
 

For Advisor Use Only 

Meta Platforms (META) operates the world’s largest social network. The company builds tools that enable users to connect and 
communicate with each other; enables developers to build social applications on Facebook or to integrate their Websites with 
Facebook; and offers products that enable advertisers to engage with users.  

 

Highlights:  
Years from now, META's most recent report may get looked at as the moment META expanded from being looked at as the 
leading social ad player to layering on a leading GenAI-focused cloud intelligence business with an arguable impenetrable moat. 
And then, they initiated their first ever dividend and increased their buyback program. All-in-all, Super strong core business aside, 
the bigger LT multiple expansion opportunity may actually be around how META can use AI for both direct & indirect monetization 
opportunities and is likely underappreciated.  
 
Despite the elevated privacy/usage-related headline risks and strategic pivot towards short-form video, we believe Meta could 
ultimately earn back a valuation premium to peer averages due to superior growth prospects, platform scale, and technology 
orientation. 
 
Bull Case: 

• Discounted Valuation - Meta trades at a discount to the broader internet group, which is largely a function of views 
around core market maturity and laws of large numbers. This discount is likely to persist given the undeniable size of 
the core business, but we think the gap should persist or narrow depending on META’s ability to demonstrate stability 
in its ad business.  

• Meta Apps are the Gravitational Center of Social Media - Meta is the hub of the social web, where our connections 
and personal preferences increasingly influence what we experience online. As the dominant social network outside of 
China (Facebook and Instagram), Meta has an almost unprecedented level of network effects that secure its position 
as the world's leading social network. With 3.7 billion monthly active people, Meta is amassing the most comprehensive 
user profile database in existence that offers significant opportunity to monetize a significant portion of the ~$700+ 
billion global advertising market.  

• Significant Room for Growth and Margin Expansion - Despite an attractive revenue and margin profile, Meta, in our 
view, still has many opportunities to grow revenues in advertising and content, with plenty of margin opportunity, 
particularly with the focus on operating efficiency.  

• Secular Shift to Online Advertising - Along with Google, we expect Meta to be a primary beneficiary of the ~$700 billion 
global advertising industry's secular shift from offline to online. 

 
Bear Case: 

• Competitive Social Networks - Facebook faces many regional social network competitors in various countries, such as 
TikTok, Snap, Pinterest, Twitter, among others. Meta is currently excluded from competing in China, but has an 
increasing following globally.  

• Online Advertising Competitors - There are many capable online competitors, including Google Search, and other social 
apps. If Meta is unable to match the functionality and features of Google’s ad platform, then revenue growth may not 
reach its current potential.  

• Antitrust Oversight Will Likely Increase - Facebook has achieved overwhelming dominance in the bulk of its key markets 
and consequently is likely to continue facing increased scrutiny from the DOJ, the EU, and other government watchdogs. 

• Privacy Concerns and Regulation - Online advertising is becoming increasingly fraught with privacy-related concerns 
which is attracting significant attention from legislative bodies as well as users. We note that changes by Apple and 
Google limit Meta's ability to provide targeted ads to companies, which have impacted revenue growth. 

 
Overall Thesis:  
In possessing both the largest user base as well as the deepest amount of knowledge (data) of that user base, we believe META 
can compound 15–20%+ earnings growth once it gets through its currently elevated investment cycle around AI which is aimed 
to both drive engagement shares gains while also restoring it to being the dominant player in social media with structural 
advantages around ad targeting. 
 
 

Name Ticker Yield Growth D + G
Meta Platforms Inc Class A META 0.40% 14.00% 14.40%
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Past performance is not indicative of future results. This information is for illustrative purposes only. Investing involves risk 
including the potential loss of principal. This material is not financial advice or an offer to sell any product. The actual 
characteristics with respect to any particular client account will vary based on a number of factors including but not limited to: (i) 
the size of the account; (ii) investment restrictions applicable to the account, if any; and (iii) market exigencies at the time of 
investment. Aptus Capital Advisors, Inc. reserves the right to modify its current investment strategies and techniques based on 
changing market dynamics or client needs. Forward looking statements cannot be guaranteed. This is not a recommendation to 
buy or sell a particular security. There is no assurance that any securities discussed herein will remain in an account's portfolio at 
the time you receive this report or that securities sold have not been repurchased. The securities discussed may not represent an 
account's entire portfolio and in the aggregate may represent only a small percentage of an account's portfolio holdings. It should 
not be assumed that any of the securities transactions, holdings or sectors discussed were or will prove to be profitable, or that 
the investment recommendations or decisions we make in the future will be profitable or will equal the investment performance 
of the securities discussed herein. A complete list of holdings is available upon request. Information was obtained from third party 
sources which we believe to be reliable but are not guaranteed as to their accuracy or completeness. 
 
This commentary offers generalized research, not personalized investment advice. It is for informational purposes only and does 
not constitute a complete description of our investment services or performance. Nothing in this commentary should be 
interpreted to state or imply that past results are an indication of future investment returns. All investments involve risk and unless 
otherwise stated, are not guaranteed. Be sure to consult with an investment & tax professional before implementing any 
investment strategy. Investing involves risk. Principal loss is possible. 

This content or when a page is marked “Advisor Use Only” or “For Institutional Use”, the content is only intended for financial 
advisors, consultants, or existing and prospective institutional investors of Aptus. These materials have not been written or 
approved for a retail audience or use in mind and should not be distributed to retail investors.  Any distribution to retail investors 
by a registered investment adviser may violate the new Marketing Rule under the Investment Advisers Act.  If you choose to utilize 
or cite material we recommend the citation, be presented in context, with similar footnotes in the material and appropriate 
sourcing to Aptus and/or any other author or source references. This is notwithstanding any considerations or customizations with 
regards to your operations, based on your own compliance process, and compliance review with the marketing rule effective 
November 4, 2022. 

Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the Securities 
and Exchange Commission. Registration does not imply a certain level or skill or training. More information about the advisor, its 
investment strategies and objectives, is included in the firm’s Form ADV Part 2, which can be obtained, at no charge, by calling 
(251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama. ACA-2403-18. 
 
 


