
NARRATIVE AND NUMBERS: 
EVERY VALUATION TELLS A 
STORY!

Stories and Numbers
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Setting the Stage: Value is not Price

Aswath Damodaran
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PRICE
Value

Price

THE GAP
Is there one?

If so, will it close?
If it will close, what will 

cause it to close?

Drivers of intrinsic value
- Cashflows from existing assets
- Growth in cash flows
- Quality of Growth

Drivers of price
- Market moods & momentum
- Surface stories about fundamentals

INTRINSIC 
VALUE

Accounting 
Estimates

Valuation 
Estimates
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The Key Questions in valuation…

Aswath Damodaran
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What are the 
cashßows from 
existing assets ?
- Equity: Cashflows 
after debt payments
- Firm: Cashflows 
before debt payments

What is the value added by growth  assets?
Equity: Growth in equity earnings/ cashflows
Firm: Growth in operating earnings/ 
cashflows

How risky are the cash ßows  from both 
existing assets and growth assets?
Equity: Risk in equity in the company
Firm: Risk in the firm’s operations

When will the firm 
become a mature 
Þrm , and what are 
the potential 
roadblocks?
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And Business Drivers that determine 
value…

Aswath Damodaran
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Valuation = Stories + Numbers

The Numbers People

Favored Tools
- Accounting statements

- Excel spreadsheets
- Statistical Measures

- Pricing Data

Illusions/Delusions
1. Precision: Data is precise

2. Objectivity: Data has no bias
3. Control: Data can control reality

The Narrative People

Favored Tools
- Anecdotes

- Experience (own or others)
- Behavioral evidence

Illusions/Delusions
1. Creativity cannot be quantiÞed

2. If the story is good, the investment will be.
3. Experience is the best teacher

A Good Valuation
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From Story to Numbers: The Steps
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Step 1a: Survey the landscape

! !"#$%"&'(&)*+, -)&$)-.*)/ & ,&$$&)*"#0& -)+$%)/&)
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! 8, 2#"#'+6*,3 )/*- ,&$$&)*"#0%+( .*'' 9# 5&:*,3
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Zomato: The Indian Online Food Delivery 
Business
! !"#$%#&'()$*+,,%-*!.,*/012*)3*4)5#')6%*",7,$0,%*&)5,*3")5*'.,*'"#$%#&'()$%*)$*

('%*81#'3)"59*3")5*3)):*)":,"($;*#$:*:,1(7,"<9*#%*'.,*&)58#$<*2,,8%*#*8,"&,$'#;,*
)3*'.,*')'#1*)":,"*7#10,*3)"*('%,13=*>.(1,*4)5#')6%*",7,$0,*%1(&,*7#"(,%*#&")%%*
",%'#0"#$'%9*:,&",#%($;*?('.*",%'#0"#$'*8")3(1,*#$:*",#&.9*('*",5#($%*#/)0'*@AB
@CD*)3*;")%%*)":,"*7#10,=*

! E:7,"'(%($;-*F,%'#0"#$'%*'.#'*1(%'*)$*4)5#')*.#7,*') 8#<*#*3(G,:*3,,*')*;,'*1(%',:9*
/0'*'.,<*&#$* #1%)*%8,$:*5)",*)$*#:7,"'(%($;9*/#%,:*08)$*&0%')5,"*7(%('%*#$:*
",%,''($;*",7,$0,%9*')*;,'*#::('()$#1*7(%(/(1('<=

! H0/%&"(8'()$%*')*4)5#')*I)1:*JK")L-*4)5#')*#1%)*)33,"%*#*%0/%&"(8'()$*%,"7(&,9*#$:*
%0/%&"(/,"%*')*4)5#')*I)1:*J$)?*4)5#')*K") L*;,'*:(%&)0$'%*)$*3)):*#$:*3#%',"*
:,1(7,"(,%=*!.,*%,"7(&,*?#%*($('(#',:*($*@AMN*#$:*('*.#:*M=C*5(11()$*810%*5,5/,"%*($*
@A@M9*:,1(7,"($;*%0/%&"(8'()$*",7,$0,%*)3*OAA*5(11()$*"08,,%*J#*1(''1,*1,%%*'.#$*P*MA*
5(11()$9*#$:*1,%%*'.#$*CD*)3*)7,"#11*",7,$0,%L*($*@A@M=

! F,%'#0"#$'*F#?*Q#',"(#1-*R$*@AMS9*4)5#')*($'"):0&,:*T<8,"K0",9*#*%,"7(&,*
:(",&',:*#'*",%'#0"#$'%9*)33,"($;*;")&,"(,%*#$:*5,#'%*'.#'*#",*%)0"&,B&.,&2,:*3)"*
U0#1('<=*

about://
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Zomato’s Prospectus: Growth & 
Profitability Trends
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The Indian Food Delivery Market
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Indian Market Size, adjusted for income 
and digital reach…

Lower per-capita income: Eating out and prosperity don't always go hand 
in hand, but you are more likely to eat out, as your discretionary income 
rises..
Less digital reach: To use online restaurant services, you first need to be 
online, and digital reach in India, in spite ofadvances in recent years, lags 
digital reach in China, and is about half the reach in the US and the EU.
Eating habits: Looking across the regions, it seems clear that there is a 
third factor at play, a pre-disposition to eat out in the populace. 



13

Step 1b: Create a narrative for the future

! !"#$%;"&'(&)*+,;-)&$)-;.*)/;&;,&$$&)*"#0;&;-)+$%;)/&);
%+(;-##;(,1+'2*,3;1+$;%+($;4+56&,%;*,;)/#;1()($#7

! 8,;2#"#'+6*,3;)/*-;,&$$&)*"#0;%+(;.*'';9#;5&:*,3;
&--#--5#,)-;+1;%+($;4+56&,%;<*)-;6$+2(4)-0;*)-;
5&,&3#5#,)=0;)/#;5&$:#);+$;5&$:#)-;)/&);%+(;-##;*);
3$+.*,3;*,0;)/#;4+56#)*)*+,;*);1&4#-;&,2;.*'';1&4#;&,2;
)/#;5&4$+;#,"*$+,5#,);*,;./*4/;*);+6#$&)#-7
! ;#92<=><?22'<,-<.,&'924

! ;#92<@><?22'<,-<8"%#.2/4
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The Zomato Narrative

! Zomato will continue to maintain a dominant market 
share of the Indian food delivery market, as that market 
increases in size almost ten-fold over the next decade. 
Zomato’s forays in foreign markets in the food delivery 
business will provide only supplemental revenues and 
will be less profitable than their Indian food delivery 
business.

! Zomato may be able to expand into the grocery delivery 
market, but the revenue take rate in that market will be 
significantly lower than in food delivery.

! As Zomato scales up, economies of scale will allow the 
company’s margins to converge on the high levels 
earned by intermediary businesses.
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Step 2: Check the narrative against history, 
economic first principles & common sense

Aswath Damodaran
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The Impossible, The Implausible and the 
Improbable

Aswath Damodaran
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The Story The Checks (?)

+ Money

+

The Impossible: The Runaway Story
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Step 3: Connect your narrative to key 
drivers of value
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Zomato: Narrative to Numbers

! !"#$%&'$()*#+,&-&./01&/#&2$(1&#"&3**&#2*!"!#$%&#'()!%)*+)),-./%012%3-$$-".4%5-!6%78%092:0;2%3-$$-".4%-.%
!).%<)#'=44*/05&$&6"(*&%/)*%7&"8#9"6*:&;-0&(8<**&#*(63,&#2/3&=/%%&#($03%$#*&/0#"&$&6$()*#&#2$#&/3&
("852%7&>?@@AB@@@&4/%%/"0&-CD:E

! '$()*#&F2$(*+&GH<*9#/05&$07&9"6<$07&#"&2$I*&$&#'()!%=6#')%!6#!%)*+)),=%12>".&#2/3&6$()*#&/3&$&
(*$92,&$01&-&=/%%&$3386*&#2$#&J"6$#"&=/%%&4*&"0*&".&#2*&=/00*(3K38(I/I"(3

! D*I*08*&F2$(*+&!2$#&0864*(&=$3&BL:>LM&/0&NO&B@B@,&48#&1("<<*1&#"&B>:@LM&/0&NO&B@B>,&$3&328#&
1"=03 <8#&$&9(/6<&"0&483/0*33:&-&=/%%&$3386*&$?#'!-#$%3"@.+)%3#+(%!"%99>%"A%BCD,&3#$(#/05&/0&
B@BB,&48#&#2*&<(*3*09*&".&P6$Q"0&N""1&=/%%&<(*I*0#&$&(*#8(0&#"&2/52*(&I$%8*3&/0&#2*&.8#8(*:

! R("./#$4/%/#7+&-&=/%%&$3386*&#2$#?') :!#*%"?)'#!-./%&#'/-.=%5-$$%!').,%!"5#',=%;2>,&%$(5*%7&4*9$83*&-&
4*%/*I*&#2$#&#2*&6$()*#&=/%%&4*&1"6/0$#*1&47&$&.*=&4/5&<%$7*(3,&48#&=/#2&#2*&I*(7&(*$%&<"33/4/%/#7&
#2$#&"0*&("58*&<%$7*(&#2$#&/3&80=/%%/05&#"&<%$7&#2*&5$6*&9$0&8<*01&<("./#$4/%/#7:&

! D*/0I*3#6*0#+&S0*&".&#2*&$1I$0#$5*3&".&4*/05&$0&/0#*(6*1/$(7&483/0*33&/3&#2$#&7"8&9$0&5("=&=/#2&
(*%$#/I*%7&%/##%*&9$</#$%&/0I*3#6*0#,&1*./0*1&/0&9"0I*0#/"0$%&."(6&;$3&<%$0#,&*T8/<6*0#&"(&
6$08.$9#8(/05&.$9/%/#/*3E:&!2$#&3$/1,&(*/0I*3#6*0#&#$)*3&$&1/..*(*0#&."(6&."(&"0%/0*&/0#*(6*1/$(/*3,&
%/)*&J"6$#",&=/#2&/0I*3#6*0#3&/0&#*920"%"57&$01&/0&$9T8/3/#/"03,&1(/I/05&.8#8(*&5("=#2:&

! D/3)+&-0&#*(63&".&"<*($#/05&(/3),&#2*&9"6<$07,&/0&3</#*&"./#3&5%"4$%&$64/#/"03,&/3&3#/%%&<(/6$(/%7&$0&
-01/$0&9"6<$07,&1*<*01*0#&"0&-01/$0&6$9("*9"0"6/9&5("=#2&#"&3899**1,&$01&67&(8<**&9"3#&".&
9$</#$%&=/%%&/09"(<"($#*&#2*&9"80#(7&(/3):J"6$#"&/3&$&6"0*7&%"3/05&9"6<$07,&48#&/#&/3&0"&3#$(#A8<,&
.$9/05&/66/0*0#&.$/%8(*:&SI*($%%,&-&=/%%&$##$92&$&%/)*%/2""1&".&.$/%8(*&".&>@M,&(*.%*9#/05&#2/3&4$%$09*:&
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Step 4: Value the company

Aswath Damodaran

20





22

Step 5: Keep the feedback loop open

! !"#$%&'(%)#**%+%,)'-&%+.'()%+%/'01+$&%2#3)"#-%#41*3/3)*&%'-%
301*3/3)*&56%3)%3,%$+)(-+*%)'%7##*%+))+/"#8%)'%)"+)%,)'-&%+$8%)'%8#7#$8%
3)%+9+3$,)%+**%+))+/:,;%<')"3$9%/+$%8#,)-'&%+$%3$=#,)'-%0'-#%)"+$%
"(.-3,;

! >#3$9%'1#$%)'%')"#-%=3#?,%+.'()%+%/'01+$&%3,%$')%#+,&6%.()%"#-#%
+-#%,'0#%,(99#,)3'$,%)"+)%0+&%"#*1@
! !$%)&#"&$&1/I*(3*&$81/*09*+&U*&2$I*&9(*$#*1&="()<%$9*3,&=2*(*&#2*3*&3/05%*A384V*9#&3<*9/$%/3#3&

".#*0&/0#*($9#&*0#/(*%7&=/#2&*$92&"#2*(,&6$)/05&#2*/(&/3"%$#/"0&$%6"3#&9"6<%*#*:&

! !($03<$(*097&"I*(&"<$9/#7+&-&="8%1&($#2*(&4*&#($03<$(*0#%7&=("05&#2$0&"<$T8*%7&(/52#:&U2*0&-&
I$%8*&9"6<$0/*3,&-&#(7&#"&4*&"<*0&$4"8#&<("9*33,&1$#$&$01&6*92$0/93,&3"&#2$#&$07"0*&9$0&0"#&
V83#&(*<%/9$#*&=2$#&-&1/1&$01&./01&#2*/(&"=0&<"/0#3&".&1/3$5(**6*0#&$01&(*.%*9#&#2"3*&92$05*3&/0&
I$%8*:

! W/3#*0&#"&#2"3*&=2"&1/3$5(**&=/#2&7"8+&!2*(*&$(*&<*"<%*&"8#&#2*(*&=2"&)0"=&6"(*&#2$0&-&1"&
$4"8#&3"6*&$3<*9#&".&#2*&9"6<$07,&$01&-&9$0&%*$(0&.("6&#2*6:&

! X*&=/%%/05&#"&92$05*+&!2*&#2(**&6"3#&.(**/05&="(13&/0&/0I*3#/05&$01&I$%8$#/"0&$(*&Y-&=$3&
=("05Z,&$01&#2*7&$(*&0"#&*$37&#"&3$7:





24

Feedback on Zomato

! R$:(#$*3)):*:,1(7,"<-*R*.#7,*1,#"$,:*5)",*#/)0'*)$1($,*3)):*:,1(7,"<*#$:*
",%'#0"#$'%*($*R$:(#*($*'.,*'?)*?,,2%*%($&,*R*8)%',:*5<*4)5#')*7#10#'()$=*R*.#7,*
1,#"$,:*?.<*4)5#')*K")*.#%*$)'*&#0;.'*)$*#%*U0(&21<*#%*'.,*&)58#$<*'.)0;.'*('*
?)01:9*?.<*%)5,*)3*<)0*8",3,"*H?(;;< #$:*,7,$*?.#'*<)0*1(2,*')*)":,"*3")5*
",%'#0"#$'%=

! !#G*"#',-*H)5,*)3*<)0*$)',:*'.#'*'.,*&)"8)"#',*'#G*"#',*($*R$:(#*(%*@CD9*$)'*VAD9*
#$:*?.(1,*'.,*R$:(#$*'#G*&):,*?('.*('%*8",:(1,&'()$*')*#::*($*%0"&.#";,%*'.#'*%,,5*
')*1#%'*3)",7,"9*#$:*,G&,8'()$%9*:),%*%'(11*1,#7,*5,*&)$30%,:9*R*?(11*&)$&,:,*)$*'.(%*
8)($'*J80%.($;*08*5<*7#10,*8,"*%.#",*5#";($#11<*3")5*WM*RXFY%.#",*')*#/)0'*WV*
RXFY%.#",=*

! Q#"2,'*%(Z,-*R*.#7,*.#:*80%./#&2*)$*5<*%')"<[%*3)&0%*)$*R$:(#$*3)):*:,1(7,"<9*?('.*
%)5,*8)($'($;*')*'.,*8)',$'(#1*3)"*4)5#')*')*,G8#$:*('%*5#"2,'*;1)/#11<*#$:*
)'.,"%*')*'.,*,G8#$%()$*8)%%(/(1('(,%*($*R$:(#$*;")&,"<*:,1(7,"(,%*#$:*3")5*&1)0:*
2('&.,$%=*>.(1,*R*/,1(,7,*'.#'*'.,*$,'?)"2($;*#:7#$'#;,*'.#'*?)"2%*')*4)5#')[%*
/,$,3('%*?(11*%'<5(,*'.,5*(3*'.,<*'"<*')*,G8#$:*')*1#";,*3)",(;$*5#"2,'%*#$:*'.#'*
'.,*;")&,"<*:,1(7,"<*5#"2,'9*#'*1,#%'*3)"*'.,*5)5,$'9*)33,"%*'))*%5#11*#*%1(&,*)3*
",7,$0,%*')*/,*#*;#5,*&.#$;,"*3)"*'.,*&)58#$<9*'.)%,*#",*1,;('(5#',*8)($'%=
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Why narratives change: Because the world 
changes around you…
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How narratives change
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8)1('(&#1*)"*,&)$)5(&L*)"*
($',"$#1*J5#$#;,5,$'9*
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5#"2,'*%(Z,9*5#"2,'*%.#",*
#$:Y)"*8")3('#/(1('<=

]$,G8,&',:*,$'"<Y%0&&,%%
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'.,*&)58#$<=

`#10#'()$ ,%'(5#',%*.#7,*
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Aswath Damodaran
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USER AND SUBSCRIBER 
ECONOMICS: VALUE DYNAMICS
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Push back on Uber Valuation

! Input disagreement: Lots of inputs and assumptions and 
I could be wrong on any or all of them..

! Model debate: DCF was designed for old economy 
companies and not suited to new economy firms that 
are more focused on accumulating users & subscribers, 
making them stick with the firm and sell them products 
& services over long periods.

! DCF is flexible: DCF models are much more flexible than 
most people give them credit for, and that they can be 
modified to reflect other frameworks. If you have a 
problem with a DCF value, it should not be with the 
model but with the person using that model. 
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DCF: Aggregated versus Disaggregated 
Valuation
! DCF First Principle: The value of a business is the present 

value of the expected cash flows from that business, 
with the discount rate adjusted for risk. That is true for 
any business, manufacturing or service, small or large, 
old economy or new economy. 

! Aggregated versus Disaggregated Valuation: In 
aggregated valuation, you value the entire company, 
consolidating its revenues, earnings and cash flows. You 
could value a company on a disaggregated business 
based upon
! A"#%B377#-#$)%>(,3$#,,#,%3)%3,%3$%2C(0%'7%)"#%D+-),%E+*(+)3'$5
! A"#%B377#-#$)%F#'9-+1"3#,%3)%'1#-+)#,%3$
! A"#%G$3),%)"+)%3)%9#$#-+)#,%-#=#$(#,%7-'0%2C(.,/-3.#-,6%G,#-,5
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User/ Subscriber/Member Based Valuation

! A<#.2$0<.#B.%$,B2$<"$<&2&B2$<3(.<:(9#2<")9*<B2%(#.2<32C.32<
12)2$(-2.<$2:2)#2.<8"$<-32<%"&'()*4<532<62*<-"<:(9#,)1<(<#),-<
-32)<B2%"&2.<,/2)-,8*,)1<-32<9,)6<-"<%(.3<89"7.<()/<:(9#24<

! 5"<!"#$%&$'%('0<*"#<3(:2<-" :(9#2<()<,)/,:,/#(9<#.2$<8,$.-<()/<
-32)<2.-,&(-2<-32<%".-<"8<(%D#,$,)1<)27<#.2$.4<
! !"#$%&'(#$)*$&+$#,-./-+0$(.#1$-.$/"#$21#.#+/$%&'(#$)*$/"#$#,2#3/#4$3&."$

*')5.$/"&/$6)($5-''$0#+#1&/#$*1)7$/"&/$(.#18$)%#1$/"#$'-*#/-7#$/"&/$"#$)1$
."#$1#7&-+.$&$(.#19

! !"#$%&'(#$)*$&$+#5$(.#1$5-''$:#$/"#$%&'(#$)*$&$(.#18$+#/$)*$/"#$3)./$)*$
&3;(-1-+0$&$(.#19

! !"#$&001#0&/#$%&'(#$)*$(.#1.$5-''$:#$/"#$.(7$)*$/"#$%&'(#.$)*$#,-./-+0$
&+4$+#5$(.#1.9

! 5"<12-<-"<-32<!"#$%&)*&"&+),-"./0<*"#<3(:2<-" )2-<"#-<-32<
"-32$<%2)-$(9,E2/C)")F#.2$<.'2%,8,%<%".-.<-3(-<,-<7,99<8(%24
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Uber User Economics
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Uber: Deconstructing the Financials
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Uber’s Existing User Value
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Uber’s New User Value
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Uber Corporate Expense Value (Drag)
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Uber Valuation 
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Global Growth: Are all users equal?

An Indian Uber user spends about one fifth what a US 
user does. If the growth in new users comes from India 
and Brazil, there will be a value effect.
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Ridesharing versus Uber Eats


