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DISCLAIMER 
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut.  Hedgeye Risk 
Management is not a broker dealer and does not provide investment advice for individuals. This research does not constitute 
an offer to sell, or a solicitation of an offer to buy any security. This research is presented without regard to individual 
investment preferences or risk parameters; it is general information and does not constitute specific investment advice.  This 
presentation is based on information from sources believed to be reliable. Hedgeye Risk Management is not responsible for 
errors, inaccuracies or omissions of information.  The opinions and conclusions contained in this report are those of Hedgeye 
Risk Management, and are intended solely for the use of Hedgeye Risk Management’s clients and subscribers.  In reaching 
these opinions and conclusions, Hedgeye Risk Management and its employees have relied upon research conducted by 
Hedgeye Risk Management’s employees, which is based upon sources considered credible and reliable within the 
industry.  Hedgeye Risk Management is not responsible for the validity or authenticity of the information upon which it has 
relied.  
 

TERMS OF USE 
This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its contents are 
prohibited.  For more details please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use 
at www.hedgeye.com 

DISCLAIMER 



3  © Hedgeye Risk Management LLC. All Rights Reserved. 

THEN TRIP STARTED MOONLIGHTING AS AN OTA 

INSTANT BOOK (IB) ROLL-OUT DIDN’T GO WELL 
Keep in mind that the trends in both of the above charts were impacted by heightened Fx pressure from 1Q15-4Q15; that pressure 
largely abated in 1Q16, so on an FX neutral basis the deceleration in CBT revenue & Revenue/Hotel Shopper was much worse.  You 
already knew IB was a disaster; what’s more important is why 
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WHY INSTANT BOOK STUMBLED OUT OF THE GATES (2) 

TRIP WAS ALREADY GETTING THE OTA’S TAKE (VIA CPC) 
EXPE’s comment suggests that TRIP CPC is essentially a zero-margin channel, which means EXPE & PCLN (46% of TRIP’s revenue) 
were effectively bidding away their take to TRIP in the form of CPC leads.  Further, TRIP can only get a % of the OTA’s take with an 
OTA-IB relationship, but had to go farther down the funnel to get it.  In short, Lower Take x Lower Conversion = Down Revenues   

EXPE 4Q15 Earning Call: “And then to the extent that 
TripAdvisor rolls out Instant Booking more broadly…that could 
be an incremental headwind… could be 200 basis points to 
300 basis points [room nights]. But again, insignificant from 
the perspective of profitability” 

Metasearch Conversion Funnel 

Metasearch Leads 
(CPC ad clicks) 

OTA Bookings 
(Instant Book) 

Hotels 
Stays 
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BUT TRIP IS NOW ADDRESSING THE FIRST IB ISSUE 

WHICH SOMEWHAT ADDRESSES THE SECOND PART OF THE PROBLEM 
Instant Book is a cannibalistic product on a stand-alone basis since the bulk of TRIP’s IB inventory is coming from the OTAs (PCLN & 
EXPE).  TRIP is now deemphasizing IB’s prominence within desktop metasearch results, even when it is a comparable option.  If IB 
isn’t interfering with TRIP’s CPC product, then TRIP can start approaching prior CPC levels (pre IB). 

BEFORE TODAY 
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MOBILE MONETIZATION HEADWIND IS DISSIPATING 

MONETIZATION GAP ONLY MATTERS IF MOBILE MIX IS RISING 
TRIP’s problems with mobile are not so much the monetization gap, but has been a growing mix of mobile traffic.  If mobile mix 
flattens out, then it’s no longer a headwind.  In fact, Mobile could eventually become a tailwind if TRIP continues closing the 
monetization gap on static mobile shopper mix.  We’re not making that call; just saying that mobile may not matter this year 
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OPTION #2: CURB THE AD PRODUCT 

LISTENER CAP HAS WORKED BEFORE, BUT P MUST WAIT ON SPOTIFY FIRST 
The availability of the uncapped free option may be facilitating the user’s reluctance to pay.   P doesn’t have to implement an 
identical cap to 2013, but could selectively deploy (e.g. heavy users, certain geographies, etc)  
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 P ≈ AD-SUPPORTED MODEL 

USERS HAVE FAVORED THE FREE PRODUCT, SO P HAS FAVORED THE AD MODEL 
Nearly 90% of P’s listener hours favor the free (ad-supported) service.  There’s nothing wrong with an ad-supported model per se, 
but it’s a challenging model to run within this specific industry. 
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OPTION #2: CURB THE AD PRODUCT 

IF SPOTIFY IS FORCED TO CAP/CURB ITS FREE TIER, P CAN EASILY FOLLOW SUIT 
First, the user doesn’t have too many free mobile options anymore.  Second, There’s an added benefit of putting the few remaining 
free competitors at a disadvantage since most couldn’t afford to absorb the extra traffic.   

Mobile Competitor Notes 
 

1. Souncloud: Catalog consists mostly of music 
submitted by independent artists.   Interactive 
licenses may not cover non-interactive rights. 
 

2. iHeart: already  in financial stress ( junk rated 
debt), has to pay per track under both 
Webcast and Simulcast 
 

3. tunein: Simulcaster, likely pays per track 
 

4. Google Play: only Interactive, same as Apple 
Music, Amazon, etc. 
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Criteria for Advertising with YELP 

1. Affordability: Minimum cost $3,600 annually 

2. Retail: vs. B2B 
 

Composition of US Market (27M Total Businesses) 

1. Affordability: 75% earn < $100K in annual revenue 

2. Retail: 47% are primarily B2B companies 

 

 

YELP’S ADDRESSABLE US MARKET… 

YELP’s audience is primarily retail (our survey suggests 70% of visitors use exclusively for restaurants).  
Further, most companies earn less than 100K, so YELP’s smallest ad program would be prohibitive. 

YELP ADVERTISING NOT ALL APPLICABLE TO MOST BUSINESSES 

DATA SOURCE: CENSUS,  COMPANY REPORTS (27 TAM ESTIMATE FROM YELP MAY 2012 INVESTOR CONFERENCE PRESENTATION) 

YELP Estimate for  
US Local Business 

Opportunity  
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TAM MUCH SMALLER THAN IMPLIED 

We pulled the Census data where YELP is getting its TAM estimate, and we filtered it by companies with more 
than 100K in revenue and those that cater to YELP’s retail audience.  3.4 million is still optimistic. 

27 MILLION…OR A BEST-CASE 3 MILLION 

DATA SOURCE: CENSUS.GOV 

? 
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YP.COM IS A PIPE DREAM 

YELP has implied that YP’s account base is the low-hanging fruit.  Yet, the breadth of YELP’s offering is far 
more limited, and often more expensive; meaning its TAM is considerably smaller 

FEWER PRODUCTS – B2B EXPOSURE + HIGHER PRICE = SMALLER TAM 

DATA SOURCE: YELP FILINGS, COMPANY WEBSITES 

YELP 

YP.com DXM 
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