
 

 

 

STOCK: ABNB | 3/10/21  
FIRST FOCUS 

1 
LEFTBRAINIR.COM . 630-517-9300 

 

SEEKING STOCKS THAT CAN DOUBLE IN 2-3 YEARS 
 

    

Stock Price: $184.9 (3/10/21) Company Size: $124.9B Author: Janice Quek 

Company Rank: 909 Sector:  Consumer Services Industry: Travel Agencies 

LBIR Recommendation LBIR Recommendation 

Airbnb is a platform to connect hosts to guests looking for a property to stay during 
their travels. 
 

IN THIS FIRST FOCUS WE’LL COVER: 
u Summary of the Business 

Airbnb is an online alternative travel 
accommodation platform for guests to seek homes 
and unique properties to stay at for their travels. 
Properties from more than 100,000 cities are 
available on Airbnb. 

u Recent Developments 
The pandemic sharply decelerated growth for 
Airbnb in 2020, resulting in bookings decline and 
cost reduction measures. Business started to recover 
in the second half of the year.  

u Competitive Environment 
Top platform in the alternative travel 
accommodation segment, growing faster than its 
closest competitors. 

u Conclusions/Recommendations 
Airbnb is poised to recover well with multiple 
avenues to ramp adoption momentum. It has a 
strong brand name, and its scale is improving 
profitability. We assign a “GREEN LIGHT” rating to 
ABNB. 

 

 

 

AIRBNB INC. 
(Ticker: ABNB) 

 

Grab-and-Goä 
THESIS 

An investment in Airbnb is a play on 
the alternative travel accommodation 
segment. The company is a leading 
platform for guests to seek and book 
homes and unique properties to stay 
on their travels. Airbnb is well-
positioned to lead the market and gain 
share if it can drive new use cases, 
increase the number of hosts and 
expand successfully into less 
penetrated regions overseas.  
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û SUMMARY OF BUSINESS  
Airbnb is a platform to connect hosts to guests 
looking for a property to stay during their travels. 
The platform has hosts in about 100,000 cities 
across the globe. Hosts can also lead curated 
interactive experiences online on the platform, 
sharing their culture, expertise and perspectives 
from and about their location. Airbnb earns 
revenue from platform service fees, charged as a 
percentage of the value of the booking for stays, 
and host fees for experiences.  

 

Online travel agent market is massive and 
growing 

Travel builds connections to new places and 
people, and is becoming a priority for many over 
other areas of leisure and entertainment. 
Research has shown that young adults and 
millennials in particular value experiences over 
material possessions. This group, also tech savvy, 
is driving a boom in travel, and using online 
platforms to plan and book their travel vacations. 
Data from Statista show that the online travel 
agent market size is projected to grow from $595 
billion in 2020 to $820 billion in 2023.  

 

User-friendly, feature-rich platform and personal 
connections from stays drive guests and hosts   

Airbnb is one of the largest online travel 
accommodation booking platforms today. At the 
end of FY20, it had 4 million hosts in over 100,000 
locations globally, offering a broad range of 
accommodations. While the platform allows 
professional hosts such as property managers 
and those in the hospitality business to list their 
properties for rental, 90% of the hosts using 
Airbnb are individual hosts listing their home 
properties, enabling guests access to a vast range 
of unique homes and local experiences 
previously unavailable to them. Hosts have listed 
unique properties such as cabins, treehouses, 
boats, castles and luxury villas in communities of 
all sizes. Many hosts share the property with their 
guests, providing a personal and deeper 
connection to guests on their travels. This has 
been the key draw of Airbnb for its guests, 
majority of which are between the ages of 18 and 
34, relative to booking properties from other 
travel accommodation platforms. Guests thus 
often return regularly to book from the platform 
again, recommend Airbnb to others, or become 
hosts themselves. Over time, this has generated a 
virtuous cycle of guests organically attracting 

Enterprise Value: $124.9B Market Cap: $112.4B Revenue Fwd 
(TTM): 

$4,728M 
($3,378M) 

YTD Return: 27.72% Fwd (TTM) 
Price/Sales: 

22.02x 
(51.38x) RSI: 44.7 

Gross Margin   
(TTM): 74.1% Revenue Growth 

(FWD, YoY): 40% ROIC (TTM): -392% 

52-Week High: $219.94 52-Week Low $121.50 200-day Moving 
Avg. - 

EBITDA -$4,197M CFO -$630M FCF -$667M 

Insider Transactions: Insiders sold 1,323,531 shares in the last three months 



0.94 

 

EQUITY 

3 
LEFTBRAINIR.COM . 630-517-9300 

 

SEEKING STOCKS THAT CAN DOUBLE IN 2-3 YEARS 
 

STOCK: ABNB | 3/10/21  
FIRST FOCUS 

hosts and vice versa, in turn building an active 
community of travelers and hosts.  

Airbnb has invested significantly to build an 
attractive, simple and easy-to-use platform for 
hosts and guests to connect. It has made it easy 
for hosts to join the community, and provide 
support to help them list, manage their 
bookings, accept payments, protect their 
property, and advise on pricing and feedback. 
Guests also find it easy to explore and book 
properties, review, pay, and seek help before, 
during and after their trips. To keep guests and 
hosts safe, Airbnb has also enhanced security 
measures through risk scoring, fraud detection, 
and screening, along with employing trained 
safety agents to assist hosts and guests. With 
millions of guest bookings and properties on its 
platform, Airbnb has accumulated a rich 
repository of data to deliver deep meaningful 
insights to users, including pricing and 
occupancy optimization recommendations. This 
data has also been useful to enhancing its services 
and improving responsiveness to consumer 
needs. It also harnesses machine learning 
technology to identify potential fraudulent 
transactions. 

 

Financial and Operational Metrics 

As a pioneer of a home-based property travel 
booking platform, Airbnb’s early mover 
advantage drove strong sales growth for the 

company for most of the decade. A report in 2011 
noted that bookings were expanding at 40% a 
month during that period, and revenue was 
estimated at $189 million in 2012. Sales reached 
$4.8 billion by FY19 growing at a CAGR of 37% 
between FY17 and FY19. Nights and experiences 
booked also expanded steadily to almost 327 
million at the end of FY19, while gross booking 
value increased at an average rate of 34% each 
year between FY17 and FY19. Airbnb has 
reported a steady climb in average value per 
night/experience in the last few years as higher 
value properties are added to the mix. On the 
profitability front, while margins are improving, 
Airbnb is unprofitable from an adjusted EBITDA 
and non-GAAP net income standpoint, impacted 
adversely in FY20 by the pandemic. It was free 
cash flow positive prior to the pandemic, but 
challenging circumstances affected its cash 
generation.  

 

 

LB•LOGIC Airbnb has found new use 
cases for its properties over time, such as 
collaborative work spaces, team-building 
locations etc. This has expanded its 
addressable market and target audience 
base, generating new sales opportunities. 
We would expect the company to continue 
expanding its property categories in the 
future.  

LB•LOGIC An indication of its strong 
brand name and ability to grow organically 
is shown when it reduced marketing 
activities substantially in H1FY2020 when 
the pandemic started. As the company 
entered the third quarter, site traffic 
returned to 95% of 2019 levels even before 
it resumed marketing efforts.    

LB•LOGIC Seeing how it has performed 
with little marketing activities, 
management announced it intends to 
spend substantially less as a percentage 
of revenue on marketing in the future. 
We can thus expect larger margin 
expansions soon.  
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n Total Addressable Market (TAM) 

The online travel agent market is large and 
growing rapidly. Data from Statista shows that it 
is projected to grow from $595 billion in 2020 to 
$820 billion in 2023, at a CAGR of approximately 
11% during this period.  

n Special/Unique Characteristics of 

the Company 

Airbnb is an early mover in the home-based 
travel accommodation booking platform. It has 
grown tremendously to become a household 
brand name and “go to” for travelers and hosts-
to-be, and has the scale and reach to continue 
leading the market. New products and a positive 
experience using the platform have consistently 
attracted and retained its hosts and guests.  

û RECENT DEVELOPMENTS 
Airbnb’s business was significantly impacted by 
the pandemic, especially in the first half of 2020 
when borders closed and international travel was 
curtailed. Quarantine orders and Covid-19 
transmission concerns also shut down booking 
demand. However, business activity started 
improving in the third and fourth quarter, even 
as international travel was limited. Interest in 
domestic travel climbed from people’s desire to 
explore new areas, and the flexibility of being able 
to work from home or anywhere allowed many 
to try out longer stays in new places. As 

vaccination rates increase and quarantine 
restrictions are lifted, Airbnb expects business to 
pick up in 2021 from pent up demand. However, 
it is also optimistic of how a paradigm shift that 
blurred the lines between travel and living at a 
new place catalyzed by the pandemic could 
support new growth ahead. It sees future new use 
cases for using Airbnb, such as living closer to 
family, working remotely and living 
nomadically.  

 

Financial and Operating Results  

The company reported Q4 revenue of $859 
million, a fall of 22% YoY as it recovered from the 
impact of the pandemic. This contrasts with a 
decline of 72% in Q2FY20 when quarantine 
measures were first put in place. Airbnb ended 
the year with total revenue of $3.4 billion, down 
30% YoY from FY19. Not surprisingly, the 
number of nights and experiences booked in 
FY20 also fell to 193.2 million from 326.9 million 
in FY19, resulting in total gross booking value 
(GBV) of $23.9 billion during the year, relative to 
$37.96 billion in the prior year. However, GBV 
per night and experience booked grew by 6.5% 
due to geographic mix as bookings mix shifted 
more to North America where larger entire 
homes have been in greater demand. Longer 
stays were also observed. Host and active listing 
numbers were stable in FY20 when compared to 
FY19 despite the challenges caused by the 
pandemic.  

 

In response to the pandemic, management 
worked to reduce costs and focused investments 
on projects that directly supported hosting. It also 
streamlined operations and removed 
overlapping functions and personnel, and moved 
to a centralized structure to reduce redundancy. 
The company also suspended performance 

LB•LOGIC We see the potential for 
deeper monetization and increased take 
rates as Airbnb enhances its services to 
hosts and guests in the future.     
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marketing, and tightened discretionary 
spending. As a result of it becoming more 
efficient, Q4FY20 adjusted EBITDA improved 
from the same quarter in FY19 even as revenue 
was lower. For FY20, adjusted EBITDA margin 
was -7.4%, compared to -5.2% in the prior year, 
despite revenue contraction, reflecting efficiency 
gains. Free cash flow was -$667 million during the 
year, a drop from $97 million in FY19. The 
company committed $250 million for hosts 
impacted by Covid-19 during the year and an 
additional $17 million for Superhosts. Airbnb has 
about $2 billion in long-term debt today, 
maturing in 2025.  

Product developments 

 

Airbnb added a new “Flexible Dates” feature 
on its platform during the quarter, enabling 
guests who are flexible with their trip dates to 
search for homes based on a broader time 
frame of a weekend, week, month. Earlier in 
the year, it also introduced its new online 
experiences product where hosts can lead a 
one-hour interactive activity with guests. 
Airbnb also launched a Host Advisory Board 
in October, made up of hosts from 14 countries 
that will provide input to shape investments in 
the Host community. The ideas will be funded 
from Airbnb Host Endowment. 

 

 

 

Outlook and Estimates 

Airbnb’s management, at its Q4 earnings call, 
painted an optimistic picture of how travel 
accommodation would change post pandemic 
and beyond to the company’s benefit. Broadly, 
the company’s internal data suggested pent-up 
travel demand, and many surveyed preferred a 
domestic or local destination. Airbnb also 
believes that more people would be able to work 
from home in the future on a more permanent 
basis, as the pandemic accelerated remote 
working. Many would have the flexibility to live 
nomadically, travelling to stay at new locations 
while subletting their current property, in turn 
driving new use cases, fresh listings and revenue 
for the company. The leadership also reiterated 
its focus on preparing for a travel recovery in 
FY21, while continuing to manage costs through 
further streamlining of its operations and 
spending prudently. It intends to implement 
new support tools for hosts, embark on more 
host education, recruit new hosts, and continue 
to improve the guest platform experience.  

 

 

 

 

 

LB•LOGIC Host and listing stability, 
along with financial support from Airbnb 
will ensure that it is prepared to recover 
well when travel demand resumes in FY21 
and beyond, even as it weighs on cash flow 
and profitability.  

LB•LOGIC Domestic travel expenditures 
in the U.S. has consistently increased in the 
low to mid-single digits each year pre-
Covid, reaching close to $1 trillion in 2019. 
80% of U.S. domestic travel is leisure 
travel, and Europeans spend 82% of their 
tourism budget in the region. As a 
significant part of ABNB’s revenue is 
derived from these regions (~80%), we 
think this sets up the company for a good 
recovery and growth ahead post 
pandemic, especially with new use cases 
and more listings.    
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U.S. Travel and Tourism (Source: UStravel.org) 

 

 

Management did not provide specific guidance 
for the quarter ahead or for FY21. However, it 
anticipated that operational metrics like Nights 
and Experiences Booked and Gross Booking 
Values will increase in Q1FY21 over the prior 
year. Revenue growth is also projected to 
improve from Q4 FY20. The company also 
expects to make progress in expanding its 
adjusted EBITDA margin in 2021, while 
balancing out investments and expenses.   

 

 

 

 

û COMPANY MANAGEMENT 
Brian Chesky is the co-founder and CEO of 
Airbnb. He started the company when he was 
living in San Francisco in 2007, and has helmed 
the company since inception to become the multi-
billion dollar company that it is today. He has 
expanded Airbnb to more than 220 countries 
around the world. Brian’s background is in 
design, giving Airbnb its creative culture and 
community feel. He is a graduate of the Rhode 
Island School of Design. 

Airbnb was started in 2007 by Brian Chesky and 
Joe Gebbia when they offered three airbeds and 
breakfast in the living room of the duo’s San 
Francisco apartment. The company was called 
AirBed & Breakfast and its platform 
Airbedandbreakfast.com was launched in 2008 
soon after Nathan Blecharczyk joined the firm. 
The platform gained traction quickly, and in 2011, 
the company made its first international 
expansion in Hamburg, Germany. It also 
acquired several businesses for their technology 
or market share in certain regions and categories 
of accommodation offerings. For example, 
Airbnb purchased HotelTonight in 2019 for $400 
million, an app marketplace that lists last minute 
hotel deals in an area. In 2019, Airbnb was valued 
at $35 billion. It went public in December 2020. 

LB•LOGIC The pandemic also accelerated 
operational streamlining for Airbnb, 
creating a leaner, more efficient business. 
We see Airbnb becoming profitable on an 
adjusted EBITDA basis soon. Management 
expects the company’s long-term adjusted 
EBITDA margin to reach 30% or greater. 
We further believe a normalized ROIC for 
the company to be high in the 20-30% 
range.  
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The company is headquartered in San Francisco, 
California.  

 

û COMPETITIVE ENVIRONMENT 
Airbnb operates in a highly competitive and 
fragmented landscape against online travel 
agencies that offer travel accommodation (such as 
Booking Holdings’ brands, Expedia Group, 
Trip.com Group, Meituan Dianping, Fliggy, 
Despegar etc), internet search engines (e.g. 
Google and Baidu), and other property listing 
and experience booking platforms (e.g. Viator, 
Klook, Traveloka etc). Many of its competitors, 
particularly online travel platforms have 
acquired and consolidated over time to expand 
their market share and penetrate new geographic 
regions – a strategy that Airbnb is using itself. 
While most platforms offer a broad range of 
accommodation types, including private homes, 
the majority of its marketplace offerings are 
professionally owned and managed e.g. hotels, 

and cater to business and leisure travelers. Airbnb 
differentiates itself through its unique 
specialization in private homes and 
accommodations, marketing a more personal 
experience and connection between guest, host 
and the destination. It has established a strong 
brand name in the alternative travel 
accommodation segment.  

 

Airbnb is also a leading platform in travel 
accommodation booking, and likely the top 
player based on number of listings and bookings. 
Its closest competitors like Expedia Group and 
Booking Group have majority of their gross 
bookings from hotels. Expedia has its Vrbo 
(previously HomeAway) brand that has 2 million 
vacation rental/home listings, compared to 
Airbnb’s more than 7 million, and Booking.com’s 
6.2 million. 

 

 
Gross Bookings Comparison in 2019 (Source: Business of Apps) 
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û TREND ANALYSIS: 
VALUATION

Airbnb’s has trended high since its IPO in 
December, relative to peers in the same industry. 
Investors are optimistic of a travel recovery in 
2021, and Airbnb’s strong competitive position 
to perform well in the market. At a forward P/S 

ratio of 22.0x, we think ABNB’s valuation is 
expensive and priced to perfection, risking a 
multiple contraction in the near term if sales 
performance do not meet lofty expectations from 
investors. 

 
 

 

LB•LOGIC Although competitive, the 
travel accommodation market is massive 
and can include many players. Airbnb’s 
strong brand name and scale positions it 
well to increase its market share as travel 
resumes and new use cases emerge from 
the pandemic. The company was also 
growing at more than double the growth 
rates of its closest competitors before the 
pandemic.  
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û CONCLUSION / 
RECOMMENDATION  

After an impactful year from the pandemic, we 
believe travel is on track to recover gradually in 
FY21. As a leading platform for alternative 
accommodation bookings with a strong brand 
name, large user base and extensive range of 
properties, we think Airbnb is well-positioned 
to capitalize on pent-up travel demand from the 
pandemic year. Moreover, much of its business 
is in regions where domestic travel 
opportunities and interest is strong. Looking 

further ahead, new use cases and increased 
penetration and reach into new communities 
and regions brought on by the pandemic will 
likely support momentum for the business, 
along with resumption of travel to more 
popular destinations. International expansion is 
also another opportunity. Recent restructuring 
and cost optimization initiatives are also for the 
long-term, driving margin improvements, and 
the company has been making progress to 
become profitable. We rate ABNB a “GREEN 
LIGHT”. 

n Stock Chart for Airbnb Inc. (ABNB) 

 

 
Fwd. Revenue 

Growth (%) 

Revenue Forecast 
(Millions USD) 

Fwd Gross 
Margin (%) 

Forward P/E Forward P/S 
Airbnb Inc. (ABNB) 40% 4,728 75.8 - 22.02 
Booking Holdings (BKNG) 37.8% 9,367 100.6 49.98 9.48 
Expedia Group (EXPE) 41.6% 7,362 78.8 185.00 3.06 
TripAdvisor Inc. (TRIP) 43.9% 869.2 90.5 160.74 6.78 

Despegar.com Corp (DESP) 215.2% 370.7 44.9 - 2.13 
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n Performance Data 

n Valuation Data  

A word about First Focus: These reports are meant to be produced quickly, giving our Portfolio Manager the 
information he needs to make an investment decision in a short timeframe.  This report is produced the first time 
one of our analysts researches a particular company.  The “First Focus” is the method by which we determine 
whether a name is worthy of further study in future earnings reports.  You will notice the “Traffic Light” at the 
top. This is a scale indicating the likelihood that we follow a name in future quarters, with the intention of producing 
a rating of Buy/Hold/Sell after we study the company further. “Green Light” means we will definitely do more 
work on this company. “Yellow Light” means we will add the ticker to our list, for coverage if we have the research 
capacity. And “Red Light” means there is no chance we will continue coverage. 

By making these reports public, we intend to give the broader investing community a window into the Left Brain 
investment process.  Since many of the names we cover lack Wall Street research, sometimes these “First Focus” 
will be some of the only publicly available analysis on a particular stock/bond.   

We believe that even our rapid-fire reports on certain names will provide great value for the reader.  Given the time-
sensitive nature of First Focus, these are raw, unfiltered documents.  You may see a typo here or there, or perhaps 
a note from an analyst written directly to our PM, Noland Langford.  That is all part of the process. 

The methodology here is the analyst reads the most recent 1-2 earnings calls, along with the Management 
Discussion & Analysis section of the most recent Annual Report, along with compiling the key quantitative metrics 
that we value most at Left Brain.  The result is a short report that gives us just enough information to take a position 
in securities where time is of the essence: sometimes the market doesn’t give us enough time to consider every angle 
before we take action. We hope you find these previously “internal use only” documents useful in your 
understanding of the investment markets. 

 2015 2016 2017 2018 2019 2020 

RETURN ON INVESTED CAPITAL (%) N.A. N.A. - - -24.4% -115.3% 

GROSS MARGIN (%) N.A. N.A. 74.7% 76.3% 75.1% 74.1% 

EARNINGS (MILLIONS USD) N.A. N.A. -70 -17 -674 -4,585 

YoY Earnings Growth (%) N.A. N.A. - 75.9% -3,899.6% -579.9% 

REVENUE (MILLIONS USD) N.A. N.A. 2,562 3,652 4,805 3,378 

YoY Revenue Growth (%) N.A. N.A. - 42.6% 31.6% -29.7% 

GROSS BOOKINGS VALUE (MILLIONS USD) N.A. N.A. 20,975.3 29,440.7 37,962.6 23,896.9 

 2015 2016 2017 2018 2019 2020 

SHARE PRICE (USD) N.A. N.A. N.A. N.A. N.A. 150.99 

SHARES OUTSTANDING (MILLIONS) N.A. N.A. N.A. N.A. N.A. 599.2 

MARKET CAP (MILLIONS USD) N.A. N.A. N.A. N.A. N.A. 87,962 

PRICE/SALES RATIO N.A. N.A. N.A. N.A. N.A. 26 
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DISCLAIMER: This Report is provided for informational purposes only and is prepared without regard to 
the investment objectives, financial situation, or needs of any investor. The Report is not intended, and should 
not be relied upon, as a source of any investment recommendation, makes no implied or express 
recommendation to hold, sell, purchase or take any other action with regard to a security, and is not an offer 
or solicitation for the purchase or sale of the security that is the subject of the Report. Investors must exercise 
their own independent judgment as to the suitability of a security.   

Past performance is not indicative of future performance. The price of securities can and will fluctuate, and 
any individual security may become worthless. A high or favorable rating, rating outlook, gauge, or similar 
opinion is not indicative of future performance, and no user should rely on any such rating, rating outlook, 
gauge, or similar opinion to predict performance or potential for return. Future performance may not equal 
projected or forecasted performance or potential for return. All ratings and related analysis, as well as data, 
statistics, analysis and opinions contained herein are solely statements of opinion and are not statements of 
fact or recommendations to purchase, hold, or sell any security or make any other investment decisions.   

This report may contain “forward-looking” information that is not purely historical in nature. Such 
information may include, among other things, projections and forecasts. There is no guarantee that any 
forecasts made will materialize. Reliance upon information herein is at the sole discretion of the reader.  

THE REPORT IS PROVIDED ON AN "AS IS" AND "AS AVAILABLE" BASIS WITHOUT 
REPRESENTATION OR WARRANTY OF ANY KIND. Left Brain Investment Research LLC DISCLAIMS 
ALL EXPRESS AND IMPLIED WARRANTIES WITH RESPECT TO THE REPORT, INCLUDING, BUT 
NOT LIMITED TO, ANY WARRANTIES OF ACCURACY, TIMELINESS, COMPLETENESS, 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE.  

The Report is current only as of the date set forth herein. Left Brain Investment Research LLC (LBIR) has no 
obligation to update the Report or any material or content set forth herein.      

For LBWM readers of this report: Please consult with your LBWM financial advisor to ensure that any 
contemplated transaction in any securities mentioned in this letter align with your overall investment goals, 
objectives and tolerance for risk. In addition, please note that Left Brain Investment Research LLC, through 
its wealth management affiliate, Left Brain Wealth Management, including its principals, employees, agents, 
affiliates and advisory clients, may have positions in one or more of the securities discussed in this 
communication. Please note that LBIR, LBWM, including its principals, employees, agents, affiliates and 
advisory clients may take positions or effect transactions contrary to the views expressed in this 
communication based upon individual or firm circumstances. Any decision to effect transactions in the 
securities discussed within this communication should be balanced against the potential conflict of interest 
that LBIR, LBWM, its principals, employees, agents, affiliates and advisory clients has by virtue of its 
investment in one or more of these securities. 

LBIR is an affiliate of Left Brain Wealth Management LLC, an investment advisor registered with the 
Securities and Exchange Commission. LBIR is an affiliate of Left Brain Capital Appreciation Fund, L.P., 
Left Brain Capital Appreciation Offshore Ltd, and Left Brain Capital Appreciation Master Fund, Ltd., all 
of which are hedge funds managed by Left Brain Capital Management, LLC. The general partner of these 
hedge funds, Left Brain Capital Management, LLC, is an affiliate of LBIR.  

© 2021, Left Brain Investment Research LLC. All rights reserved. Reproduction in any form is prohibited.

 

 


