards
AI-powered technologies, with companies like Meta, Google, and Microsoft heavily investing in developing and
deploying AI across their platforms. This trend is driven by AI's potential to enhance user experience, improve
advertising targeting and measurement, and enable new product innovations. However, the development and
deployment of AI also raise ethical concerns and regulatory scrutiny, particularly in areas like bias, misinformation,
and data privacy. The emergence of the metaverse presents another major industry trend, with companies like
Meta, Microsoft, and Apple exploring the potential of virtual and augmented reality technologies to create immersive
digital experiences. This nascent market is characterized by significant investment in research and development,
with uncertain timelines for widespread adoption and monetization. The industry is also facing increasing regulatory
pressure, particularly in areas like privacy, data use, and competition. In Europe, the General Data Protection
Regulation (GDPR), the Digital Markets Act (DMA), and the Digital Services Act (DSA) have imposed new
restrictions and requirements on companies like Meta, increasing compliance costs and impacting business
practices. In the U.S., similar concerns around data privacy and antitrust have led to regulatory investigations and
legislative proposals aimed at curbing the power of large technology companies. Overall, the industry in which Meta
operates is undergoing a period of rapid transformation. The company's ability to adapt to these changes, innovate
effectively, and navigate a complex regulatory landscape will be critical to maintaining its competitive advantage and
achieving its long-term goals.

7. Drivers & Challenges
Meta Platforms, Inc. faces a multitude of drivers and challenges that will shape its trajectory in the coming years.
One of the most prominent drivers is the ongoing and accelerating adoption of artificial intelligence (AI), particularly
generative AI. This technology presents Meta with the opportunity to significantly enhance its platforms, from
improving content recommendations and advertising targeting to developing entirely new products and features.
However, the successful deployment of AI also necessitates careful consideration of ethical implications, regulatory
requirements, and potential misuse. The emergence of the metaverse, with its promise of immersive digital
experiences, presents another significant driver for Meta. The company's heavy investments in Reality Labs, its VR
and AR division, demonstrate its commitment to becoming a leader in this nascent market. However, the uncertain
timeline for widespread adoption, monetization challenges, and intense competition from other technology giants
pose significant risks to Meta's metaverse ambitions. Meta's massive user base, spanning billions of people across
its family of apps, remains a key driver of its business. Continued user growth, particularly in emerging markets,
provides a vast audience for advertisers and a valuable network effect for its platforms. However, maintaining user
engagement, particularly among younger demographics, in an increasingly competitive landscape, will be crucial to
Meta's ongoing success. The evolving regulatory environment, particularly in areas like privacy, data use, and
competition, presents a significant challenge for Meta. The company is navigating a complex web of regulations,
including the GDPR in Europe and the CCPA in California, with the potential for additional regulations in the U.S.
and other jurisdictions. Meta's ability to comply with these regulations, adapt its business practices, and address
concerns about data privacy will be critical to maintaining user trust and avoiding costly fines and penalties. The
competitive landscape in the social media and digital advertising markets remains intense, with Meta facing
constant pressure from established players like Google, YouTube, and TikTok. The company must continue to
innovate, develop engaging products and features, and effectively target advertisers to maintain its market share
and drive revenue growth. Overall, Meta's path forward is characterized by both significant opportunities and
daunting challenges. The company's ability to leverage its strengths, address its weaknesses, and navigate a
rapidly changing landscape will determine whether it can capitalize on the potential of AI and the metaverse while
sustaining the profitability of its core business.
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8. Bull Case
A bullish scenario for Meta Platforms, Inc. hinges on the company successfully leveraging its strengths and
capitalizing on emerging opportunities to drive sustained growth and profitability. The company's massive user
base, spanning billions of people across its family of apps, provides a solid foundation for growth. Continued user
growth, particularly in under-penetrated markets like Asia-Pacific and Rest of World, coupled with increasing user
engagement driven by new AI-powered features and compelling content formats, could translate into substantial
advertising revenue growth. Meta's aggressive investments in artificial intelligence, particularly generative AI,
position it to become a leader in this transformative technology. Successfully integrating AI across its platforms
could enhance user experience, improve advertising targeting and measurement, and unlock new product
innovations, driving both revenue growth and operating efficiency. The company's early mover advantage in the
metaverse presents a significant opportunity. As the market for immersive digital experiences develops, Meta's
investments in Reality Labs, its VR and AR division, could translate into a dominant position in this nascent market.
The success of products like Meta Quest headsets, the Horizon Worlds social platform, and Ray-Ban Meta smart
glasses, coupled with the development of compelling metaverse content and experiences, could unlock new
revenue streams and solidify Meta's position as a technology leader. Effective navigation of the evolving regulatory
landscape is crucial to a bullish scenario. Meta's proactive efforts to comply with privacy regulations like the GDPR
and CCPA, coupled with its engagement with regulators and its development of privacy-enhancing technologies,
could mitigate the risk of costly fines and penalties while maintaining user trust. Sustaining a strong financial
position is essential to supporting Meta's ambitious investments. The company's robust cash flow generation, its
substantial cash reserves, and its access to capital markets provide it with the financial flexibility to fund its AI and
metaverse initiatives while managing its debt obligations. In this bullish scenario, Meta's stock price could
experience significant upside potential. The combination of strong revenue growth, improving profitability driven by
AI-powered efficiencies, and successful monetization of the metaverse could attract investors, leading to a
sustained increase in the stock price.

9. Bear Case
A bearish scenario for Meta Platforms, Inc. centers around the company's inability to overcome its current
challenges and capitalize on emerging opportunities, leading to declining user engagement, stagnant revenue
growth, and shrinking profitability. Continued pressure from competitors like TikTok could erode Meta's user base,
particularly among younger demographics. The company's efforts to replicate TikTok's success with Reels may
prove insufficient, leading to a decline in user engagement and a decrease in the value of its advertising inventory.
The evolving regulatory landscape, with its increasing focus on privacy and data use, presents a significant threat to
Meta's advertising business. Failure to adequately comply with regulations like the GDPR and CCPA, or the
imposition of new, more restrictive regulations in the U.S. and other jurisdictions, could result in costly fines,
negative publicity, and limitations on the company's ability to target and measure ads effectively. Meta's heavy
investments in the metaverse, through its Reality Labs division, may fail to generate a return on investment in the
foreseeable future. The slow adoption of VR and AR technologies, coupled with monetization challenges and
intense competition from other tech giants, could result in sustained operating losses and a drain on the company's
resources. Challenges in successfully deploying and monetizing AI could hinder Meta's ability to enhance its
platforms and improve its financial performance. Ethical concerns, regulatory scrutiny, and competition from other
companies heavily investing in AI may limit Meta's ability to leverage this technology effectively. Macroeconomic
headwinds, including a potential economic slowdown, rising inflation, and a weakening advertising market, could
further pressure Meta's revenue growth and profitability. Advertisers may reduce their spending budgets, impacting
the demand for Meta's ad inventory and leading to a decline in average price per ad. In this bearish scenario, Meta's
stock price could experience a significant decline. Declining user engagement, stagnant revenue growth, and
shrinking profitability, coupled with escalating legal and regulatory costs and uncertainty around the metaverse,
would likely lead investors to sell their shares, driving down the stock price.
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10. Forward Valuation
Valuing Meta Platforms, Inc. requires a multifaceted approach that considers the company's unique characteristics,
its current financial performance, its future growth prospects, and the evolving industry landscape. Four valuation
methods are commonly used to assess Meta's intrinsic value: discounted cash flow (DCF), relative valuation,
sum-of-the-parts (SOTP), and option pricing models. Discounted Cash Flow (DCF) Analysis: The DCF method
estimates the present value of future cash flows generated by the company. A bullish DCF valuation for Meta would
incorporate assumptions of strong revenue growth driven by increasing user engagement, successful monetization
of new products and features, and AI-powered efficiencies that improve operating margins. A discount rate
reflecting Meta's low risk profile and strong financial position would further enhance the valuation. A bearish DCF
valuation would assume slower revenue growth, persistent losses in Reality Labs, and higher capital expenditures
to support AI and metaverse initiatives, leading to lower free cash flow generation and a significantly lower present
value. Relative Valuation: This method compares Meta's valuation multiples, such as price-to-earnings (P/E) and
price-to-sales (P/S), to those of comparable companies. A bullish relative valuation would consider Meta's strong
user base, its dominant market position, and its growth potential in AI and the metaverse, justifying a premium
valuation multiple compared to its peers. A bearish relative valuation would focus on Meta's declining profitability, its
regulatory challenges, and the competitive threat from TikTok, suggesting a discount to its peers. Sum-of-the-Parts
(SOTP) Valuation: This approach values each of Meta's businesses separately and then aggregates their values to
arrive at a total company value. A bullish SOTP valuation would assign high values to Meta's core Family of Apps
business, based on its strong cash flow generation, and to its Reality Labs segment, based on its potential in the
metaverse. A bearish SOTP valuation would discount these values, reflecting concerns about slowing growth in the
advertising business and persistent losses in Reality Labs. Option Pricing Models: These models, often used to
value companies with significant growth options, like Meta's metaverse ambitions, estimate the value of future
investment opportunities. A bullish option pricing model would assign a high value to Meta's metaverse option,
reflecting its potential to become a dominant player in this nascent market. A bearish model would discount this
option, reflecting the uncertainty of its success and the long timeline for monetization. Valuation Range: Based on a
combination of these valuation methods, incorporating both bullish and bearish assumptions, a reasonable valuation
range for Meta's stock could be between $250 and $500 per share. This range reflects the significant uncertainty
surrounding the company's future growth prospects, its ability to navigate regulatory challenges, and the long-term
success of its metaverse strategy.

11. Executive Summary
Meta Platforms, Inc. stands at a critical juncture, navigating a complex landscape of opportunities and threats. The
company's core advertising business, powered by its massive user base and dominant position in the social media
market, continues to generate substantial revenue. However, this core business is facing headwinds from factors
like Apple's iOS privacy changes, increased competition from platforms like TikTok, and macroeconomic
uncertainty, leading to slowing growth and declining profitability. Meta is aggressively investing in artificial
intelligence (AI), particularly generative AI, across its business. This technology presents a significant opportunity to
enhance its platforms, improve advertising effectiveness, and develop new products and features. Successfully
integrating AI could drive both revenue growth and operating efficiency. However, challenges in deploying and
monetizing AI, coupled with ethical concerns and regulatory scrutiny, pose risks to Meta's AI ambitions. The
company's substantial investments in the metaverse, through its Reality Labs division, represent both a significant
opportunity and a major risk. Meta's early mover advantage in this nascent market could translate into a dominant
position as the metaverse develops. However, the uncertain timeline for widespread adoption, monetization
challenges, and intense competition from other technology giants could result in persistent losses and a drain on
resources. Meta's ability to navigate a complex regulatory environment, particularly in areas like privacy, data use,
and competition, will be crucial to its future success. The company is facing increasing scrutiny from regulators
globally, with the potential for costly fines and penalties. Meta's proactive efforts to comply with regulations, engage
with regulators, and develop privacy-enhancing technologies will be essential to mitigating these risks. Overall,
Meta's future prospects hinge on its ability to leverage its strengths, address its weaknesses, and execute its
long-term vision. Successfully capitalizing on the potential of AI and the metaverse while navigating regulatory
hurdles and maintaining the profitability of its core advertising business will determine whether Meta can sustain its
position as a technology leader and deliver value to its shareholders.


