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[bookmark: _Toc164561292]Introduction 
The company Uber, which is situated in San Francisco, California, and provides transportation technology, is the subject of this article. Uber was established in 2009 and revolutionized the taxi industry by using mobile technology to simplify the process of matching drivers and customers via the use of an app.
In the article, the target market, Uber's business strategy, and Uber's unique selling proposition are discussed. The primary justification for Uber's initial public offering (IPO) in 2019 is then investigated, along with the primary challenges that the company must surmount.
In addition, the article examines the market performance of Uber's stock price from 2019 to 2023 in comparison to that of Lyft, which is Uber's key competitor. For the purpose of assessing the performance of the two firms, the compound annual growth rate (CAGR) is used. A calculation of the Treynor and Sharpe Ratios is also included in the article in order to assess the risk-adjusted return on investment that Uber has achieved.
The piece comes to a close by analyzing a number of other opportunities for investing in Lyft stock, including straddle approaches, money call and put options, and other similar strategies. In conclusion, it discusses why Uber does not issue 10-year Treasury notes as a company that finances its operations via the sale of stocks, as well as how fluctuations in the interest rate on these notes might potentially impact consumer debt.
[bookmark: _Toc164561293]Main Body
Part 1
[bookmark: _Toc164561294]Overview of Company, Business, Target Market and USP
Uber Overview:
The transportation technology company Uber, which is headquartered in San Francisco, California, is now generally acknowledged as the industry standard for ride-hailing services. It was established in 2009 and used mobile technology to connect passengers with drivers using an app that was simple to use, therefore producing a disruption in the traditional taxi industry.
Business Model: 
Ridesharing is made possible by Uber via the use of a network of independent drivers. Through the use of the app, users are able to hail a taxi, see an estimate of the fare before beginning their journey, and track the progress of their driver in real time. Because of the prevalence of digital payment processing, the usage of cash has become more outdated. The drivers who operate as independent contractors have the ability to choose their own schedules and use their own vehicles. Additionally, they have the option to use their own vehicles. Uber receives a fee for each trip that is successfully completed, which results in Cash for Uber.
Additionally, Uber provides food delivery via its Uber Eats service, logistics through its Uber Freight service, and micromobility through its Jump bikes and scooters. This is in addition to its original ridesharing business. As a result of its diversification, Uber is able to provide a wider variety of urban transportation requirements (Lahoti, 2019).
Target Market:
The people who live in cities and place a high value on accessibility, affordability, and convenience of use are the primary target audience for Uber. Due to the fact that, according to research conducted, younger generations, namely Millennials and Gen Z, are more likely to use ridesharing services than older demographics, Uber has identified them as a primary target demographic (Jillani, Zahid and Rasool, 2021).
Through its Uber for Business platform, Uber also seeks to attract businesses that are searching for solutions to manage their corporate transportation and logistics that are both cost-effective and efficient (Lahoti, 2019).

Unique Selling Proposition (USP):
Uber is distinguished from conventional taxi services by its technology-driven approach, which offers a number of advantages, including the following:
· The app's features that make it simple to request rides and monitor them give users with an experience that is seamless and uncomplicated.
· The inherent unpredictability of the traditional taxi meter is made obsolete by the use of upfront fee projections, which promote transparency.
· Customers have the ability to personalize their experience by picking from a variety of vehicle types and service levels that correspond with their specific requirements and within their financial means.
· Because there are so many drivers available, especially in more remote areas, it is possible that you may be able to acquire a ride much more quickly than you would with a taxi.
Uber has a number of challenges, including competition from Lyft and other ridesharing services, challenges with driver regulations and labor processes, and competition from other ridesharing businesses (Zhang and Zhang, 2018).
In spite of these challenges, Uber has emerged as a leader in the transportation technology industry because to its innovative platform and its focus on providing a positive experience for its customers.

[bookmark: _Toc164561295]Key reasons of Uber for going public
There were a number of factors that contributed to the success of Uber's initial public offering (IPO) in 2019, including strategic considerations and market conditions. The following is a summary of the primary causes:
1. Capital Acquisition:
· Raising Funds for Growth: The need to get funds in order to continue expanding was a primary driver of this endeavor. Over the course of all this time, Uber continued to invest money in research and development, particularly for driverless cars, as well as expanding into new areas. If one were to establish connections with a big number of investors, it would be possible to raise a substantial amount of funds via the public markets (Divine, 2017).
2. Liquidity for Early Investors and Employees:
· Providing Exit Strategy: Employees and early investors who had stock options were able to escape the situation by participating in an initial public offering (IPO). Their choice to go public made it possible for them to sell shares, which may potentially result in considerable earnings for them (Maxwell, 2019).
3. Market Conditions and Investor Sentiment:
· Capitalizing on Bull Market: During the same time period when the incident took place, the stock market in the United States was typically enjoying a bull market that had been going on for a long time. The possibility of a rise in the share price of Uber was opened up as a result of this (Maxwell, 2019).
· Fear of Recession: Both Uber and Lyft were reportedly intending to go public in the days leading up to a potential economic downturn, as stated by a number of specialists. When the economy is in a recession, it may become more difficult to collect finances via private means (Maxwell, 2019).
4. Marketing and Image:
· Signaling Maturity: Taking a company public might be seen as a marketing strategy that indicates the company has reached a specific level of maturity and stability. It would be beneficial for Uber, which has been embroiled in controversy in the past, to project a more respectable image if it were to go through with an initial public offering (IPO) (Maxwell, 2019).
Remember that there were significant problems with Uber's first public offering (IPO). Before the corporation made its debut to the public, there was a period of internal turmoil, and it was not profitable both times. On the other hand, the aforementioned factors illustrate the most significant strategic and market-driven reasons why Uber made the decision to bring the company public.

[bookmark: _Toc164561296]Key Risks
Upon conducting an analysis of Uber's S-1 filing, we have discovered three significant issues that have the potential to influence the value of the company:
1) Driver Classification and Labor Costs: In order to avoid getting into problems with the law and to save money, Uber classifies its drivers as independent contractors. This allows the company to provide them with benefits and taxes. Due of the regulatory difficulties that drivers must overcome, it is quite probable that they will be subject to legal challenges or reclassification as workers. There would be a significant decrease in Uber's profitability as a consequence of the massive increase in the cost of labor (Branstetter and Taylor, 2021).
According to the findings of a study by Branstetter and Taylor (2021), if ride-hailing drivers were relocated to the status of workers, Uber's labor expenditures may potentially increase by between 32 and 48 percent. There is a possibility that Uber's value may decrease as a consequence of the influence that this significant cost rise may have on the bottom line of the firm.
2) Competition: Companies like as Lyft are competing with one another for a share of the ridesharing market since there is a significant amount of money at stake in this industry. The ridesharing industry faces competition from both traditional taxis and public transportation of various kinds. There is a possibility that Uber's revenue and profitability would suffer as a consequence of the price wars that are produced by the intense competition (Branstetter and Taylor, 2021).
According to study that was published by Lee (2017), the presence of competition in the ridesharing market may result in a large decrease in pricing, which in turn has an effect on the valuations of the firms involved. Uber under persistent pressure to maintain cheap prices due to the number of identical services given by other firms. This may make it more difficult for Uber to explain its high value, which is why Uber is under constant pressure to maintain low rates.
3) Technological Disruption: Automobiles that drive themselves and other modes of alternative transportation, such as electric scooters, are rapidly becoming the standard in the transportation sector. These technological advancements have the potential to shake up Uber's dependence on traditional ridesharing techniques, which may have an effect on the company's capacity to remain profitable in the long term (Branstetter and Taylor, 2021).
Fagnant and Kockelman (2015) investigates the prospect that autonomous vehicles might cause traditional transportation models to undergo a significant transformation. The fast development of self-driving cars may pose a danger to the core business model that Uber relies on, which might result in a decrease in the price of Uber.
Valuation in Context of Risks:
Given the significance of these issues, it is of the utmost importance to conduct a comprehensive analysis of Uber's potential valuation during its first public offering. It is quite probable that the category of drivers will result in an increase in labor expenditures, and the market is extremely competitive; both of these factors will have a significant influence on Uber's bottom line. In addition to the uncertainty that already exists over the company's long-term prospects, the threat of disruption brought about by future transportation technologies is also a substantial factor.
It is clear from all of these factors that you need to use extreme caution when attempting to assign a price to Uber. Before making any decisions on investments, potential investors should do a comprehensive analysis of the risks that are linked with Uber in relation to the growth opportunities that it provides.

Part 2
[bookmark: _Toc164561297]CAGR OF Uber

	Year 
	Open Value
	Close Value
	CAGR

	2019
	29.32
	29.74
	0.28%

	2020
	50.00
	51.00
	0.40%

	2021
	39.45
	41.93
	1.23%

	2022
	29.22
	24.73
	-3.28%

	2023
	56.57
	61.57
	1.67%



Analysis of Uber's Stock Price Performance (2019-2023)
In order to get insight into the performance of Uber's stock price from 2019 to 2023, you may make use of the data that have been provided. As displayed above, an overview of the patterns, along with the likely reasons of those trends, is as follows:
Early Fluctuation (2019-2020):
· 2019: A compound annual growth rate of 0.28% is seen in the first year after the initial public offering (IPO). There is a possibility that this may be explained by a mix of post-IPO developments and the natural market volatility of a startup.
· 2020: The compound annual growth rate (CAGR) of 0.40 percent implies that there has been some development in the upward direction. It is possible that the impacts of the COVID-19 pandemic on transportation and travel have acted as a potential barrier to significant growth.
Volatile Recovery (2021-2022):
· 2021: An increase of 1.23 percent is regarded to be moderate. It is possible that ride-hailing services saw a price recovery as a result of an increase in demand and the relaxation of restrictions imposed by the pandemic.
· 2022: With a negative compound annual growth rate (CAGR), there will be a decline. Quite a few factors might be responsible for this, including the following:
· There is little doubt that Lyft and other ride-hailing companies will continue to be considered significant competitors.
· The rise in the cost of fuel is having an impact on the expenses that are incurred because of operations.
· Concerns have been raised by investors over Uber's ability to generate profits in the years to come.
Recent Growth (2023):
· 2023:  Things are looking good with a compound annual growth rate of 1.67 percent. Could it be due to the following:
· improved economic conditions and an increasing demand for transportation services are also contributing factors.
· the efforts that Uber is doing to enter unexplored service or market areas at this time.
Over the course of the last several years, Uber's stock has been continuously increasing, albeit experiencing a few early declines. However, the fact that the compound annual growth rate (CAGR) will be negative in 2022 demonstrates how vulnerable the company is to the influence of market forces.

[bookmark: _Toc164561298]CAGR of Lyft

	Year
	Open Value
	Close Value
	CAGR

	2019
	49.08
	43.02
	-2.60%

	2020
	39.08
	49.13
	4.68%

	2021
	41.74
	42.73
	0.47%

	2022
	11.27
	11.02
	-0.45%

	2023
	11.76
	14.99
	4.97%



[bookmark: _Toc164561299]Comparison of Uber and Lyft
With the information that has been provided, it is possible to conduct a fascinating comparison of the performance of the stock prices of Uber (UBER) and Lyft (LYFT) from the year 2019 to the year 2023. The following is a description of the key aspects as well as a breakdown of the compound annual growth rate (CAGR) for each company:
	Year 
	CAGR of Uber
	CAGR of Lyft

	2019
	0.28%
	-2.60%

	2020
	0.40%
	4.68%

	2021
	1.23%
	0.47%

	2022
	-3.28%
	-0.45%

	2023
	1.67%
	4.97%



Observations:
· Early Years (2019-2020): Initially, Lyft was behind Uber in 2019 because to its negative compound annual growth rate. But in the year 2020, it was able to surpass Uber, either because investors had a different perspective on it or because it had a different strategy to the market.
· Shifting Performance (2021-2022): Uber started outperforming Lyft in 2021 and continued to dominate the market in 2022, despite the fact that both Uber and Lyft had negative compound annual growth rates. One possible explanation for this is that:
· Uber's increased exposure and client base are two prominent factors.
· It is an example of diversification because they are expanding their business strategy to include food delivery services (similar to Uber Eats).
· Recent Trends (2023): Both companies had positive compound annual growth rates (CAGRs) in 2023, although Lyft's growth rate was much higher at 4.97% compared to 1.67% for Uber. This might be due to the following:
· the fact that Lyft focuses on certain specific service niches or market groups.
· the confidence that investors have in Lyft's ability to continue its growth in the future.
Additionally, despite the fact that Uber's market capitalization is larger, the stock prices of both companies have been highly volatile over the course of the last year. The perspective of investors may have evolved over the last several years due to the fact that Lyft seems to have outperformed Uber.
Graphical representation:


This graph illustrates the Compound Annual Growth Rate (CAGR) of Lyft and Uber from 2019 through 2023 for the whole-time span. There are a few different ways in which the data that is shown in the graph may be understood:
Observations:
· CAGR of Uber: The compound annual growth rate (CAGR) of Uber has fluctuated throughout the course of time. Having started at a low of 0.28% in 2019, it had a little increase to 0.40% in 2020, and then it skyrocketed to 1.23% in 2021. Having stated that, it first entered the negative region in 2022 (-3.28%), and then it made a little rebound in 2023 (1.67%).
· CAGR of Lyft: Alterations were also made to Lyft's compound annual growth rate (CAGR). In the next year, 2020, it became positive, after having been negative in 2019 (-2.60% throughout the year). However, after a precipitous drop of 0.47 percent in 2021 and 0.45 percent in 2022, it saw a significant increase of 5.97 percent in 2023. 
· Comparison: When compared to Lyft, Uber seems to have a lower compound annual growth rate (CAGR) throughout the most of the period, with the exception of the year 2021.
Possible Reasons for Fluctuations:
· There are a number of external variables that have the potential to significantly impact the stock values of both companies. Two of these factors are the overall stock market and the attitude of investors towards the ridesharing industry.
· There is a possibility that investor decisions and stock prices will be influenced by the company's financial performance, which may include a rise in sales and profitability as well as future possibilities. In this regard, both Uber and Lyft are correct.
· The market share and stock prices of Uber and Lyft are sensitive to external variables such as competition from other ride-hailing firms and alternative options for public transportation.

[bookmark: _Toc164561300]Sharpe and Treynor Ratios
[bookmark: _Toc164561301]Sharpe Ratio:
	Variable
	Abbreviation
	Lyft
	Uber

	Risk Free Rate
	Rf
	1.50%
	1.50%

	Annual Rate
	Rp
	56%
	55%

	Annual St. Dev.
	σ
	3.11
	1.97

	Sharpe Ratio
	(Rp-Rf)/σ
	0.17
	0.27

	
	
	
	

	Beta
	Bp
	1.1426553
	0.456993

	Treynor Ratio
	(Rp-Rf)/Bp
	0.48
	1.17



The Sharpe Ratio for Uber's stock is 0.27, which indicates that the risk-adjusted return on the company is rather low. In the event that the Sharpe Ratio is less than 1, as it is in the case of Uber (0.27), it is possible that the returns on investments did not surpass the risk-free rate even after taking into account the risk. Just to put it another way, it is probable that investors in Uber shares were not adequately paid for the risk that they accepted.
The very fluctuating stock price of Uber might be one of the reasons why the firm has such a low Sharpe Ratio. It would seem that investors went through a time of significant market volatility, which may have resulted in a reduction in the potential earnings they may have made. The possibility exists that the stock price of Uber did not increase at a pace that was greater than the risk-free rate throughout the time period that is being considered.
The Sharpe Ratio for Uber is 0.27, which indicates that the company has historically maintained a low risk-adjusted performance. Despite the fact that Uber may still be an excellent investment, this demonstrates how essential it is to take a step back and examine the bigger picture before investing money in a firm.
[bookmark: _Toc164561302]Treynor Ratio:
Treynor Ratio of 1.17 indicates that Uber is doing very well in terms of providing excess return in comparison to market risk. This is a very encouraging sign. A Treynor Ratio of 1.17 implies that Uber's stock returned 1.17 times greater than the risk-free rate for every unit of market risk. This is in comparison to the whole market, which returned 1.17 times the risk-free rate overall. 
Uber might potentially profit from a ratio of 1.17, given that Treynor Ratios have been lower in the past. Having a Treynor Ratio that is much higher than that of comparable organizations might make it seem less impressive.

Part 3
[bookmark: _Toc164561303]Money call option

Profitable When Above Strike Price: The graph demonstrates that in order for the call option to generate a profit, the price of the underlying asset (in this example, the stock price of Lyft) must rise to a level that is higher than the strike price ($50.00) at the time of expiration. When the stock price goes over fifty dollars, the profit increases exponentially, and it may even continue to grow indefinitely.
Maxium Loss Limited to Premium:  The option premium is represented by the horizontal line that is located below the X-axis. This line also symbolizes the maximum loss that are possible to experience.
When we hit the breakeven point, which is when our profit is equal to zero, we have reached the $50.00 strike price. You will get a refund of your premium, but any profit (excluding dividends) will be forfeited in the event that the stock price of Lyft reaches exactly $50.00 at the time of expiration.
Based on the graph, a long call option on Lyft might be a successful strategy for investors who believe that the stock price of Lyft will increase by a greater amount than the strike price before the option expires.
[bookmark: _Toc164561304]Money put option


As can be seen in the graph, the long-put option only generates a profit when the price of the underlying asset (in this case, shares of Lyft) falls below the strike price. The more the stock price falls below the strike, the greater the likelihood that gains will occur.
When the stock price is at zero, you will have acquired the maximum amount of profit that is achievable from your long-put option. Following the fact that the value of the stock has fallen below the strike price of the option, the holder of the put option has the ability to sell the shares and retain the premium. Put options that are long have a limited possibility for profit, in contrast to call options, which have the ability to produce a limitless amount of earnings. The difference between the premium and the strike price is the maximum amount of profit that may be made from the transaction.
The breakeven point is the point at which there is no profit at all, which is the strike price. In the event that Lyft's stock price continues at or above the strike price until the option's expiration date, the purchaser of the long-put option will see the premium that they paid go to waste.
When taken together, the information shown in this graph makes a compelling argument that purchasing long put options on Lyft might be profitable if you believe that the stock price will drop below the strike price of the option before it finally expires.

[bookmark: _Toc164561305]Strangle or Straddle
Straddle:
1) Select a Strike Price: Pick a strike price that, in your opinion, is around Lyft stock's current market value, which is about $16.00.
2) Buy Call and Put Options: For example, if you want to speculate on Lyft stock at $16 per share, you can get a call option as well as a put option with the same strike price.
Rationale:
In the event that there is a significant shift in the price of Lyft's stock before to the expiration of the options, the straddle will be lucrative. In situations when there is a high probability that the stock price will see significant volatility, this strategy will be profitable.
Example:
Imagine for a moment that there is a significant piece of news on the horizon that has the potential to play a significant role in determining the price of Lyft stock, which is now trading at $16.00. For a $16.00 premium, you purchase a $16 call option and a $16 put option on Lyft.
Profit Scenario 1 (Stock Price Increases):
If Lyft's stock price hits $20.00 by the time your put option expires, you will be able to profit from your call option, which may compensate for the loss you experienced from your put option.
Profit Scenario 2 (Stock Price Decreases):
In the event that Lyft's stock price falls below $12.00 by the time your put option expires, you stand to earn from it, which might potentially compensate for the loss you incurred from your call option.

Part 4
[bookmark: _Toc164561306]Performance of 10Y note
Considering that Uber is a ride-hailing company, the company does not issue bonds. It is common practice for governments and corporations to issue 10-year notes as a kind of debt security in order to facilitate the process of borrowing money. Companies like Uber get finance via the purchase of stocks rather than bonds.

[bookmark: _Toc164561307]Impact of changes in the yield upon consumer debt
The 10-year Treasury note is the name given to the bonds that are issued by the Treasury Department of the United States of America. Due to the fact that it reflects the risk-free rate of return in its yield, it has an effect on borrowing rates throughout the country. Consumer debt may be affected in the following ways if there is a change in the yield on the 10-year note:
Rising yeilds:
· Higher Interest Rates: A rise in the yield on the 10-year note is often seen as a signal representing the expectation of future economic growth and inflation. If the Federal Reserve makes the decision to raise interest rates, it will be easier to keep inflation under control. As interest rates continue to climb, expenses associated with consumer indebtedness, such as mortgages, auto loans, and credit card balances, become more expensive (The Federal Reserve System, n.d.). Because of this, there is a decreased likelihood that individuals would get loans or refinance their existing loans, which may lead to a reduction in consumer expenditure.
· Shifting Investment Preferences: It is possible that investors may move away from riskier assets such as high-yield corporate bonds in favor of the safer investments offered by the United States government bonds if the yield on the 10-year note were to increase. As a consequence of this reduction in the amount of credit that is accessible, lenders can become more selective or even hike the interest rates that they charge on consumer loans (Mishkin, 2007).
Falling yields:
· Lower Interest Rates: Fears of a recession or a slowdown in economic activity might be indicated by a decrease in the yield on the 10-year Treasury note. There is a possibility that the Federal Reserve may opt to lower interest rates in order to stimulate further lending and investment. As a consequence of this, consumers will have the opportunity to borrow money at interest rates that are more reasonable, which may result in an increase in the amount of debt they carry.
· Increased Risk Appetite: If the 10-year note loses its appeal, investors may choose to seek out higher rates elsewhere, which might result in an increase in the amount of credit available to consumer lenders. It is possible that the outcome will be a loosening of lending standards or a fall in the interest rates on consumer loans, both of which would provide an additional incentive to borrow money.
There are a number of factors that affect the effect on consumer debt, including levels of income, levels of consumer confidence, and the availability of credit. This is not always a simple task. Alterations in the 10-year rate have the potential to have an impact on the consumer debt market, namely on the demand for refinancing obligations.
To summarize, the yield on the 10-year Treasury note is a significant component that plays a leading role in defining the present situation of consumer debt. If interest rates were to fall, it is possible that consumer debt would increase; nevertheless, if they were to rise, the cost of borrowing money would increase. However, there are a great deal of economic factors that influence the link, and the situation is rather convoluted.
[bookmark: _Toc164561308]Conclusions:
The conclusion is that Uber, the market leader in ridesharing, is confronted with a variety of challenges, despite the fact that it has cutting-edge technology and a dedicated customer base. Uber went public for a number of reasons, the most important of which were to fund its development, to reward early investors and personnel with cash, and to capitalize on an advantageous market. Nevertheless, Uber's future is in grave danger due to the presence of competition, the classification of drivers, and the disruption of technology advancements. There have been fluctuations in the stock price of the corporation, with the most recent gain being in the year 2023. Throughout the bulk of the time period that was investigated, the Compound Annual Growth Rate (CAGR) of Uber has been lower than that of Lyft. The Sharpe Ratio indicates that Uber has a low risk-adjusted return, but the Treynor Ratio indicates that Uber has an excess return in comparison to market risk. However, borrowing rates may have an indirect influence on consumer debt and Uber ridership. Since Uber does not issue bonds, the yield on 10-year Treasury notes is not directly relevant to the firm. However, ridership and consumer debt may be affected by borrowing rates.
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CAGR of Uber and Lyft
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