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Introduction

OVERVIEW

The company was founded in 1997 by Jay
Walker under the name Priceline.com,
which achieved success as a hotel and
airline booking site, mainly thanks to the
innovative “Name Your Own Price” (NYOP)
system, which involves a sort of reverse
auction in which it is not the seller who sets
a price for the goods being traded but the
buyer who suggests an offer, which can be
accepted or not by the seller. The system
works and only a year later, in 1998,
Priceline.com goes public with an IPO and
reaches a capitalization of 12.9 billion
dollars on its first day, breaking the record
for value achieved on the first day of
trading. It will be necessary to wait until
2001 before the company produces profits.
In 2003, after a new CEO takes office, the
company decides to put aside the NYOP
system and enter the traditional retail
sector. It was during these years that two
European hotel booking sites were
acquired: ActiveHotels.com and
Booking.com, giving rise to what would later
become the driving force of the Group's
business (now called The Priceline Group),
also expanding into Asia with Agoda.com
(also for hotel bookings).

Over the years, the Group has continued its
expansion strategies by acquiring sites such
as Rentalcars, KAYAK and OpenTable,
gaining international prestige and entering
the American S&P500 index. In 2016, Glenn
Fogel became CEO and President of the
Group, while Jeffrey H. Boyds, his
predecessor, was elected Executive
Chairman of the Board of Directors. In the
following years, the Group pursued both
geographic expansion policies, acquiring
numerous leading companies in their
respective countries in the travel and
transport sector, and at a business level,
incorporating and rationalizing its network
to exploit synergies with other types of
businesses (for example, OpenTable,
originally designed for restaurants, is also
used for supermarkets). In 2018, the Group
changed its name to Booking Holdings, with
Fogel holding the role of CEO and President.
In 2020, the Group generated $880 million
in EBITDA, obviously reduced in the years to
come due to COVID. Current development
plans focus on ESG and gender equality
aspects.
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Business Model

Booking Holdings’ business model is based
on the activity of facilitating interaction and
exchange between travel service providers
and travellers through an electronic
platform. Revenues are divided into three
main macro-classes, depending on the type
of service offered by the Group:
Intermediation revenues, Agency revenues
and Advertising revenues.

Brokerage revenues
constitute the majority of the Group's
revenues, which it earns through
commissions on bookings made through its
platforms (Booking.com, Agoda.com,
KAYAK, etc.) and through a difference
between the price proposed by the hotel
and the price paid by the customer. In
addition, revenues from travel insurance
policies are also included in this item. It
should be noted that the vast majority of
these revenues come from Booking.com

Agency Revenue
are all those revenues related to
intermediation and facilitation of contact
between traveler and host, with the
difference compared to the intermediation
revenues that in agency revenues the Group
does not provide an integrated payment
system. They mainly derive from
Booking.com

Advertising revenue
They mainly come from KAYAK and
OpenTable and are all those revenues
linked to the sponsorship of restaurants or
references at travel agencies, as well as the
classic advertising banners visible on
various websites.

Going into the specifics of the main sites
owned by the Group, these are essentially
three:

Priceline
is the first idea of ​​the founder Jay Walker,
which comes from the fact that airlines
could only fill two-thirds of each flight and
that the number of empty rooms in hotels
was very high. A change of perspective was
necessary and Walker thinks that a market
in which demand regulates transactions can
be successful. And so it was. Through the
bidding mechanism called Name Your Own
Price (NYOP), the user could establish the
price he was willing to pay for that service,
managing to maximize the rate of utilization
of the infrastructure for both hotels and
airlines. Priceline operates mainly in North
America.
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Business Model

Booking.com
is the Group's flagship. The idea is to
do online what was previously done by
travel agencies, with consequent cost
reductions and shorter organization
times.

Agoda
Similar to Booking.com, Agoda is the
industry leader in Asia.

Kayak
is a real travel search engine, which
compares offers and products with
other options available on the web
and then redirects the user to the
service provider, which could be an
airline or a third-party retailer.
Indexing works in a very similar way to
classic generalist search engines.

OpenTable
the site allows you to book restaurants
directly from the web, without having
to contact the restaurant owner or
show up on site. The site retains a
percentage of the reservations and
receives money in exchange for
greater visibility for those who want to
sponsor it.

A key focus for the Group in managing
the various platforms is branding.
Each brand is strongly characterized
both graphically and in terms of
offering, ensuring that the various
businesses are clearly identified and
separated from each other, despite
there being clear synergies between
some of them. A clear and clean image
of each brand is crucial to ensure
abundant and constant cash flows in
the future.
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Management

Quality of management
The management of Booking Holdings is
composed of four figures who have
allowed it to establish itself as a global
leader in the online travel booking and
related services sector, and are
represented by the CEO, the General
Counsel, the CFO and the CHRO. The
CEO since 2017 is Glenn Fogel, a
graduate of Harvard Law School after
obtaining a Bachelor's degree from
Wharton University (Pennsylvania).
Before joining the company, he worked
as a trader in a global asset management
company and before that he worked in
investment banking with a focus on the
aviation sector. The experience acquired
allowed him to lead the Group in the
strategic acquisition operations of
Booking.com, Kayak, OpenTable,
RentalCars.com and Agoda.com under
the role of Head of Worldwide Strategy
and Planning. The other members of the
executive management are Peter J.
Millones Jr. (General Counsel), Ewout
Steenbergen (CFO) and Paulo Pisano
(CHRO).

Compensation and share ownership
In 2024, the compensation plan for
executive management has changed, in
particular with regard to the bonus
awarded which has been capped at
200%.

 and the redistribution of the equity mix
from 75% PSUs and 25% RSUs to 60% and
40% respectively and reflects the
Committee’s view that the majority of
shares should be tied to performance in
contrast to the trend of peers who have an
average relative equity mix of
approximately 50/50. In 2023, stock-
compensation was less than 0.7% on
stockholder dilution, positioning itself in the
bottom quartile of their peers. Stock-based
compensation weighs approximately 87% of
the total compensation received by
executive management. In 2023, total
compensation for executives was $92.8m,
marking a growth of 56.5% compared to the
previous year, mainly supported by an
increase in stock-based compensation of
approximately 65.7% compared to 2022.
This growth is mainly explained by the
increase in EPS between 2022 and 2023,
from $76.7 to $119 (approximately +55%).

Internal shares at 2023 are equal to 549,953
(sum of unvested RSUs, unvested PSUs and
employee stock options) and represent
1.58% of the outstanding shares at 2023
(equal to 34.73M), up 0.17% compared to
2022 data.
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Management

The succession of acquisitions made by the
management seems to follow a very clear
strategic line. Priceline was born as a site
that promotes a pricing policy to the
advantage of the customer, who will
therefore end up paying less. The
acquisitions of TravelWeb and ActiveHotels
in 2004 and Booking.com in 2005 have
established the line defined by the
leadership: to focus on network
externalities (the so-called network effect).
By managing to acquire all similar
companies, the Group has managed to
consolidate its presence in the world (in
reality, in Europe since Booking.com was
the largest European site). The combination
of Booking and TraverWeb proves to be a
winning one and the group manages to
overtake Expedia, a historic competitor.
From here, the product synergies lead to
complementary products. Rentalcars.com,
KAYAK and OpenTable are acquired:
providing ancillary services to those offered
by Booking.com allows to increase
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 the offer and offer a complete service,
almost an integrated platform that allows
you to manage every aspect of the trip.
Finally, international expansion has been
the driver in the acquisition of Agoda, a
leader in booking hotels, hostels and
apartments in Asia. In the future,
management could focus on the markets of
India and China, still poorly served by the
Group and with very valid competitors.
A further consideration on management
can be made in terms of attention to social
and ESG issues: the Group has been
awarded several times in this respect and
has implemented concrete awareness
initiatives on the topic. Just think of the
collaboration with the Duke of Sussex in the
launch of Travalyst (a sustainable travel
platform), the awards received from Forbes,
the fact that 38% of the Board is made up of
women and since 2020 the Group has
become carbon neutral in all its brands.



Sector

The sector in which Booking
Holdings operates is clearly travel,
but we must not overlook the digital
component that it drags along. It is
no coincidence that the Group itself
identifies competitors in its 10k
report with companies such as
Alphabet and Netfilx, both of which
are strong indicators of the general
trend of the digital economy.

The travel sector is booming,
especially following the collapse of
the years 2020-2022 which saw the
turnover practically zero due to the
restrictions caused by the ongoing
pandemic. In 2019, the global
tourism market accounted for 10.3
trillion dollars (10.4% of global GDP)
and estimates for the years to come
see 2024 at 11.1 trillion and 2034 at
16 trillion (10% and 11.4% of global
GDP respectively). The macro-trends
underlying these figures are mainly
two: a greater interconnection of
countries and people which
highlights a greater need for travel
and the development of countries
that are currently unable to
guarantee their citizens incomes
sufficient to be able to afford to
travel but which in the years to
come will have an ever-increasing
spending capacity. The number of
travellers has been growing steadily
since the 1950s and reached 1.65
billion international arrivals in 2020.
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Sector

2020 marked a peak of only 406
million arrivals, but the trend is
currently growing strongly and has
returned to pre-pandemic levels. In
addition, the travel sector is driven
by the United States, China, Europe
and Japan, which are also the largest
sources of income for the Group.

As for the digital sector, the
pandemic has instead been a driver
of development. The post-COVID
world is more interconnected than
ever, many activities that were
previously done in person are now
almost entirely online and the stock
market indices for companies
operating in the digital sector are
constantly growing. For example,
the recovery of cinemas is strongly
threatened by the services offered
by web streaming platforms such as
Netflix and Amazon Prime. Booking
Holdings, holding a portfolio of
websites that offer services that aim
to facilitate operations by leveraging
the digitalization of the service itself,
can clearly benefit from this macro-
trend.
The travel sector is therefore in
strong recovery and growth after a
dark two-year period (2020-2022),
but estimates are particularly
optimistic for the future.
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Market Shares

The Group is the most important
player in the world since it holds in
its portfolios the leading platforms
of the market in the major
countries, namely the US, Europe
and Asia. Booking Holdings boasts a
turnover of 21.37 billion dollars. In
second place is the Expedia Group,
with about half of the revenues of
Booking: 12.8 billion dollars.
Overall, the sector is very
concentrated as the top five players
(Booking Holdings, Expedia Group,
Airbnb, Trip.com Group and
Tripadvisor) cover approximately
94% of the market share. Booking
Holdings alone covers more than
38.5% of the market, making the
Group the undisputed leader in the
online hotel and travel booking
sector. An interesting fact is the
economic effort that the Group is
putting in to maintain this market
share: in 2023, almost 7 billion
dollars were spent in marketing
expenses alone, even if Expedia
spent slightly more. Beyond that,
the Group is certainly the largest
exponent both in terms of the
amount of money invested and in
terms of cash flows and number of
bookings made.
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Porter's Five Forces

EXTERNAL ANALYSIS

3. Bargaining Power of Suppliers

The bargaining power of suppliers is limited,
to the point that they often find themselves
having to use the services offered by the
Group in order not to be excluded on the
market. Competition between suppliers is
high (for the same level of comfort offered)
and this greatly limits the possible
restrictions that suppliers (i.e. the hotel
owners in the case of Booking.com) can
impose on the platforms.

4. Bargaining Power of Customers

The bargaining power of customers is
generally low since the customer does not
negotiate on the price offered. However, it
is important to note that in an era where
social networks are accessible to everyone
and actions that disrupt competition and
the market are pursued not only by local
legislation but also by public opinion with
mass actions (especially if the business is
digital), the bargaining power held by
customers should not be overlooked.
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1. Rivalry between Existing Competitors

Rivalry between existing competitors is high,
especially given the ease of access to the
various services by users and the ease of
developing a platform with capabilities at
least comparable to those that represent the
current standard. The services offered by
Booking Holdings are very similar to those
offered by Airbnb, Tripadvisor, Trip.com, etc.

2. Threat of New Entrants

The barriers to entry in the sector remain
high mainly due to the network effect (also
known as network externalities), which
consist in the fact that the customer base is
already large and the fact that everyone
uses it limits the ability to change platforms.
In fact, if all hotels are listed on Booking.com
(for example), a customer who wants to
book a hotel will not be able to avoid using
the service. Furthermore, a key asset in the
online shopping sector (especially if sporadic
high-value purchases such as travel) is
reputation, which is built over the years and
with huge investments to cover the damage
due to physiological accidents along the way.
Booking Holdings currently enjoys an
excellent reputation and trust from its
customers, who are particularly loyal,
making it very difficult for new entrants to
enter the sector.



Porter's Five Forces

EXTERNAL ANALYSIS

10

5. Threat of Substitute Products

Substitute products in and of themselves
are not particularly dangerous because
there are currently no great opportunities
for development in terms of service offered
but rather volumes handled. Therefore,
substitute products should be identified in
the innovation that the two-year period of
COVID has brought to the world of work
and business travel: smart working and
videoconferencing are a substitute product
for travel and as such can seriously
undermine the prospects for growth and
stability of the Group's financial flows.



Competition

The competition is played out at the cost
level: all the major players in the sector aim
to offer the best service at the lowest cost,
with advertising banners in which they
make it clear that (sometimes) there is no
surcharge on the booking charged by the
platform (in reality it will be the platform
itself that will recover the cost from the
operator by asking for an agency
commission to be recognized). The
competition is, therefore, downwards on
the price. The main competitors are the
Expedia Group (which shares many
businesses with Booking Holdings: from
hotels to airline tickets, as well as ground
transportation and car rental), the Airbnb
housing platform (even if it is not strictly a
hotel sector, but rather private homes or
small bed and breakfasts run by private
individuals and not necessarily
professionals), the Trip.com platform, the
Tripadvisor platform (which also offers
services that overlap with the restaurant
business offered through OpenTable).

While it is true that price competition
usually makes the industry very competitive,
it is also true that Booking Holdings enjoys
very large economies of scale. The Group
competes with Airbnb in the private short-
term rental sector (BnB, single rooms, etc.),
while it shares the hotel and travel business
with Expedia and Trip.com. Although
market leadership seems established, the
growth of the Expedia Group in recent years
should not be underestimated: the trend
must be maintained with constant
investments in innovation, security and
communication, as well as obsessive
attention to the customer.

11



SWOT

Booking Holdings is distinguished by a
strong and established portfolio of brands,
including multiple related services. With
brands such as Booking.com, Agoda and
Kayak, it covers a wide range of travel
needs, from accommodations to flights and
personal vehicle rentals. Personalized
experiences are guaranteed through the
use of high technology and data analysis
capabilities: highly diversified models are
offered to the customer, who can customize
their trip thanks to the variety of offers
available. Booking's significant market share
and reputation allows it to negotiate
favorable terms with suppliers, maintaining
high levels of customer loyalty.

Operating in a cyclical market, its heavy
dependence on the travel sector makes it
vulnerable to fluctuations due to economic
problems, pandemics (such as the recent
Covid pandemic, which has seriously
affected the sector) or geopolitical events
(such as the RUS/UKR war). The extensive
presence of competitors can threaten the
company's operations. Another significant
issue to consider is that attributable to
regulatory changes in international laws,
which could cause complications. Finally,
the significant dependence on technology
could lead to problems in the event of data
breaches or technical difficulties.

Recent studies have highlighted that
artificial intelligence (AI) is the main area
with the most emerging innovations in the
next two years globally in the hotel industry.
Therefore, by investing in AI and machine
learning, the company would be able to
improve personalized travel experiences
and efficiency. The rise of sustainable travel
offers another opportunity to exploit in the
years to come, as ESG has also emerged as
one of the main emerging innovations.

As for what could represent a possible
threat to the holding, we have a curious
factor that can be traced back to the post-
Covid pandemic situation: the phenomenon
of smart working. Workers are now skilled
in remote working methods, which allow
them to easily collaborate with other people
around the world without having to leave
their home setup. For this reason, people
no longer feel the need to travel to reach
clients or colleagues to do their work. This
can have a great impact on the market in
which Booking Holdings operates.
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Income Statement

The sales revenues of the various platforms
owned by Booking Holdings are constantly
growing, net of the results obtained in the
two-year period 2020-2021 which inevitably
discounts the devastating impact of the
pandemic on the travel sector. 2023 closes
above 21 billion dollars, divided fairly
equally between agency and intermediation
revenues, leaving only about a billion for
advertising or other sources. It is interesting
to note how the trend has reversed
compared to previous years, when the
predominant component was given by
agency revenues (in 2024, intermediation
revenues are the main component). From a
cost point of view, the Group spends about
6.7 billion dollars on marketing: it is the
largest cost item, which is also quite
understandable since the travel sector is
mainly aimed at the end user. Personnel,
sales, general and administrative expenses
amount to about 7.5 billion, which leads to
an EBITDA of 6.3 billion. It emerges that the
profitability from an operational point of
view is very good. The Group manages to
achieve a positive result. In addition,
depreciation, equal to 504 million dollars in
2023, is increasing compared to previous
years, signaling an increase in investments
that aims to produce greater income in the
years to come. Financial management is
good, with interest expenses amounting to
897 million. 

However, 543 million is the amount of
interest income and dividends received net
of losses on equity investments and
exchange losses. The net result of 4.3 billion
dollars suggests an encouraging future for
the Group, which improves the trend of
previous years and seems to have
recovered from the years of the pandemic.
The diluted EPS amounts to 117 dollars per
share, a figure that is growing compared to
previous years and that will grow in the
future due to the growing net income and
the decrease in shares in circulation due to
a large share buyback program. It should be
noted, however, that the estimates for the
near future are uncertain. Although in the
June quarterly results, analysts' forecasts
were beaten with an EPS of $41.90 against a
forecast of $38.20, the estimates for the
future were revised downwards. The stock
therefore suffered on the stock market with
a fall.
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Balance Sheet

15

Analyzing the assets first, the cash position
is obvious. A good 12.1 billion dollars in
liquid assets (cash and cash equivalents) are
available in the very short term, as often
happens in the retail sector thanks to the
short collection times (almost immediate
from customers). Even the receivables from
customers, net of the provisions for losses
on receivables, constitute a significant item
(3.2 billion). About half of this amount
derives from receivables claimed from
payment intermediaries, while the
remaining part is actually a receivable from
customers. The fixed assets are relatively
low. Intangible assets and goodwill
constitute the two main items. A
preponderant part of the balance of these
accounts is due to the acquisition of KAYAK
and OpenTable. In fact, the intangible assets
are mainly composed of brands and supply
contracts

and distribution, for a total of 1.6 billion at
the end of 2023. The total value of the
assets is over 24 billion dollars.
In terms of liabilities, financial debt amounts
to approximately $12.2 billion, leading to a
net financial position (financial debt - cash)
very close to zero. Current liabilities amount
to over $13 billion and include debt to
customers and various funds, as well as a
limited amount of short-term debt. In total,
liabilities amount to $27 billion, leaving
equity in negative territory (i.e. in deficit). In
fact, the amount of the shareholders' deficit
is approximately $2.7 billion, also following
retained earnings of $31 billion. This is due
to the fact that the group is buying back its
own shares at a value much higher than the
nominal value of the shares, holding them
on the balance sheet as Treasury Stocks.



Cash Flow Statement
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The Group's financial statement for 2023
reveals an excellent ability of the various
companies belonging to Booking Holdings
to convert income into cash flows and
money management. In fact, the cash flow
from operating activities is largely positive
and equal to over 7 billion dollars.
Furthermore, it is interesting to note how
this result is consistent over time (even the
forecast years show a positive flow from
operating activities). This result is due,
among other things, to a decrease in
accounts receivable and an increase in
operating liabilities, in addition to an
excellent net income of 4.2 billion dollars.
The investment activity also generates cash
(1.4 billion), especially thanks to the disposal
of the investments made upon maturity. As
regards financial management, this
amounts to almost -9 billion dollars.

 This result is mainly due to the share
buyback that has been ongoing since 2022
and which has intensified in 2023 (and will
intensify in the years to come until 2026).
The overall result is very good, with the
Group effectively managing liquidity and
managing to improve the payment and
collection conditions agreed with customers
and suppliers year after year. As evidence of
this, it can be noted that the payment days
are increasing and the collection days are
decreasing.



Profitability, Efficency and Financial Solidity

Profitability
Profitability trends in recent years inevitably
reflect the impact of Covid, which has
virtually wiped out revenues in 2020 and
2021. However, analyzing other years, we can
see that the trend is growing. This is due to a
constant increase in turnover over the years,
compared to a small change in total assets
(given that Booking Holdings' assets are
mainly goodwill and intangible assets). The
return on risk capital is good, but 2023 is
marred by the large divestment and buyback
of own shares. This clearly causes ROE to
skyrocket, but this is just an illusion. ROIC is
also good, settling around 15% on average,
slightly decreasing in recent years due to a
progressive reduction in invested capital.
Needless to say, in this case too, 2020 is the
result of a strong reduction in operating
income.

Efficiency
Asset turnover, defined as the ratio between
revenues and the average level of assets
between one year and the next, is constantly
growing. This trend is mainly due to the
increase in revenues (which have almost
tripled since 2014), rather than a reduction in
assets: in fact, total assets have still grown
over time, but have only doubled, going from
14 billion in 2014 to 24 billion in 2023. The
index is around 0.80 but in a decreasing
trend in the last two years.
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Profitability, Efficency and Financial Solidity

Financial Strength
The Current Ratio and the Quick Ratio,
defined respectively as the ratio between
current assets and liabilities and the ratio
between assets net of inventory and current
liabilities, coincide in this case since the
Group's inventory is zero. In any case, the
level of the index is decreasing but well
above 1, considered the threshold value. In
fact, current assets are approximately 1.2
times current liabilities in 2023, a sign that
the group is able to meet short-term
liabilities using current assets (easily
mobilizable).

The Interest Coverage Ratio compares
operating income net of depreciation (EBIT)
and interest expenses. The group has an
absolutely balanced financial leverage, as
can be seen from the high values ​​of the
index, which stands between 35 and 10.
However, it should be noted that this index
is constantly decreasing over time,
indicating greater recourse to debt (also
because, except for the two-year period
2020-2021, EBIT is constantly growing).

The Debt to Equity Ratio, which measures
the proportion of total debt to total assets,
also called leverage, remains positive and
around 1 for the period 2014-2017 (equal
use of debt and equity capital), and then
increases following a greater use of financial
debt. In recent years the ratio becomes
negative mainly due to the negative equity
resulting from the large buyback program
promoted by management.
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Multiples analysis

Valuation

A necessary premise is that the prospect of
comparable companies is flawed by the lack
of groups of equal size and turnover within
the sector. Furthermore, it was decided to
add a leading company in the digital sector
to give representation to the general trend
of the digital infrastructure market. Moving
on to the analysis of multiples, it can be
immediately noted that the EV/EBITDA
multiple (19.1x) is significantly lower than
the sector average (31.6x), as is the EV/EBIT
multiple. This may be due to lower growth
estimates compared to competitors, who
are generally much smaller. Therefore, the
market expects that competitors will grow
much more in the future and value this
growth. The Group, on the other hand, has
already reached a significant size, so its
growth will slow down. The EV/Sales
multiple (5.9x) is a different story, as it is
higher than the market average (4.4x): the
ability to generate income in a healthy and
profitable manner is well-valued by the
market. Turning to price multiples, Booking
Holdings' P/E ratio (25.2x) is fairly aligned
with the market (27.3x).
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Considering that the sector as a whole is
generally growing, it is a good sign that the
profitability of the stock is aligned with the
sector. A P/E multiple that is too low would
have suggested high earnings for modest
prices, a typical characteristic of mature
companies (the so-called cash cows).
Furthermore, since the P/E is the inverse of
the cost of risk capital for the company, a
multiple that is too low would mean that
shareholders demand a very high
remuneration. Another interesting piece of
data is the MC/FCF multiple, equal to 28.2x
and significantly higher than the market
average (13.8x): it means that Booking
Holdings manages to generate a cash flow
that attracts many more investors,
managing to increase the market
capitalization. The analysis concludes by
noting the high volatility of all indices due to
two reasons: the intrinsic uncertainty in the
market due to the general trend of the
world economy and the lack of comparables
of similar size in terms of turnover and
market capitalization. Therefore, the
exclusive use of a valuation method based
on multiples is not recommended and a
fundamental analysis is recommended
which has a predominant role in the
valuation.



DCF

WACC
To calculate the average cost of capital, the
10-year American bond (US10Y) was
selected as the risk-free rate, which has a
yield of 4.5% at the valuation date
04.09.2024. The country risk and the market
risk premium were calculated as a weighted
average based on the turnover of the
individual country risk premium and market
risk premium of the countries/geographical
areas. The beta was calculated as a
weighted average between the Bottom Up
method (40%) and its direct correlation with
the S&P 500 (60%). Finally, the cost of debt
was calculated as the historical average of
interest actually paid on the debt
contracted, year by year.
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DCF

Base Case
In the baseline scenario, moderate revenue
growth of 8% per year is expected for the
first few years, 10% per year from 2029 and
then reaching long-term growth of 2.00%.
This growth is consistent with both
quarterly reports and analysts' estimates.
This is a fairly conservative outlook,
considering that the average growth over
the last 9 years has been 16%, a number
that grows above 30% if the outlier years
between 2020 and 2022 are excluded. The
Gross Profit Margin is also assumed to be
constant at 86% (in reality, this hides growth
due to the fact that revenues grow over
time at a rate between 9% and 10%), a
choice that is considered optimal from a
prudential perspective. The same argument
can be made for the EBIT Margin: since the
group is already largely consolidated, large
variations in efficiency in the provision of
services are excluded, thus leaving the
Operating Income Margin unchanged (here
too, actually growing with revenues). D&A
and Capex are also assumed to be constant,
also on the basis of historical data found in
recent periods. Once again, the fact that the
sector is quite mature and that the gap
between the Group and its main
competitors is actually very high, has led to
the choice of stationarity in the level of both
depreciation and Capex (a choice,
moreover, consistent in the sense that if
depreciation increases, Capex should also
increase, and vice versa). This should not be
understood as a cessation of investments,
since the level is in any case related to
revenues. Stationarity is intended to be
related to revenues, i.e. a growth in invested
capital proportional to the growth in
revenues.
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Optimistic Case
The optimistic scenario sees a more
pronounced growth in revenues, which
grow by 10% in the first five years and then
move to a higher growth of 12%. This
assumption may seem strong but it seems
to be the most likely scenario, also in light of
the trends in the travel sector according to
the consensus of analysts. In fact, several
studies (Statista) have highlighted that the
travel sector is in great expansion and a
large rebound is expected (as has actually
happened) following the restrictions on
travel due to the pandemic. If the
macroeconomic situation allows it, an
improvement in the real national
economies can give greater spending
opportunities to families who, consequently,
will increase consumption. Furthermore, a
better performance of the economy as a
whole implies greater flows for companies
and greater opportunities for international
development, giving impetus to the
business travel sector.

Pessimistic Case
The pessimistic scenario sees a sharp
reduction in revenue growth, which will
increase year after year “only” by 6% at the
beginning and 8% thereafter. Although
these numbers may seem high, in reality
they have few historical precedents
(excluding the two-year period of Covid) and
presuppose a decrease (currently
unexpected) in the volume of business in
the travel and online agency sector.
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Fair Value 
Booking Holdings is undervalued at current
levels with a value of $4345.54 compared to
the price of $3813.78 on 04/09/2024. It
should be noted that both the base case
and the optimistic case suggest an
undervaluation of the stock, which is not the
case with the worst case scenario.

Currently, by cross-referencing the
evaluations carried out, Booking Holdings
appears to be undervalued compared to
competitors and shows good growth
potential in optimal scenarios. In light of the
analyses carried out and taking into account
the uncertainty of the market, also proven
by the uncertain results of the
communications of the quarterly results of
01/08/2024, the thesis of the analysis is
BUY.
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