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July 30th, 2019

Assessment 

Fairly Valued
Fair Value Estimate 

$2026 - $2346
Price  

$1919.55
Enterprise Value 

$93.3bn
Moat Category 

Reinvestment Moat

Consider Buy Price 

$1519 - $1760
Economic Moat 

Narrow
Stewardship Rating 

Exemplary
Market Cap 

$84.8bn
Moat Type 

Network Effect, BrandBooking Holdings (BKNG)

• What does it do: “Booking is the world’s largest 

online travel agency by revenue, offering booking 

services for hotel and vacation rooms, airline tickets, 

rental cars, restaurant reservations, cruises, 

experiences, and other vacation packages. The 

company operates a number of branded travel 

booking sites, including Priceline.com, 

Booking.com, Agoda, OpenTable, and 

Rentalcars.com, and has expanded into travel media 

with the acquisitions of Kayak and Momondo. 

Transaction fees for online bookings account for the 

bulk of revenue and profits.” (Source: Morningstar) 

• Beginning 2006, EVA production has grown steadily 

every year. Capital base has expanded as BKNG has 

acquired several businesses through the years. 

• BKNG’s EVA margin has dropped slightly since 

2013, but has remained above 20%, with a recent 

upswing. EVA momentum figures have almost 

always been in the 95th percentile or above, with the 

exception of 2015. 

Source: www.evaexpress.com

http://evaexpress.com
http://evaexpress.com
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09 2018 Notes

Revenue 2338m 14,527m 22.5% CAGR

EBIT 471m 5341m 31% CAGR

Gross margin 54% 100% They have reclassified all 
expenses as operational.

EBIT margin 20% 37%

Net margin 21% 28%

Basic shares out 42m 47m

Assets 1834m 22,687m

Equity 1322m 8785m

Intangible+Goodwill 523m 5035m

ROIC - T-Model 109% 46%

ROIC - EVA 41% 21%

EVA Spread 31% 14%

Past 10-year performance metrics
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Industry observations

• Booking Holdings is an online travel agent (OTA) 

and the most significant player by revenue in the 

Global Travel Agency Services (GTAS) industry. 

• The GTAS industry revenue is estimated to be 

$300b. Services provided include travel, airline, 

cruise and accommodation bookings, along with 

car rentals and other related services. The 

industry consists of online and brick-and-mortar 

booking agents. Online agents, as expected, 

have started to play a much more significant role 

and will continue to do so. 

• The industry is linked with several demand-

drivers. The bottom line - demand for travel 

services is high when disposable income levels 

are high. Consequently, all the factors that lead to 

rising disposable income would be beneficial for 

the GTAS industry. Tourism travel increases when 

more people can afford it. Business travel 

increases when the global economy is thriving. 

International travel, specifically, is also affected by 

movements in relative exchange rates between 

countries, as it directly affects the cost of travel. 

Wars, increasing geopolitical tensions, terrorism 

activities, fears associated with the spread of 

diseases - all negatively influence travel demand. 

• Technology has noticeably impacted the GTAS 

industry, namely the introduction of OTAs like 

BKNG. Their services have made it easier and 

cheaper to make travel arrangements. BKNG calls 

itself a technology company at its core - stating 

their role in the global travel ecosystem is to 

build the technology that helps take the friction 

out of travel.

Source: www.ibisworld.com

http://www.ibisworld.com
http://www.ibisworld.com
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Qualitative observations

• BKNG has the most extensive network of hotel 

properties in the world - driving an increasing 

customer base. The company purchased 

Booking.com in 2005 and proceeded to promote 

it aggressively. It quickly gained popularity by 

allowing travelers to pay at checkout. A growing 

number of hotels signed up onto the platform, 

which further drove customer traffic creating a 

powerful network effect at a time when no other 

competitor was operating on an agency model. 

• The element of trust between customer and OTA 

is vital, and it takes time and money to build 

long-lasting connections. BKNG has been able to 

create a brand that represents assurance, 

reliability and ease-of-use. 

• BKNG’s understanding of consumer behaviour 

improves with time. Data is king, and 

accumulated intelligence gives BKNG a 

competitive advantage.

2008

2018

BV = 699m

ROIC = 16.1%
IC/sh = $30.85

BV = 8,785m

 ΣCash Returned = 14,135m

ΣNOPAT = 19,894m

ΣAcquisitions = (4,012m)
ΣFCFE = 29,015m

ΣBuybacks
=

14,135m

BV/sh = $17.78

BV/sh = $185.16

△BV = 8,086m

△BV/sh = $167.38

Total (in $mm) = ̗BV + ΣCash Returned
Total (in $mm) = 8,086m + 14,135m = 22,221m

$Per share = ̗BV/sh + Dividend/sh
Per share b= $167.38 + 0 = $167.38

Date: July 30th, 2019

All figures in USD millions, except per share

The Berkshire Cow - Measuring Economic-Value Creation

Rev/sh = $47.96
ROIC = 46%
IC/sh = $179.70

Rev/sh = $306.18

ΣDividends
=
0

ΣGrowth Capex = 951m

Ticker: BKNG

ΣN
et

 R
e-

In
ve

st
m

en
ts

 =
 (7

72
m

)

Σ̗in Non-Cash WC = 2,289m

ΣMaint. Capex = ΣD&A = 2,431m

ΣChanges in Debt, Net = 7,315m
+
ΣAfter-Tax Debt Service = (680m)

$1 in BV per share grows to $10.41 in 
Economic-Value per share.

WACC = 8%

Economic-Value Creation

20% of NOPAT
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Wide Moat Checklists

Competitive Strengths Does BKNG 
have it? Evidence

Product/service is needed or 
desired (and will continue to do 
so)

. Customers will need Booking’s websites to remove more friction 
from travel experiences.

Product is perceived by its 
customers to have no close 
substitute

.  

 

Expedia is a direct competitor, offering similar booking services. 
Other meta-searches available too, e.g. TripAdvisor. 

However, Booking holds the most number of properties across 
all its brands.

Product is not subject to price 
regulation

. There is little government regulation with regards to price in the 
industry. 

Strong barriers to entry . 1) A network so extensive is difficult to replicate for a new 
entrant. A competitor would need substantial human capital 
to build relations with hotels and gather data. Significant 
investment in advertising would be required to gain user 
traffic and to provide 24/7 customer service. State of the art IT 
and data center infrastructures would be essential.  

2) The element of trust between customer and OTA is vital, and 
it takes time and money to build long-lasting connections. 
BKNG has been able to create a brand that represents 
assurance, reliability and ease-of-use.  

3) BKNG’s understanding of consumer behaviour improves with 
time. Data is king, and accumulated intelligence gives BKNG 
a competitive advantage. 

Loyal customers . Customers look for maximum availability of hotels, excellent 
customer service, a flawless website and reliable customer 
reviews. But most of all, they look for the cheapest deal. BKNG 
holds no pricing power, and customers have no trouble 
switching to a competitor’s platform for a better deal.

Low risk of technological 
obsolescence

. Booking is a tech company at its core and is always at the 
forefront of technological advancements in the industry. It has a 
low risk of technological obsolescence. 
Traditional travel agents - beware!

Abundant growth possibilities . As emerging nations become more politically, economically and 
socially stable, with increasing disposable incomes and better 
health systems in place, business and leisure travel is expected to 
rise. This in turn will increase the number of hotels, which results 
in more demand for Booking.

Limited capital requirements . Business is not particularly capex intensive, however Booking is 
an acquisitive company and will likely increase its capital base.

Significant and growing free 
cash flows (and EVAs)

. Booking is very well positioned to control more market share, 
specifically as the market continues to expand, and will likely 
grow EVA in the future.


