Uber Technologies & Lyft
How will ESG considerations impact 2019 Uber & Lyft IPO valuations?
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ESG factors will impact the valuation at which Uber & Lyft raise public capital
While still unprofitable, both Uber and Lyft are preparing for an IPO in early 2019 despite weakening

Research Briefs highlight material events
that move Truvalue Labs scores
and may shape future company valuation.

market action (down -14% in calendar 2H18 3). Nevertheless, investors anticipate the offerings with
excitement due to the potential for ride-hailing services and self-driving vehicles to transform how
cities function.4 Both companies compare to platform applications, with intrinsic value embedded
in user data and network effects—this underscores importance of SASB ‘s human and social capital
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topic (Lyft outperforms on this front). On the downside, both have exposure to the auto value
chain, which carries low multiples, intense pricing competition / pressure, and high carbon risk.

Truvalue Labs Research Team

Key: carbon, labor, regulation, accident mgmt, and social / human capital

Dr. James Hawley
Dr. Stephen Malinak
Himani Phadke
Eli Reisman
Laurèn DeMates
Sebastian Brinkmann
Andre Shepley
Eliot Caroom

Studies suggest the introduction of ride-hail services has resulted in increased GHG emissions,
driven by higher vehicle miles travelled (VMT). 5 While Lyft’s commitment to carbon neutrality may
translate to multi-year investment of ~100M-200M+, regulator pressure to reduce emissions could
lead to a much higher capital expenditure for both companies. Meanwhile, the future of labor
(independent contractor vs. employee vs. robot/autonomous), a critical margin driver, remains
uncertain. Social capital metrics have casually correlated with US ride-hailing market share trends,
and incremental autonomous accidents may hinder the self-driving adoption ramp cadence.

Valuation: auto discount offset by platform and self-driving tech premium
Range of ~4-6x P/S6 based on Platform/Auto comps, Lyft to trade at premium to Uber on ESG.
Uber & Lyft ESG Performance
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Whisper Valuations 2
Uber

~$120B

Lyft

~$15B
Source: Truvalue; Note: Chart shows long-term Insight Score Sector Percentile for financially material SASB categories

Insight Scores measure longer-term ESG performance. For all scores in this section, SASB’s Materiality lens is turned on.
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Connecting Urban Growth: Public-Private Collaborations for Transforming Mobility
5
Another side effect of increased miles travelled is traffic deaths, according to some studies
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EVIDENCE

ESG Performance
While Lyft has outperformed, Uber shows signs of positive momentum

Lyft outperforms Uber with
respect to behavioral data
curated by Truvalue;
however, Uber has narrowed
the gap, evidenced by
increasing momentum.
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Through the overall SASB lens and on financially materially categories, Lyft outperforms Uber with
respect to behavioral data curated by Truvalue. However, in the last year Uber has taken steps to
close that gap, evidenced by the company’s increasing momentum.7
Uber’s recent momentum is due in part to actions taken by relatively new CEO Dara Khosrowshahi,
who has focused on improving company culture, which needed repair after Kalanick stepped down.
For example, Uber has implemented several policies that foster greater diversity and inclusion at the
company, which positively impacts recruiting and retention, amongst other benefits.
For Lyft, the company’s material score has been driven by positive action taken with respect to GHG
emissions (discussed further in following sections), recruitment, development, and retention, as well
as accident and safety management.
On the other hand, Uber’s Insight Score, which measures longer-term performance, has lagged due to
longstanding issues with recruitment, retention, and accident management. In the last few years, the
company has seen over a dozen executive-level departures and has had employees warn of
significant issues with its self-driving technology before an unfortunate fatality occurred. 8

For both Uber and Lyft, future
growth and profitability, and
hence valuation, will depend
on the cadence and uptake of
self-driving vehicles.

For both Uber and Lyft, future growth and profitability, and hence valuation, will be contingent on the
cadence and uptake of self-driving vehicles. Underscoring the importance of this technology
advancement are valuation estimates for Waymo9—the leader in self-driving technology—which have
been pegged between ~$120B and ~$175B.10
The hope of Uber or Lyft catching up to Waymo and competing in an autonomous taxi segment
potentially worth $80B 11 depends on accident and safety management. In addition, recruiting top
talent to accelerate the development and execution of self-driving technology will also be crucial.

Momentum is calculated by the TTM slope of the Insight Score
Uber ignored multiple warnings ahead of fatal self-driving car crash, report says. The Drive, December 2018
Waymo is a subsidiary of Alphabet
10
Waymo is worth $100B more than previous estimates, Morgan Stanley says
11
Waymo is worth $100B more than previous estimates, Morgan Stanley says
7

8

9
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Within financially material* categories, GHG emissions, recruitment,
development, and retention and accident/safety management are major
score drivers12
Both Accident / Safety
Management and
Recruitment, Development,
and Retention are intangible
factors that will prove
instrumental in the race to
dominate share of the
autonomous taxi market.

Contribution to material Insight Score
GHG Emissions
Fuel Management
Recruitment, Development and Retention
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Lyft appears to be ahead
in planning for carbon
risk, addressed further in
following sections.
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Source: Truvalue; *Material according to SASB’s materiality framework

Spotlight Events
In calendar 2H18, Truvalue surfaced a number of significant developments for both Uber and Lyft.
Given Uber’s size and global operations, the company had 2.3x more events than Lyft. Further, Lyft’s
events appear observably positive, while Uber’s events tend to resemble negative controversies.
Notably, many of the issues highlighted include either social or human capital considerations.

Uber has had a steady stream of Spotlight Events, primarily with respect
to social and human capital issues
Truvalue surfaces significant
developments. Notably, for
Uber and Lyft, many of the
issues highlighted address
social and human capital
considerations.

Source: Truvalue

12

Truvalue’s scoring methodology weights categories by the volume of information flow, contingent on the lens used (e.g. SASB, custom, etc.).
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Similarly, social and human capital were the most prevalent significant
issues for Lyft—in contrast to Uber, most were positive events

Source: Truvalue

Social and Human Capital
Labor classification
Just recently in the UK, Uber
lost an appeal against a
ruling to grant workers’
rights, including minimum
wage and holiday time, to its
drivers.

However, Uber can still
appeal to the UK Supreme
court.

13
14

Ride-hailing services have exploded in popularity by enhancing convenience for travelers while
simultaneously democratizing access to economic opportunity though the sharing/gig model.
However, there has been plenty of pushback, particularly towards Uber, that workers should be
considered employees versus independent contractors, as they are currently classified.
Academic and legal studies suggest that in the US, the concept of what factors drive consideration of
an employee vs. contractor stems from an outdated context. According to an article in the Berkeley
Technology Law Journal13, the six key considerations with respect to future classification outcomes
include the following:
•

Uber/Lyft’s right to terminate its drivers at will – favors employee status

•

Uber/Lyft’s right to monitor driver data can be construed as de facto control over the details of
the drivers’ work – favors employee status

•

Uber/Lyft’s unilateral right to set the rate for each ride – favors employee status

•

Uber/Lyft does not dictate its drivers’ working schedules or hours – favors independent
contractor status

•

Uber/Lyft does not dictate its drivers’ routes and territories – neutral to favoring independent
contractor status

•

Uber/Lyft does not restrict drivers from engaging in other occupations – favors independent
contractor status

Just recently in the UK, Uber lost an appeal against a ruling to grant workers’ rights, including
minimum wage and holiday time to its drivers. However, the company can still appeal to the U.K
Supreme court. Given Uber’s global footprint, issues like this will likely persist in various geographic
regions. For both companies, regulatory shifts or policy changes with respect to labor classification
will significantly impact margin. 14

Sharing Economy Misclassification: Employees and Independent Contractors in Transportation Network Companies
Currently, Uber nor Lyft are obliged to pay for driver’s health insurance, social security, and other standard employee considerations—the costs of which would be significant.
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Given strikes across the globe, labor classification, terms, and
the acceptance of the ‘gig’ economy will remain a pertinent issue
Given Uber’s global footprint,
labor issues will persist (even
after self-driving becomes
the norm in the US and other
developed markets).

"Strike" Thematic Search results returned for Uber &
Lyft in the Truvalue platform
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Human drivers a thing of the past?
As mentioned, lofty estimates of Waymo’s valuation may influence market perception around the
long-term growth and valuation potential of Uber and Lyft—as self-driving technology is currently
being tested in developed markets such as the US and to some may seem just around the corner.
Large scale (self-driving)
adoption will likely be slower
than anticipated, perhaps due
to generational nostalgia and
unwillingness to part with
personal driving/autoownership.

Before extrapolating the potential revenue/profit pool of autonomous driving, however, one must
also weigh in on whether society—or the average Jane—is in fact ready to move swiftly from the
comfort and familiarity of human drivers.
Beyond accident and safety management, the idea of a massive technological advancement
replacing troves of jobs may be hard to swallow from a political and regulatory standpoint.
Social resistance to changes in technology that replace workers is nothing new—however, in the
context of deepening income inequality 15, it may become exacerbated. As investors ponder how to
weigh the timing and profitability of autonomous taxis, there are two important points to consider:
1.
2.

Even when realized, severe
price competition (typical of
the auto industry) might eat
at the bulk of savings
available from replacing
human drivers

15

Large scale adoption will likely be slower than anticipated, perhaps due to generational
nostalgia and unwillingness to part with personal driving / auto ownership.
When realized, severe price competition (typical of the auto industry) might eat at the bulk of
cost savings available from replacing human drivers.

Separately, in the case of an accelerated ramp in self-driving adoption, who will become the market
leaders? While Lyft is a few years behind Uber in developing self-driving technology, it may leap
ahead given a better ability to recruit, driven by intangibles such as goodwill and a positive
reputation.
Managing human capital will be essential to acquiring the technical competency to excel at executing
against lofty goals as it pertains to autonomous taxis. On this front, Truvalue data suggests Lyft
currently has an advantage.

Global Inequality Dynamics: New Findings from WID.world. Alveredo et all. American Economic Review, 2017.
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Intangibles such as goodwill and a positive reputation may give Lyft
an edge in recruiting talent to further develop and refine self-driving
technologies
Recruitment, development & retention Insight Score
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Source: Truvalue

Lyft outperforms Uber on both Social and Human Capital factors

The SASB View
Social Capital:
Human Rights and Community
Relations
Access and Affordability
Customer Welfare
Data Security and Customer
Privacy
Fair Disclosure and Labeling
Fair Marketing and Advertising
Human Capital
Labor Relations
Fair Labor Practices
Employee Health, Safety, and
Wellbeing
Diversity and Inclusion
Compensation and Benefits
Recruitment, Development and
Retention
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Market Share Implications
Company performance
with respect to social
capital will influence
market share trends
going forward.

In the US, where Uber and Lyft compete head to head, Lyft has gained over ~2,000 bps of market
share since the start of 2015, and now commands ~30% of ride-share revenue (up from ~9% in 2015).
Interestingly, the companies’ social capital performance differential exhibits a causal relationship
with market share trends.
In other words, brand equity—determined by social capital, may have played a role in market share
trends. Over the course of 2016 and 2017, Uber’s brand remained in the news constantly, negatively
affecting consumer perceptions of the brand and decision to use the service. For example, the
hashtag #DeleteUber became popular during that same time frame.
In contrast, Lyft consistently voiced its concern for drivers and the planet through various initiatives
such as partnering with health providers and being early in allowing for drivers to earn tips.
Overall, company performance with respect to social capital will influence market share trends going
forward.

Brand reputation and “Social Capital” leading to US market share shifts
As Lyft’s Social Capital
score expanded relative
to Uber’s, the company’s
market share gains also
accelerated

YoY US market share gains/losses & social capital differential
Lyft

Uber

Social Capital Differential* (Lyft Score / Uber Score), RHS
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Source: Truvalue, Second Measure, Recode; *Note: Lyft and Uber Social Capital Score defined by SASB categorization
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The Carbon Problem
Light duty vehicles comprise
~17% of US GHG emissions,
which totaled 6,511 MtC02 in
2016

The transportation sector accounts for ~28% of US GHG
emissions...
US GHG emissions by sector (2016)
9%
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28%

11%
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22%
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28%

Transportation
Source: EPA

…Of that, ~60% comes from light duty vehicles
US transportation sector emissions by source (2016)
Light Duty Vehicles
Medium & Heavy Duty Trucks
Aircraft
Other
Rail
Ships and Boats
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2%

9%
23%

60%

Source: EPA

Research suggest the
emergence of ride-hailing
services has resulted in
higher carbon emissions

In the US, ~23% of emissions come from road vehicles (light duty + medium and heavy-duty trucks),
which translates to ~1,513M tons of CO2, or ~$60.5B worth of environmental costs at a ~$40/t carbon
shadow price. Assuming ride-sharing represents ~1% of total vehicle miles travelled 16, this could
translate to a ~$600M annual cost for ride-sharing companies, or ~$420M for Uber17 and ~$170M for
Lyft (roughly ~3% and ~7% of revenue, respectively) but may increase should regulation push nominal
carbon prices higher (scenario table below).
From the inception of ‘ride-hailing’ services, there has also been a vision of reduced car ownership
and, consequently, carbon emissions. Carpooling and land-use change18 were a couple of outcomes
with the potential to contribute to a more sustainable transportation sector. Unfortunately, this has
not yet been the case.
In fact, research suggests the emergence of ride-hailing services has resulted in higher carbon
emissions (all else equal), primarily from increasing total vehicle miles travelled (VMT). 19 At a high
level, this is caused primarily by three factors20:
1.

Trip Generation - Increased travel by those who weren’t previously able (e.g. alcohol
consumption, lack of a driver’s license, etc.)

2.

Substitution - Choosing ride-hailing services over public transit, biking, or walking

McKinsey, 2017.
Only reflecting US-related emissions offsets.
For example, parking lot space being reallocated to green space
19
The Effects of Ride Hailing Services on Travel and Associated Greenhouse Gas Emissions. National Center for Sustainable Transportation (NCST). April 2018; * Based primarily on survey
data conducted in the US
20
Ibid
16
17

18
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3.

Network travel – The extra miles driven in between taking passengers – which can range from
20-50% of total driving time depending on population density and demand

Ride-hailing services are being used in lieu of public transit
The introduction of ridehailing services has primarily
replaced trips taken on public
transit.

How riders would have travelled for their trip if ride-hailing services weren't
available*
45%
40%
35%
30%
25%
20%
15%
10%
5%
0%

42%

23%
18%
12%
5%
No Travel

Walk or Bike

Private vehicle

Taxi

Public transit

Source: Metropolitan Area Planning Council; *Note: Survey data included ~930 respondents from the Metro Boston area

Studies suggest ride-hailing services have contributed to an increase
in GHG emissions through higher vehicle miles travelled (VMT)
Increased trip generation,
substitution, and network
travel (miles driven in
between trips), are key
drivers of increased VMT due
to ride-hailing services.

Source: The Effects of Ride Hailing Services on Travel and Associated Greenhouse Gas Emissions. National Center for
Sustainable Transportation (NCST). April 2018; * Based primarily on Survey data conducted in various US cities / towns.

While Uber and Lyft have incentivized electric vehicles and pledged carbon neutrality, respectively—
both companies may have to do more as governments look to modernize and establish more
sustainable cities. On the positive, both companies have already begun investing in other vehicle
modes (e.g. electric scooters, bikes, etc.).
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Assuming a carbon price of $40/t, Uber & Lyft must
invest roughly ~$420M/$170M in US carbon offset
projects annually to claim carbon neutrality21
An alternative way to
dimension US-related carbon
emission reduction spend for
Uber & Lyft is to translate
their respective emissions
into investment dollars using
a shadow carbon price.

Source: Truvalue, EPA, Second Measure, Recode

Carbon price and ride-hail service market share scenarios
Should ride-hailing take off
and become a significant mix
of total VMT, or should
regulators impose a carbon
price above $40/t, both rideshare companies may face
more intense liability for
offsetting carbon emissions.

Source: Truvalue, EPA, Second Measure, recode; *Note: US only. This assumes constant VMT and makes no
assumptions regarding a mix-shift towards EVs.

US only. Only inclusive of driver trips (e.g. excluding the companies’ operations, emissions from corporate activities, etc.). Reflects a shadow carbon price and not the exact price of
capturing / avoiding an equivalent amount of CO2.
21
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OUTLOOK

Difficulties in forecasting
valuation include an
uncertain path to profitability
and unclear economics and
uptake cadence with respect
to self-driving vehicles.

Valuation Scenarios
Since there aren’t many direct public comps for Uber or Lyft, and given both have yet to reach
profitability, establishing a valuation range for both companies remains a challenge. Specifically,
uncertainty lies with respect to the following fundamental considerations:
•
•

Category Revenue: US - ~11% CAGR from 2018-202322, Int’l – Unknown / white space
opportunity w/high cost of growth and fierce competition
Margin Structure: Low visibility into evergreen margin potential given price competition,
labor classification, & self-driving technology investment & adoption

Accordingly, applying a revenue multiple range may be an appropriate approach to framing valuation.
From this perspective, we take a look at Platform companies as well as Auto Manufacturers and
Suppliers to establish a potential trading range. 23 Platform companies typically connect people with
services and prove a solid basis of comparison. On average, the group trades near ~6x P/S, which is
nearly ~300% premium to the market.
Auto companies (both suppliers and manufacturers), on the other hand, trade at discount to the
market (~0.7x vs. ~1.9x P/S). This discount reflects several factors, including pollution / carbon risk,
low margin, and severe price competition, which neither Uber and Lyft are immune to. Therefore, ~46x P/S, which is at the upper end of the midpoint between Platform and Autos (~3x P/S) and the
Platform group average (~6x P/S), appears to be a reasonable range when incorporating ESG factors.

On a revenue multiple basis, there are many ways to dimension potential
public market valuations for Uber & Lyft
Price to revenue* - Uber & Lyft valuation scenario build
An appropriate approach to
framing valuation may come
from assessing relevant
revenue multiples. A blend of
auto and platform companies,
while imperfect, provide a
basis for comparison.

9.0x

~6x-8x
+ 1 standard
deviation: ~8x

8.0x

ESG risks including carbon,
labor, and intangibles such
as societal pushback to selfdriving vehicles may drive
valuation lower

~ -1.2x
~5-7x

7.0x
6.0x

~ -1.0x
~4-6x

~5.7x Average

5.0x
-1 standard
deviation:
~3.4x

4.0x
3.0x

1.9x

2.0x
1.0x
0.0x

Growth prospects
of self-driving
vehicles drive
Uber/Lyft to the
top end of the
range

0.7x

0.7x

Auto Supplier
Auto
Avg.
Manufacturer
Avg.

S&P

Platform
Companies

Self-Driving / Lyft & Uber
Autonomous
Potential
Vehicle Upside
Range

Carbon risk /
Price
competition

Lyft & Uber
Potential

Regulatory,
labor, and
other
intangible risk
factors

Lyft & Uber
Potential

Source: Refinitiv, Truvalue; *Note: Valuation as of 12/20/2018. Revenue represents current year

Statista
For the rest of this note, these groups are represented by the following companies: Auto Supplier: BWA, AXL, MGA (Magna Int’l), JCI, LEA, DAN, GNTX, VC, and DLPH; Auto Manufacturers:
TSLA, GM, F, FCHA, DAIGn.DE (Daimler), Volkswagen, and Volvo; Platform: FB, TWTR, NFLX, GRUB, SNAP, EBTAY, YELP, IAC. Valuation as of 12/20/2018
22
23
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Between the midpoint of a blended platform/auto multiple and the
platform average would also yield a ~4-6x P/S valuation range
On a revenue multiple basis,
in-between the Platform
average and blended
Platform/Auto average, or
~4-6x, a potential trading
range for Uber & Lyft.

Price to revenue
5.7x
~4-6x

6.0x

5.0x
~3.2x

4.0x
3.0x
2.0x

0.7x

1.0x
0.0x
Platform avg.

Uber / Lyft potential Mid-Point (Valuation
valuation range
Support)

Auto avg*

Source: Truvalue

Both Uber and Lyft revenue growth rates have begun to slow as the
ride-hailing service market shows signs of maturing
US revenue growth
250%
Despite representing just ~1%
of VMT, ride-share growth in
the US is already beginning to
slow.

Lyft

Uber

200%

150%

100%
47%
50%

Source: Second Measure, Recode
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$120b/$15B too optimistic?
At ~6x FY19E revenue, Uber
and Lyft would price closer to
~$90B and ~$13B,
respectively.

If we assume no major disruptions to the ride-hailing service market, Uber and Lyft could generate
roughly~$14.5 and ~$2.2B in FY19 sales, respectively. In doing so, ~4-6x P/S would translate into
valuation ranges of ~$58B-$87B for Uber, and ~$9-$13B for Lyft. Note, these ranges are significantly
below whisper numbers24 of ~$120B and ~$15B, respectively.

FY18 and FY19 potential growth rates of 60% / 50%
and 25% / 40% for Uber and Lyft, respectively…

Source: Techcrunch, Crunchbase, Craft, Truvalue

…Translates into the following potential valuation scenarios

Source: Techcrunch, Crunchbase, Craft, Truvalue

Lyft likely to trade at a premium to Uber on ESG factors
To integrate ESG into
valuation, adjusting the
equity cost of capital
assumptions in DCF models is
a solid place to start.

Beyond the ~4-6x potential trading range, it is plausible that Lyft trades at a modest premium to Uber
for several ESG-related reasons (evidenced by Truvalue data):
•
•
•

US market share momentum – driven by stronger social capital performance
Self-driving tech catch up – driven by stronger human capital performance
Higher commitment to neutralizing carbon footprint

On a DCF basis, the ~10-point gap in Truvalue’s long-term Insight score,
representing relative ESG performance, could reflected through
a ~50bps cost of capital adjustment
Potential ESG relative equity cost of capital adjustments*
10.0%
9.7%
9.5%
9.2%

9.2%

9.0%
8.7%
8.5%

8.0%
Uber

Uber ESG-adjusted

Lyft

Lyft ESG-adjusted

Source: Truvalue; *Note; The ~9.2% assumed rates represents the average equity cost of capital across
Auto and Platform companies
24

Bloomberg & TechCrunch
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ABOUT

Truvalue Labs is the first company to apply AI to uncover timely ESG data on a variety of asset classes.
The company’s mission is to deliver increased transparency to investment professionals by providing
data and analytics that go beyond traditional fundamentals. Visit www.Truvaluelabs.com to learn more
about the SaaS and API products.

GENERAL DISCLAIMER

This document and all of the information contained in it, including without limitation all text, data, graphs, charts
(collectively, the “Information”) is the property of Truvalue Labs, Inc. and is provided for informational purposes only.
Truvalue Labs, Inc. (“Truvalue Labs”) is not responsible for any losses suffered or caused by any person or legal entity acting
on or refraining from action as a result of any material in this document. Portfolio returns are for illustrative purposes only.
Portfolio and index returns do not reflect any management fees, transaction costs or expenses. These portfolios are
unmanaged and one cannot invest directly in them. This document is prepared for the use of Truvalue Labs clients and may
not be sold, reproduced, distributed, transmitted or disclosed, in whole or in part, in any form or manner, without the express
written consent of Truvalue Labs.
Copyright © 2018 Truvalue Labs, Inc. All rights reserved.
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