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Lyft, Uber, Pinterest: Are internet unicorns really worth
billions?
By Dearbail Jordan
Business reporter

This week has been a momentous one for the US stock market.

Lyft, the ride-hailing company, sold its shares to the public for the first time, heralding a march of
the "unicorns".

A stream of these businesses - which are defined as private, venture capital-backed firms worth
over $1bn - are set to follow, including Lyft's rival Uber, online scrapbook company Pinterest and
home-sharing site AirBnB.

And they are attracting some staggering valuations. Uber, for example, could be worth as much
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as $120bn when it floats.

For Lyft, its shares listed on the Nasdaq stock exchange at $72 each, giving it a market value of
just over $24bn - more than five times the size of, say, British High Street stalwart Marks &
Spencer.

For Uber and Lyft, reality is arriving soon

Lyft valued at $24bn ahead of share market debut

Lyft arrives at the US stock exchange

But unlike M&S, which has been around for well over a century, Lyft is only seven years old -
and it is yet to make a profit.

"I did a lot of research on private venture capital backed companies," said Ilya Strebulaev,
professor of finance at Stanford University.

"We find that on average the unicorns are overvalued by about 50%."

Should investors stay away?

Lyft makes some big claims in its initial public offering (IPO) prospectus.

Its business model is based on the idea that having a car is expensive and as urbanisation
grows, people are shifting away from owning vehicles to using services to get around.

It says that in the US alone, households spend over $1.2 trillion a year on personal
transportation. That's the prize Lyft is going after.
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Lyft's founders John Zimmer (left) and Logan Green are multi-millionaires following the flotation

Rett Wallace, founder and chief executive of Triton Research, said there is merit in Lyft's
business model. "The idea that you don't have to have a car that you don't use 95% of the time,
and maintain, and insure and garage… transportation could be performed better than what
Detroit has given us."

However, transportation as a service is a nascent industry.

Tom White, senior research analyst at DA Davidson, says: "There isn't a ton of evidence yet that
it's happening on any broad scale."

There is some data showing a shift, he said. For example, the proportion of 18 year-old
Americans licensed to drive, fell from 76% in 1986 to 62% in 2016, according to Department of
Transportation.

But broad vehicle ownership data "indicates that it's not really having much of a massive impact
yet".

Then there are Lyft's losses.

Between 2016 and 2018, its revenues grew strongly from $343m to $2.1bn. However, its losses
jumped from $682m to $911m.

Uber is also loss-making, though the figure has dropped from $2.2bn in 2017 to $1.8bn last
year.

Prof Strebulaev said that typically venture capital-backed businesses make losses "because
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they basically sacrifice profits to achieve very high growth or scale".

But "the question really for everybody and for investors," he said, "is whether Lyft and Uber's
business model will allow them to convert these very substantial losses into profits at some
point... and whether the market will sustain those losses."

It feels like familiar territory. It is nearly 20 years since the height of the dotcom boom, and its
messy aftermath.

Snap's share price has dropped since floating in March 2017

Mr Wallace said: "We had a small taste of what a dotcom crash looks like in the Snap story."

Since floating in New York two years ago at $17 a share, Snap Inc has had a tumultuous time,
including a controversial redesign of its flagship message app Snapchat. Its stock is now
trading at $10.

"A lot of investors lost money with Snap," he said. "We have a flavour of what it looks like for
investors to rush into these things and get killed."

Are people being too cautious?

Mr White said there is a big difference between the internet companies of the late 1990s and
early 2000s, and now.

"These companies are a lot larger and more established in a lot of ways," he said. "They've
been able to amass massive amounts of private capital and stay private for longer and achieve
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a size and scale that was pretty rare for a company that was about to go public the last time
around."

Prof Strebulaev said: "In the previous cycle, the business models were more about promise of
the future and the promise of the future revenues.

"Many companies today do have those revenues. It is now about a promise of future profitability
which is very different."

Among Lyft's plans for the $2.3bn it is raising from its IPO, are to invest in acquisitions and
technology.

It is already devoting money and resources to autonomous driving.

It is working with Irish firm Aptiv to trial self-driving cars in Las Vegas, where it has completed
thousands of journeys. It is also developing its own autonomous vehicle system at its "Level 5"
engineering centre.

However, driverless cars are a long way from operating on public roads.

And Mr White thinks in order for ride-hailing firms to make transport services a cheaper
alternative to car ownership, prices will have to fall by maybe 30-40% - a move that would
impact Lyft's financials.

What does it mean for other flotations?

As well as Uber, Pinterest and AirBnB, serviced office provider WeWork and messaging firm
Slack are also rumoured to be contemplating a stock market listing.

Prof Strebulaev suggests one reason why so many firms are considering the move this year is
because of economics.

"If there's going to be a recession then the IPO window might close," he said. "That happened,
of course, in 2000 when the IPO window closed, when not a single company could go public."

"Can this happen tomorrow? I don't expect so. Can this happen over the next six months? I
think it is not unlikely."

There is a danger, though, if there is a rush to market, investors could end up getting burned.

Mr Wallace said: "I think if I was losing $1bn a year in my company and I could sell it to a bunch
of American retail investors, I would be psyched to do that whatever the IPO window is.

"Look at the losses - someone has got to pay for these losses."

Prof Strebulaev said: "What I believe, and this is not really about Uber and Lyft, but an average
unicorn, is that there are 100-plus of them and it is difficult to imagine based on historical



evidence and my research that all of them are going to be successful."

Related Topics

Uber Lyft Stock markets Companies

Share this story About sharing

More on this story

Lyft losses grow ahead of $25bn flotation
1 March 2019

Uber planning stock market flotation 'in April'
14 March 2019

Business

30 March 2019 

29 March 2019 

'Pitch up, pitch up!' - Ethiopian pilot
Business

Why is Turkey fighting the markets?
Business

mailto:?subject=Shared%20from%20BBC%20News&body=https%3A%2F%2Fwww.bbc.com%2Fnews%2Fbusiness-47741984
http://www.facebook.com/dialog/feed?app_id=58567469885&redirect_uri=https%3A%2F%2Fwww.bbc.com%2Fnews%2Fbusiness-47741984&link=https%3A%2F%2Fwww.bbc.com%2Fnews%2Fbusiness-47741984%3FSThisFB&display=popup
fb-messenger://share?app_id=58567469885&redirect_uri=https%3A%2F%2Fwww.bbc.com%2Fnews%2Fbusiness-47741984&link=https%3A%2F%2Fwww.bbc.com%2Fnews%2Fbusiness-47741984%3FCMP%3Dshare_btn_me
https://twitter.com/intent/tweet?text=BBC%20News%20-%20Lyft%2C%20Uber%2C%20Pinterest%3A%20Are%20internet%20unicorns%20really%20worth%20billions%3F&url=https%3A%2F%2Fwww.bbc.com%2Fnews%2Fbusiness-47741984
https://uk.pinterest.com/pin/create/bookmarklet/?url=https%3A%2F%2Fwww.bbc.com%2Fnews%2Fbusiness-47741984&description=Lyft%20is%20the%20first%20tech%20company%20to%20float%20this%20year%20but%20the%20%2424bn%20business%20is%20yet%20to%20make%20profit.&title=Lyft%2C%20Uber%2C%20Pinterest%3A%20Are%20internet%20unicorns%20really%20worth%20billions%3F&media=https%3A%2F%2Fwww.bbc.co.uk%2Fnews%2Fspecial%2F2015%2Fnewsspec_10857%2Fbbc_news_logo.png%3Fcb%3D1
whatsapp://send?text=BBC%20News%20%7C%20Lyft%2C%20Uber%2C%20Pinterest%3A%20Are%20internet%20unicorns%20really%20worth%20billions%3F%20-%20https%3A%2F%2Fwww.bbc.com%2Fnews%2Fbusiness-47741984%3Focid%3Dwsnews.chat-apps.in-app-msg.whatsapp.trial.link1_.auin
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.bbc.com%2Fnews%2Fbusiness-47741984&title=Lyft%2C%20Uber%2C%20Pinterest%3A%20Are%20internet%20unicorns%20really%20worth%20billions%3F&summary=Lyft%20is%20the%20first%20tech%20company%20to%20float%20this%20year%20but%20the%20%2424bn%20business%20is%20yet%20to%20make%20profit.&source=BBC
https://www.bbc.com/news/topics/crr7mlg0g7qt/uber
https://www.bbc.com/news/topics/c10094dkqkrt/lyft
https://www.bbc.com/news/topics/cgdzpg5yvdvt/stock-markets
https://www.bbc.com/news/topics/c0repyjnd84t/companies
https://www.bbc.com/news/business
http://www.bbc.co.uk/help/web/sharing.shtml
https://www.bbc.com/news/business-47410883
https://www.bbc.com/news/business-47577535
https://www.bbc.com/news/business-47759966
https://www.bbc.com/news/business
https://www.bbc.com/news/business-47746141
https://www.bbc.com/news/business


29 March 2019 

More Videos from the BBC

The woman who fights bulls The Arctic: Photos
revealing a new global
frontier

What happens when we run
out of food?

The Dirt: Nikki Sixx on the
Mötley Crüe biopic

A forgotten food of the
American South

The birthplace of Gandhi’s
peaceful protest

Recommended by Outbrain

Elsewhere on BBC
Recommended by Outbrain

Business ‘devastated’ by Brexit vote
Business

https://www.bbc.com/reel/video/p06x2v5g/spain-s-elite-female-bullfighter?obOrigUrl=true
http://www.bbc.com/culture/story/20190327-the-arctic-photos-revealing-a-new-global-frontier?obOrigUrl=true
http://www.bbc.com/future/story/20190319-what-happens-when-the-food-runs-out?obOrigUrl=true
http://www.bbc.com/culture/story/20190328-the-dirt-nikki-sixx-on-the-mtley-cre-biopic?obOrigUrl=true
http://www.bbc.com/travel/story/20190318-a-forgotten-food-of-the-american-south?obOrigUrl=true
http://www.bbc.com/travel/story/20190325-the-birthplace-of-gandhis-peaceful-protest?obOrigUrl=true
https://www.outbrain.com/what-is/default/en
https://www.outbrain.com/what-is/default/en
https://www.bbc.com/news/business-47753125
https://www.bbc.com/news/business


BBC.com

See how blockchain is changing business
in unexpected ways.

BBC News

'A problem that only girls can solve:
leggings'

BBC News

Tory MP Grieve criticises vote against him

BBC Culture

The hidden figures revealed by art

BBC.com

If India is a Book, Each Page is an
Adventure

BBC Culture

Ten films to watch this April

From Around the Web
Europe's Most Livable Cities

http://www.bbc.com/storyworks/travel/nonstop-connections/unblocking-the-chain?utm_source=outbrain&utm_medium=elsewhere-post&utm_campaign=nonstop-connections&utm_content=article-blockchain-v2&obOrigUrl=true
https://www.bbc.com/news/uk-47738053?obOrigUrl=true
https://www.bbc.com/news/uk-england-beds-bucks-herts-47761241?obOrigUrl=true
http://www.bbc.com/culture/story/20190320-how-art-history-erased-black-people?obOrigUrl=true
http://www.bbc.com/storyworks/travel/india-up-close/adventures-in-india?utm_source=elsewhere&utm_medium=outbrain-post&utm_campaign=india-up-close&utm_content=article-three&obOrigUrl=true
http://www.bbc.com/culture/story/20190328-ten-films-to-watch-this-april?obOrigUrl=true
https://www.farandwide.com/s/europes-most-livable-cities-71985994306c4df6?utm_campaign=europelivable-0135f6a6683542c3&utm_medium=cpc&utm_source=out&utm_term=$publisher_name$&obOrigUrl=true


Top Stories

Ukrainians vote in presidential poll

Facebook calls for government regulation

North Korea calls embassy raid a terror attack

Features

Europe's Most Livable Cities
Far and Wide

Don’t Go Here: Destinations Unsafe for Travel in 2019
Far and Wide

The Only Antivirus Providers Mac Users Should Consider Using
(2019)
My Antivirus Review

Mac Users Guide (2019) - The Only Antivirus Provider You Should
Use.
Antivirus Best 10 - Th…

The Most Generous Countries in the World, Ranked
Work+Money

Has the next bubble arrived?
Opinions

Promoted content by Outbrain

https://www.bbc.com/news/world-europe-47763176
https://www.bbc.com/news/world-us-canada-47762091
https://www.bbc.com/news/world-asia-47764093
https://www.farandwide.com/s/europes-most-livable-cities-71985994306c4df6?utm_campaign=europelivable-0135f6a6683542c3&utm_medium=cpc&utm_source=out&utm_term=$publisher_name$&obOrigUrl=true
https://www.farandwide.com/s/dangerous-countries-e403cc9adfc64609?utm_campaign=dangerouscountries-2ba192ab5e6a453e&utm_medium=cpc&utm_source=out&utm_term=$publisher_name$&obOrigUrl=true
http://clickit.atrrat.com/ea675cf8-b379-4127-9ab7-06a7ff3264d9?source=$origsrcid$&ADID=Place-Here&sectionid=$section_id$&sectionname=$section_name$&publisherid=$publisher_id$&publishername=$publisher_name$&adtitle=The+Only+Antivirus+Providers+Mac+Users+Should+Consider+Using+%282019%29&obOrigUrl=true
http://clickit.atrrat.com/ea675cf8-b379-4127-9ab7-06a7ff3264d9?source=$origsrcid$&ADID=Mac+Users+Guide+%282019%29+-+The+Only+Antivirus+Provider+You+Should+Use.&sectionid=$section_id$&sectionname=$section_name$&publisherid=$publisher_id$&publishername=$publisher_name$&adtitle=Mac+Users+Guide+%282019%29+-+The+Only+Antivirus+Provider+You+Should+Use.&obOrigUrl=true
https://www.workandmoney.com/s/most-generous-countries-b2bdc242cf3745e5?utm_campaign=generouscountries-a963096a5696459e&utm_medium=cpc&utm_source=out&utm_term=$publisher_name$&obOrigUrl=true
https://www.washingtonpost.com/opinions/has-the-next-bubble-arrived/2019/03/27/0377f112-509b-11e9-a3f7-78b7525a8d5f_story.html?tid=outbrain_march&obOrigUrl=true
https://www.outbrain.com/what-is/default/en


Why tornado chasers are facing a storm over safety

Lion Mama: The woman who fought off her daughter’s rapists

https://www.bbc.com/news/world-us-canada-47720417
https://www.bbc.co.uk/news/stories-47726967


Village People's cop aims to 'reboot' the group

The Bollywood factor in India's election

https://www.bbc.com/news/entertainment-arts-47733198
https://www.bbc.com/news/world-asia-india-47743376


Is there an Austrian link to New Zealand mosque attacks?

BBC Reel: The man keeping the sands of time alive

https://www.bbc.com/news/world-europe-47735412
https://www.bbc.com/reel/video/p074qwm6/the-guardian-of-the-sands-of-time


Have US school shooting drills gone too far?

Life after a devastating mining disaster

https://www.bbc.com/news/uk-47711020
https://www.bbc.com/news/business-47735804


Baby elephants rescued from mud pit

Elsewhere on the BBC

Most Read



Have you been getting these songs wrong?

What happens to your body in extreme heat?

Ethiopian Airlines crash: 'Pitch up, pitch up!' 1

Lyrics quiz

Feeling hot

https://www.bbc.com/news/av/world-asia-47761045/baby-elephants-rescued-from-mud-pit
https://www.bbc.com/news/business-47759966
https://www.bbc.com/news/world-us-canada-47762091
https://www.bbc.co.uk/music/articles/d37a03cb-41e5-43c8-b88d-8e1f59fd9998?intc_type=promo&intc_location=news&intc_campaign=misheardlyrics_quiz&intc_linkname=bbcmusic_rm_low_c3
https://www.bbc.co.uk/bbcthree/article/063dba1d-2ab2-40e3-9837-3d70481ef82c?intc_type=promo&intc_location=news&intc_campaign=whathappenstoyourbodyinheat_article&intc_linkname=bbcthree_yc_low_c3


BBC News Services

Explore the BBC

On your mobile

On your connected tv

Get news alerts

Contact BBC News

Home News

Sport Weather

Shop Reel

Travel Capital

Why you can trust BBC News

Mark Zuckerberg asks governments to help control internet content 2

Saudi Arabia 'hacked Amazon boss's phone', says investigator 3

Newspaper headlines: Tory 'civil war' over snap election 4

Rolling Stones postpone North America tour over Mick Jagger illness 5

Lion Mama: The woman who fought off her daughter’s rapists 6

Zuzana Caputova becomes Slovakia's first female president 7

Knife crime: More stop and search powers for police 8

Brexit: Theresa May considers next step to break deadlock 9

Ukraine election: Comedian is front runner ahead of first round 10

https://www.bbc.co.uk/news/10628994
https://www.bbc.co.uk/news/help-17655000
https://www.bbc.co.uk/news/10628323
https://www.bbc.co.uk/news/20039682
https://www.bbc.com/
https://www.bbc.com/news
https://www.bbc.com/sport
https://www.bbc.com/weather
https://shop.bbc.com/
https://www.bbc.com/reel/
https://www.bbc.com/travel/
https://www.bbc.com/capital/
https://www.bbc.co.uk/news/help-41670342
https://www.bbc.com/news/world-us-canada-47762091
https://www.bbc.com/news/world-us-canada-47763179
https://www.bbc.com/news/blogs-the-papers-47763034
https://www.bbc.com/news/world-us-canada-47760355
https://www.bbc.com/news/stories-47726967
https://www.bbc.com/news/world-europe-47756368
https://www.bbc.com/news/uk-47760645
https://www.bbc.com/news/uk-politics-47763494
https://www.bbc.com/news/world-europe-47763176


Copyright © 2019 BBC. The BBC is not responsible for the content of external sites. Read about our approach to
external linking.

Culture Future

Sounds CBBC

CBeebies Food

Bitesize Arts

Make It Digital Taster

Nature Local

TV Radio

Terms of Use About the BBC

Privacy Policy Cookies

Accessibility Help Parental Guidance

Contact the BBC Get Personalised Newsletters

Advertise with us Ad choices

Advertise with us Ad choices

https://www.bbc.co.uk/help/web/links/
https://www.bbc.com/culture/
https://www.bbc.com/future/
https://www.bbc.co.uk/sounds
https://www.bbc.co.uk/cbbc
https://www.bbc.co.uk/cbeebies
https://www.bbc.com/food/
https://www.bbc.com/bitesize
https://www.bbc.co.uk/arts/
https://www.bbc.co.uk/makeitdigital
https://www.bbc.co.uk/taster
https://www.bbc.com/nature/
https://www.bbc.co.uk/news/localnews
https://www.bbc.co.uk/tv/
https://www.bbc.co.uk/radio/
https://www.bbc.co.uk/usingthebbc/terms/
https://www.bbc.co.uk/aboutthebbc
https://www.bbc.co.uk/usingthebbc/privacy/
https://www.bbc.co.uk/usingthebbc/cookies/
https://www.bbc.co.uk/accessibility/
https://www.bbc.co.uk/guidance
https://www.bbc.co.uk/contact
https://www.bbc.co.uk/bbcnewsletter
https://advertising.bbcworldwide.com/
https://www.bbc.com/usingthebbc/cookies/how-does-the-bbc-use-cookies-for-advertising/
https://advertising.bbcworldwide.com/
https://www.bbc.com/usingthebbc/cookies/how-does-the-bbc-use-cookies-for-advertising/

