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Competition knocks growth and raises expenses 
 
UNITED STATES | INTERNET | 4Q21 RESULTS 

 4Q21 earnings in l ine with expectations. FY21 revenue/PATMI at 102/105% of our FY21e 
forecasts 

 Apple iOS 14 privacy changes decreases the accuracy of FB’s  targeted ads, making it 
increasingly tougher to track and measure the outcomes of these ad campaigns  

 The company guided weak 1Q22 revenue growth of 3-11% and FY22e expenses to rise at 
least 26% to US$90bn-95bn. FB is also undertaking major capital expenditure of 
US$29bn-34bn to beef up its IT infrastructure. 

 We maintain a BUY recommendation with a reduced DCF target price from US$424.00 to 
US$312.00 (WACC 6.6%, g 3.5%). Our target price is lowered due to growth pressures 

from increased competition and reduced earnings of 24% due to increased expenditures. 
 

 
 
The Positive 

+ Revenue growth still positive for the quarter. FB reported 20% YoY revenue growth for 
4Q21, and 37% YoY revenue growth for FY21. This was supported by a 9% YoY increase in user 
growth, 6% YoY increase in prices of digital ads, and 13% YoY increase in ad impressions. 

 
The Negatives  
- Reduced effectiveness of targeted advertising due to Apple iOS 14 privacy changes. Apple’s 
iOS 14 privacy changes continue to affect FB’s core advertising business, decreasing the 

accuracy of its targeted ads, and making it tougher for the company to track and measure the 
outcomes of these ad campaigns. As a result, advertisers have begun reallocating portions of 
their ad budget away from FB, and towards competitors l ike GOOGL and AMZN. 

 
- Increasing competition from TikTok and other social media companies. The emergence and 
growth in popularity of short-form video apps l ike TikTok continue to be a threat to FB, 
particularly with its younger users. User growth has begun to slow down, with only 0.3% QoQ 

for 4Q21. As a result, FB has begun transitioning its own services towards more short-form 
video like Reels, in an effort to better serve its younger audiences. They have also scaled up 
hiring in this area, leading to higher total expenses and lowered margins  - by almost 10%. This  
shift in format could be accompanied by near term pressures on impression growth, as well 

as slower monetization rates. 
 
- Weak 1Q22 and FY22e guidance of increased expenses. FB guided weak 1Q22 revenue 

growth of just 3-11%, impacted by headwinds in both ad impressions and prices. It also 
expects FY22e total expenditure to rise at least 26% to US$90bn-95bn on the back of 
increasing CAPEX by at least 56%, as it scales up investments in tech talent and IT 
infrastructure to better compete with its competitors. 
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Results at a glance

USD (bn) 4Q21 4Q20 YoY 3Q21 QoQ Comments YoY%

Revenue 33.7 28.1 19.9% 29.0 16.1%

 - Family of Apps 32.8 27.4 19.9% 28.5 15.3%

 - Reality Labs 0.9 0.7 22.3% 0.6 57.2%

Operating Income 12.6 12.8 -1.5% 10.4 20.7% Operating Margin down 9% YoY

PATMI 10.3 11.2 -8.3% 9.2 11.9% Net Margin down 10% YoY

CAPEX 5.4 4.6 16.4% 4.5 18.3% Continued investments in IT infrastructure

Total Expenses 21.1 15.3 37.8% 18.6 13.4% G&A expense up 107% YoY

MAP (bn) 3.6 3.3 8.8% 3.6 0.3%

ARPP ($) 9.39 8.62 8.9% 8.18 14.8%

EPS ($) 3.67 3.88 -5.4% 3.22 14.0%

Source: Company, PSR
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KEY FINANCIALS

Y/E Dec, USD (bn) FY20 FY21 FY22e FY23e

Revenue 86.0 117.9 131.6 156.7

EBITDA 39.5 54.7 50.8 72.9

Net Profit 29.1 39.4 33.9 50.5

EPS (USD) 10.1 13.8 11.8 17.6

P/E (X) 27.0 24.4 26.2 28.3

ROE 22.7% 31.5% 23.2% 28.0%

ROA 18.3% 23.7% 17.6% 21.7%

Source: Company, PSR
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Overall  FY21 performance was good, with 37% YoY growth in revenue, and around 35% YoY 
increases in PATMI and EPS. User growth was solid at 9% YoY, with net margins relatively stable 
at 33% (Figure 1). 

 

 

Figure 1: FB’s FY21 YoY results  

 

 

  

  

Outlook 
FB guided a relatively weak 1Q22, and set a negative outlook for the rest of FY22. The company 

guided 1Q22 revenue of US$27bn-29bn, representing only a 3-11% YoY range for growth, with 
several headwinds such as increased competition and macroeconomic pressures as reasons for 
the weak guidance.  
 

The company also guided FY22 total expenditure of US$90bn-95bn, driven by investments in 
technical talent, and infrastructure-related costs, as it pivots towards a short-form video heavy 
format, and increases focus on developing Reality Labs . Guidance for FY22 CAPEX was in the 
US$29bn-34bn range – a 56-83% YoY increase, in l ine with the company’s accelerated 

investments in data centers, servers, network infrastructure, and office facil ities (Figure 2). 
 
Figure 2: Company guidance and PSR forecast summary for FY22e 

 
 
We have adjusted some of our FY22e estimates largely due to tougher competition, an 
increasingly negative effect of Apple’s iOS 14 changes on targeted ads, and increasing spend on 
OPEX and CAPEX to boost IT talent and infrastructure. Total revenue was adjusted down by 

slightly more than 5% to US$131.6bn, with PATMI reduced by 24% to US$33.9bn as a result of a 
6.5% decrease in net margins to 26% (Figure 3). 
 
We forecast revenue growth for FY22e to be around 12% YoY, significantly below its 5-yr CAGR 

of 34%, with concerns about several headwinds for growth. PATMI is expected to shrink 14% 
YoY, largely due to significant increases in OPEX and CAPEX, and a 6.5% reduction in net margins. 
 

We expect FY22e to be a transition year for FB, as it continues to battle headwinds from 
regulators and competitors to maintain its leading position in the social media industry . 
 

 

Results at a glance

USD (bn) FY21 FY20 YoY Comments YoY%

Revenue 117.9 86.0 37.2%

 - Family of Apps 115.7 84.8 36.3%

 - Reality Labs 2.3 1.1 99.6%

Operating Income 46.8 32.7 43.1% Operating Margin up 2% YoY

PATMI 39.4 29.1 35.1% Net Margin down 0.5% YoY

CAPEX 18.6 15.1 22.8% Continued investments in IT infrastructure

MAP (bn) 3.6 3.3 8.8%

ARPP ($) 33.7 27.5 22.4%

EPS ($) 13.77 10.09 36.5%

Source: Company, PSR

Forecast Summary

USD (bn) PSR

FY21 FY22 FY22e

Guidance

Revenue 117.9 N/A 131.6

CAPEX 18.6 29 - 34 31.9

Total Expenses 71.2 90 - 95 90.8

PATMI 39.4 N/A 33.9

Net Margins 33% N/A 26%

MAP (bn) 3.6 N/A 3.8

Source: Company, PSR
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Figure 3: PSR Model changes for FY22e 

 
 

 

Maintain BUY with a reduced target price of US$312.00 
We maintain a BUY rating with a reduced target price of US$312.00, from US$424.00, with a 
WACC of 6.6%, and a slightly reduced terminal growth rate of 3.5%. Revenue was adjusted down 

5% to reflect increased competition and macroeconomic challenges. PATMI was also reduced 
24% with lowered net margins to reflect the expected 24-32% increase in total expenditure for 
FY22e. 
 

 

  
  

 

Summary Model Changes

USD (bn)

New 

FY22e

Old 

FY22e Diff. Comments

Revenue 131.6 138.8 -5.2% Increased competition and macroeconomic challenges

Operating Income 40.8 54.1 -24.6%

  Operating Margins 31% 39% -8.0% Expected increase in OPEX

PATMI 33.9 44.7 -24.3%

  Net Margins 26% 32% -6.5%

EPS ($) 11.85 15.89 -25.4%

Source: Company, PSR
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutral 3

-5% to -20% Reduce 4

< -20% Sell 5

Ratings History

PSR Rating System

Remarks

We do not base our recommendations entirely on the  above quantitative return bands.  

We consider qualitative factors like (but not limited to) a stock's risk reward profile, market 

sentiment, recent rate of share price appreciation, presence or absence of stock price 

catalysts, and speculative undertones surrounding the stock, before making our final 

recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a  holder of a financial adviser’s license 
under the Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, dist ributed or published by you in whole or 
in part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from 
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express 
or implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained 
in this report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available 
or to supply any corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be r elied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exer cise of judgment. The fact that this report has been made 
available constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or 

appropriate for the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not 
be suitable for all investors, and that any decision to enter into transactions involving such products should not be made, u nless all such risks are understood and 
an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any 
product should not be considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decisio n to purchase any product mentioned in 
this report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including 
but not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading 
activities. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including bu t not limited to its officers, directors, 
employees or persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securiti es mentioned in 
this report, and may have performed services for or solicited business from such issuers. Additionally, Phillip Sec urities Research, or persons associated with or 
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved  in the issuance of this report, may have 
provided advice or investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited  to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or 
options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of 
the foregoing. Investments will be denominated in various currencies including US dollars and Euro and thus will be subject t o any fluctuation in exchange rates 
between US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or 
income return of the investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, 
information may be available to Phillip Securities Research, or persons associated with or connected t o Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and  Phillip Securities Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately foll owing its publication. Phillip Securities Research, 
or persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance 
of this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country 
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which woul d subject Phillip Securities Research to 
any registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report is intended for general circulation only and does not take into account the specific investment objectives, finan cial situation or particular needs of any 
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from 
a professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the 
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities 
Research may determine in its absolute discretion. 
 
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note: 

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North 
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connec tion 
with, the analyses or reports; and 

(ii) to the extent that the analyses or reports are delivered to and intended to be recei ved by any person in Singapore who is not an accredited investor, 
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports. 

 
 


