Section 2: Share Price Performance Analysis of Snapchat
2.1 Descriptive Statistics and Visual Aids
To analyse Snapchat's share price performance from its Initial Public Offering (IPO) in March 2017 through December 31, 2023, we employ descriptive statistics and visual aids. Key metrics such as the opening price, closing price, highs, lows, and volume traded provide a comprehensive view of the stock's behaviour over time. Graphical representations, including line charts for the share price evolution and bar charts for trading volume, offer intuitive insights into trends, volatility, and investor interest in Snapchat during the specified period.
 
The analysis reveals periods of significant volatility, notably around product launches and earnings reports, reflecting investor sentiment and market reaction to the company's operational performance and strategic decisions. Additionally, comparing Snapchat's share price trend with broader market movements indicates how external factors, such as economic conditions and industry trends, have influenced its stock performance.
 
2.2 CAGR Calculation and Comparison
The Compound Annual Growth Rate (CAGR) is a useful metric to assess the average annual growth rate of an investment over a specified time frame. To calculate Snapchat's CAGR from its IPO to December 31, 2023, the formula used is:
 
CAGR= (Ending Value / Beginning Value​) n1​−1
where "Ending Value" is the share price on December 31, 2023, "Beginning Value" is the IPO share price, and "n" is the number of years from the IPO to 2023.
 
Comparing Snapchat's CAGR with that of a relevant index, such as the NASDAQ or S&P 500, provides context for its performance relative to the broader market. This comparison helps determine whether Snapchat has outperformed, matched, or underperformed the market, taking into consideration the volatility and trends specific to the tech sector and the overall economy.
 
2.3 Sharpe and Treynor Ratios Analysis
The Sharpe and Treynor ratios are essential for evaluating the risk-adjusted returns of an investment. The Sharpe ratio is calculated as:
 
Sharpe Ratio = Return of the Portfolio−Risk-Free Rate​
                            Standard Deviation of the Portfolio
 
The Treynor ratio uses a similar approach but adjusts returns for systematic risk as measured by beta:
 
Treynor Ratio = Return of the Portfolio−Risk-Free Rate
​                                   Beta of the Portfolio
 
Calculating these ratios for two distinct one-year periods within the timeframe from Snapchat's IPO to December 31, 2023, allows for an analysis of how efficiently Snapchat's stock has translated risk into return. Periods of higher volatility and market fluctuations, such as product launches or shifts in social media consumption trends, may impact these ratios significantly.
 
By assessing the Sharpe and Treynor ratios, investors and analysts can gauge Snapchat's investment performance relative to the risk involved. A higher ratio indicates a more favourable risk-adjusted return, suggesting that Snapchat has effectively managed market risks to deliver value to its shareholders.
 
This detailed analysis of Snapchat's share price performance, supported by descriptive statistics, CAGR, and risk-adjusted return ratios, offers a comprehensive view of its investment potential and market behaviour over the analysed period.
