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The report intends to present the valuation undertaken on a travel metasearch platform TripAdvisor 
Inc. Section I of the report presents the brief background of the Company, its business, growth 
prospects, and the Company's overall financial position. Section II of the report present a brief 
overview of the industry and its current and future prospects. Section III of the report presents the 
intrinsic and relative valuation of TripAdvisor Inc. and its analysis. 
 

Section I: Setting up the scene 
 
a. Company overview  
TripAdvisor, Inc. (‘Tripadvisor’ or ‘Company’) 
is a travel metasearch company, current  
operating with a portfolio of websites for 
comparison shopping for hotels, restaurants, 
flights etc2. Travellers worldwide turn 
to Tripadvisor to look for deals on 
accommodations, book experiences, reserve 
tables at delicious restaurants and discover 
great places nearby. The Company operates  
website in the localized version in 40 different 
markets and own and operate a portfolio of 
online travel brands and businesses, 
operating under various websites and apps3. 
The Company has more than 988 million 
reviews which enrich the Company with vast 
user-created data4.  

 
The Company operates in the 
following segments5:  

- Hotels, Media & Platform: This is the 

largest source of revenue, ranging to 

60% of the Company’s total annual 

revenue. This segment comprises 

revenue from click-based advertising, 

cost per action, display advertisement 

and subscription revenues. 

- Experiences & Dining: This segment 
includes revenues from (1) 
Experiences — allowing customers to  
research and book activities and  

Source:    Q3 2021, Investor presentation (Nov. 8, 2021)                                                          attractions and (2) Dining — providing 
information and services for customers to research and book restaurants. Both sources 
contribute to revenue through commissions wherein travel partners (restaurants, 
attractions etc.) pay based on bookings facilitated through TripAdvisor’s online 
reservation system.                                                                                                                                                                                                                   

- Other (Rentals, Flights/Cruises/Car, SmarterTravel etc.): Tripadvisor and its related 
brands offer other services, the revenues from which are consolidated into the ‘Other’  
segment. ‘Rentals’ generates revenue for the Company on a commission or subscription- 
model by allowing individual property owners to list vacation and short-term rental 
properties on the Company’s websites. The website allows users to book transportation 
(flights, cars, cruises) that generate revenue for the Company through a commission 
structure.  
 
A glimpse of the business model under the above segments is presented below: 

3 Note 1, Form 10Q, Quarter 3 2021 https://ir.tripadvisor.com/static-files/6bda20f7-f2c4-4f5a-b447-f329fa81579e 
4 https://tripadvisor.mediaroom.com/US-about-us 
5 Angela Chen, Trip Advisor report, Westpeak Research Association, also see Form 10Q, Quarter 3 2021 of the 
Company 

 

Source: Q3 2021, Investor presentation, (Nov. 8 2021) 

 

Stock price performance, Source : finbox 

 
Snowflake Analysis, source: SIMPLY WALLST 
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Revenue share, Source: Statista 
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Data source: company website, https://ir.tripadvisor.com/static-files/3682d3e7-8a1f-4f76-abd3-b838e6f9eb38 
 

Overtime, the contribution of total revenue from the Hotel advertisements had 
decreased. For example, the revenue from the Hotel advertisement segment 
used to be 96% of revenues in 2012, 85% of revenues in 2015, and  decreased to 
the 50% level by 2019. The company’s new offerings in these years contributed 
to other portions of the revenue, such as display-based advertising solutions 
(10%) and the Experiences and Dining segment (29%). The diversified offering is 
thus enabling management to reduce reliance on one specific segment. 

 
a. b. Global presence  

The company has a global presence; however, most of revenue share comes from 
the United States. To establish a better presence in other markets, TripAdvisor  
has been purchasing brands (inorganic growth strategy) that can enable them to 
establish a better presence in other markets over a few years. For example, the 
acquisition of SinglePlatform in 2019 helped boost the company’s Experiences & 
Dining segment during the Covid-19 times. 

 

                                                                                                                                                                               
 
Source: Q3 2021, Investor presentation, (Nov. 8, 2021) 
 

b.  

c. c. Growth prospects 
Needless to say, the travel industry is still recovering from the severe impact 
caused by Covid because of lockdowns and travel restrictions. However, the 
recovery trend has been fast in the peak season (Q3, 2021 is testimony to it). 
 

 
 
Source: Q3 2021, Investor presentation, (Nov. 8, 2021) 
 

The company have a strong brand image, positive cash funds. The company is 
regaining the user base that reduced because of the Covid impact (depicted by 
the increase in reviews – increase to 988 million in 2021 from 884 million in 2020). 
But current unpredictability in market conditions and how it will evolve in coming 
times does leave some doubts on when the hospitality sector would completely 
recover from the Covid impact.  
 
 
 
 
 
 
 

 

 

Source : https://mergr.com/tripadvisor-acquisitions 

Ownership structure, Source: SIMPLY WALLST 
 

Source: Statista 

https://ir.tripadvisor.com/static-files/44b02759-f1e9-42c9-b4b6-203cc15ae461
https://mergr.com/tripadvisor-acquisitions


   
 
 
 
 
 
 
 
 
 
 
 
Source: Statista 

 
The Company’s strategy has been focused on increasing customer 
engagement on the platform and subsequently on finding innovative means 
to monetize it (For example – the launch of Tripadvisor Plus, though there is 
a lot of criticism surrounding this product). Further, the company has a good 
presence in the US market; it is in a good position to capitalize on these 
opportunities as the US market is recovering, and there are positive upward 
recovery trends from the Covid impact. Also, TripAdvisor generates 70% of 
its revenue from its mobile app on which its rating is 4.7%. This rating is not 
too low, showing that the brand has still good acceptability. Though, huge 
competition and the entry of tech giants like Google, Alibaba etc., in the 
travel segments is putting more pressure on these companies to invest 
heavily in new products and incur increased advertisement/ marketing 
spent.  
 

 
 

Source:  https://seekingalpha.com/article/4460715-tripadvisor-another-undervalued-pick 

 
Inspite of these, it is expected that the Company will recover in 2022 from 
the Covid impact and thereafter will be able to grow. 

 
d. Financial position 
The Company has good liquidity, and the financial position is expected to be 
much better after Covid recovery. Further, because of the seasonal nature 
of the consumer demand, hotel and rental stays and travel experiences and 
activities mostly occur during the second and third quarters. Thus, the 
financial performance of travel metasearch platforms and OTAs is usually 
high during these quarters. The below diagrams show the profitability 
position of the company: 
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Source: Angela Chen, Trip Advisor report, Westpeak Research 
Association 
 

 

 

Source: : Q3 2021, Investor presentation, (Nov. 8 
2021) 
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Section II: Industry position 
 
Despite being severely impacted by the economic slowdown and restrictions 
from the COVID, the global OTA market is expected to grow substantially in the 
coming times. Further, the trend of increase in the addressable market of digital 
service providers is increasing across industries, and online travel service 
providers would also benefit from the trend.  
 
The chart below shows the expected increase in the number of users in the 
sector. 
 

 
 
Also, the increase in the usage of smartphone trends has enabled online players 
to achieve higher penetration rates. Based on Statista analysis, revenue is 
expected to show an annual growth rate (CAGR 2021-2026) of 17.13%, resulting 
in a projected market volume of US$949,579m by 2026. The largest segment of 
the market is expected for Hotels, with a projected market volume of 
US$198,773m in 2021. The growth in user base is expected to amount to 
1,321.3m users by 2026 in the Hotel segment. In 2021, the user penetration rate 
is 12.5% and it is expected to rise to 24.1% by 2026. The average revenue per 
user (ARPU) is expected to be US$457.82. The chart below shows the expected 
revenue growth in the coming years from the different segment in the travel 
industry. 

 

 



  

The section presents the Intrinsic and relative valuation of the Company before 
moving to overall conclusion/ recommendation on the ‘Buy and Hold’ position for 

the stock of TripAdvisor. 

 

 
 

For determination of Cost of debt, spread based on 
B3/B- was added to risk free rate of 10yr. US 
government treasury bond. 

  
Section III: Stories to numbers: Valuation results                                                                             
 

Key Valuation Statistics     

Enterprise value 3797,5m 
LTM 
Revenue 777m 

Market cap. 3548,5m LTM EBIT -208m  

P/E -18,6x 
LTM EBITDA 
Margin -20,6 

EV/EBITDA -23,5x Net Debt 249m 

 
a. Intrinsic valuation: Based on the intrinsic valuation (DCF valuation), the stock price is $28,89 per unit. Separately, a 

sensitivity analysis has been undertaken on the terminal year growth rate and the weighted average cost of capital to identify 
the expected fluctuations in the stock price. The screenshot from the final calculation, key assumptions is stated underneath, 
and sensitivity analysis is shown underneath: 
                                                                                                                                                                                     (Figures in USD) 

 
 
 

 

 
Explanation on the basis of calculation and assumptions taken: 
 
- Growth rate: It was assumed that the company will be able to regain its pre-COVID numbers in 2022 primarily because of two 

reasons, one being the market is getting better in the US and the other being travel segment overall is picking up, and people 
have learned to live with Covid. Thereafter, the growth rate is taken as 15% and eventually reduced by a certain percentage 
over the years on the following assumptions: 
- The company has a huge volume of user-generated data (one being the review data) that will enable the company to explore 

new avenues of monetization in the coming times.  
- Also, the company would reap from the benefit from the high growth expected in the OTA segment in the coming years. 
In the terminal year, the growth rate is taken as 2%. 
 

- Operating Margin: The company’s gross margin is high, and the main cost in the OPEX is the marketing spent and payroll cost. 
With the learnings from COVID, companies have learned to judiciously utilize the available funds to reduce the OPEX, and it is 
expected that the trend will continue for the coming years; hence the Operating margin is taken as 15% and eventually 
increased to 16%. 

 
 
 

 

In this section, the valuation of the stock of the Company basis the 
intrinsic and relative valuation is shown. 

Figures in USD MM 



 

  
 
- Discount rate/ Cost of capital: 
 

 
 

 
 
The cost of capital in decreased eventually from the eighth year as it is expected that the cost of capital will decrease as the Company 
becomes more mature. Bifurcation of last year revenues in US, UK and rest of the world was taken and factored in the computation 
of Enterprise risk premium as shown below. 

                                              (Revenue figures in USD) 

 
 
- Others: 
The tax rate used in the valuation is marginal tax rate (28%) rather than effective tax rate because of the huge volatility trend seen 
in the effective tax rate of the Company. Other suitable adjustments for Net operating losses, operating leases, research & 
development, stocks options were factored in the valuation. 
 
The sensitivity analysis results are shown below: 

 
 
Interim comments: The stock is currently undervalued based on the intrinsic value as the stock was trading at USD 26,65 (on 21st 
December 2021) & USD 24.71 (on 20th December 2021). 

 
b.   Relative valuation: 
Based on regression analysis: 
A correlation matrix was conducted before deciding upon the final variables for regression analysis to prevent multicollinearity where 
the predictors are highly correlated, which distorts the values. The results of the correlation matrix are presented below: 

 

 

For determination of Cost of debt, spread based on B3/B- was 
added to risk free rate of 10yr. US government treasury bond. 

 



 

  
 
Based on the above co-relation matrix, a simple regression analysis was conducted on EV/ Sales with the dependent variable and 
Price/ Forward sales as the independent variable. The results of the regression are shown below: 

 

 
 
Regression equation: 
 
EV/ Sales = 0,68519+ 1,07918*Price/ Forward sales 
EV= USD 3802,6318 mm 
Price per share = USD 25,71  
 
 
*Since the sample size taken for regression analysis was small, mainly the companies reflected in the comparable analysis table on 
the next page (except Webjet Limited) in the above regression analysis, the results are directional. Hence, author has undertaken 
comparable company analysis. 
 
Based on comparable company analysis: 
 

 
Source of data : Capital IQ/ finbox 

 

 
Calculation of EV of the Company based on Mean EV/ Sales of the comparable companies: 
 

EV/Sales 6,2 

EV  USD 4817,4 mm 

 
The price per unit of stock under this comes to USD 33,056 
 
 
Calculation of price based on Mean PE/ Forward Sales of the comparable companies: 
 

Price/ Forward Sales 5,1 

Price USD 6772,95 mm 

 
The price per unit of stock under this comes to USD 49 

 
 

 



 

 
 
Conclusion: 
 
The summary of the price arrived under different approaches used above are mentioned below: 
 

Particulars Intrinsic value Relative valuation 

Model used Discounted cash flow method Regression analysis, Comparable 
company analysis 

Value 
 

USD 28,89 Regression analysis: USD 25,71 
 
Comparable company analysis: 
Mean of EV/Sales: USD 33,056 
Mean of Price/ Forward sales: USD 49 
 
 

Recommendation  BUY 

 
Based on the current trade price (22nd December 2021- USD 26.88), the stock of Tripadvisor seems to be undervalued. Considering the 
past trend (mainly pre-Covid situation) of the stock performance, the recovery mode of the sector from Covid impact and the valuation 
undertaken in this report, it is expected that the stock will pick up in the coming times. 

 
 
 
 


