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[bookmark: _Toc165335133]Introduction 
Pinterest, a social networking service that enables users to explore and arrange ideas visually, is the subject of this scholarly investigation. In the first half of this article, we will discuss the causes that led to the initial public offering (IPO) of Pinterest, as well as the characteristics that set it apart from other similar services. There is also an assessment of the risks associated with the value of Pinterest, which include competition, dependence on advertising, and limitations on user data. Next, in the second phase, a comprehensive analysis of Pinterest's Compound Annual Growth Rate (CAGR) in comparison to the Nasdaq Composite Index is carried out. Despite the fact that both the Nasdaq and Pinterest had significant growth, it has been noticed that the Nasdaq performed far better than Pinterest. In the next step, the Sharpe and Treynor Ratios are used in order to assess the risk-adjusted returns of both of the firms. Within the context of this particular scenario, it is found that Pinterest has a higher Sharpe Ratio, which indicates that it offers better returns in comparison to risk. Option strategies for Pinterest stock are discussed in the last section, which also includes strangleholds, long and short calls and puts, and other options. Last but not least, the relationship between the yield on 10-year Treasury notes and the economy is discussed.  A number of factors, including economic growth, the cost of borrowing money, and investor confidence, have been seen to be influenced by the yield.
[bookmark: _Toc165335134]Main Body
[bookmark: _Toc165335135]Part 1
[bookmark: _Toc165335136]Pinterest Overview:
There is a unique kind of website known as Pinterest that blends search capabilities with social networking capabilities. Users (known to as "Pinners") search for and organize ideas (referred to as "Pins") on virtual boards, therefore generating a visual blueprint for their objectives. Pinterest is distinguished from other social media platforms and search engines by the "discovery" feature that it offers (SECURITIES AND EXCHANGE COMMISSION, 2019).
Ben Silbermann and Paul Sciarra launched the initial iteration of Pinterest in December 2009, which marks the beginning of the site's development. Because the first draft was too simplistic, Silbermann and Sciarra continued to work on it until it was ready for publication. Pinterest achieved that stage by March 2010 and made it public, however at that time access to the site required acceptance of an invitation or request. By December 2010, as the globe started to appreciate the new startup, Pinterest already had up to 10,000 users. In 2011, Pinterest had such remarkable popularity and download volume that Time magazine included it in their list of the "50 Best Websites of 2011." Pinterest changed its policy on August 10, 2012, allowing anybody to join without an invitation or request, which prompted more users to establish personal accounts. Pinterest launched business accounts that same October.
Being both the CEO and the biggest individual stakeholder of this publicly listed business, Ben Silbermann is the owner of Pinterest. Up to $50.83 million worth of Silbermann shares. Given Pinterest's origin narrative, one may assume that Paul Sciarra remains a co-owner of the business. Nevertheless, Sciarra quit Pinterest in 2012 to work for a completely other organization. According to Pereira (2023), Silbermann is the only CEO of Pinterest at the moment.
[bookmark: _Toc165335137]Business Model:
Pinterest has its own unique economic approach, which allows it to differentiate itself from other websites that share photos. Users create personal pinboards that include photos that have been posted by friends, strangers, and corporations in the past. This serves as an alternative to directly sharing photographs with other group members. In addition, users have the ability to upload and pin their own photographs to pinboards, which are essentially digital portfolios.
Registered users have access to the ability to handle images and other forms of media assets. These users may also organize, save, and manage movies under their account. Not only does this provide clients with a customized experience, but it also enables their friends to see their own pinboards and see what they are doing.
The company calls itself a "visual discovery engine," and it helps clients when it comes to creating plans for the future by allowing them to choose individual photographs or groups of photographs. According to Tarver (2019), one of the most popular demographic groups on Pinterest is comprising women who are in charge of wedding planning.
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[bookmark: _Toc165138683][bookmark: _Toc165338144]Figure 1: Business model of Pinterest
Source: (Pereira, 2023)
[bookmark: _Toc165335138]

Target Market:
Despite the fact that Pinterest caters to a diverse group of users who are seeking for ideas, the platform is particularly geared towards individuals who are interested in planning and visual planning. Travelers, interior designers, hobbyists, and anybody else who is planning a project are all beneficiaries of this.
[bookmark: _Toc165335139]Unique Selling Proposition (USP):
· Rich Media Utility: Pinterest's rich media utility helps connect the links between ideas and outcomes, which is a significant benefit. These materials may be put into effect and are relevant to the concepts that users are looking for (SECURITIES AND EXCHANGE COMMISSION, 2019). Users can also find ideas that are related to those concepts.
· Empowering Environment: An atmosphere That Is Empowering: In contrast to many other social media sites, Pinterest fosters an atmosphere that is both positive and inventive for both users and businesses (SECURITIES AND EXCHANGE COMMISSION, 2019).
[bookmark: _Toc165335140]Reasons for Going Public:
It is likely that Pinterest's choice to go public was likely influenced by the following factors:
· Growth finance: Having access to a larger pool of financing via public markets makes it easier to create new products and increase future growth efforts.
· Increased Brand Recognition: An initial public offering (IPO) has the potential to increase the exposure of a firm and attract new customers and business partners, as stated by Islam, Ali, and Ahmad (2010).
· Investor Liquidity: Taking a company public offers an exit strategy to early investors and staff members who already hold shares of the company. This is referred to as investor liquidity.
[bookmark: _Toc165335141]Key Risks from Pinterest's S-1 and Proposed Valuation:
The S-1 filing that Pinterest has made exposes the company to three key risks, each of which has the potential to influence the value that has been suggested:
1. There is a great deal of rivalry in the fields of social media and discovery. It is possible that new competitors or current companies, such as Facebook or Instagram, might copy the key aspects of Pinterest, which would hinder the growth of users and their engagement with the platform (SECURITIES AND EXCHANGE COMMISSION, 2019).
2. This is the method of making money. Advertising is the primary source of revenue for Pinterest, which is why the company is dependent on advertising. According to the Securities and Exchange Commission (2019), changes in user behavior or economic downturns have the potential to have a negative impact on advertising expenditures.
3. The capacity of Pinterest to collect and exploit user data for targeted advertising may be limited due to stricter government limitations or user concerns about data privacy (SECURITIES AND EXCHANGE COMMISSION, 2019). Pinterest's ability to acquire and exploit user data for purpose of targeted advertising may be constrained.
In view of these potential risks, it could be prudent to approach the recommended value that Pinterest provides with caution. Particularly, the severe danger to competitiveness is a matter that requires careful consideration. (Babar and Habib, 2020) Research conducted by academics indicates that companies that are subjected to intense competition tend to have relatively lower valuations.

[bookmark: _Toc165335142]Part 2
[bookmark: _Toc165335143]CAGR 
Graph 1 displays the Nasdaq Composite Index as well as Pinterest's Compound Annual Growth Rate (CAGR) during the period of 2019 to 2023.
Key observations:
The positive compound annual growth rate (CAGR) data demonstrate that both Pinterest and the Nasdaq Composite Index have had positive growth over the course of the time period in question.
Nasdaq Composite Index performed much better than Pinterest in terms of compound annual growth rate. The compound annual growth rate (CAGR) of Pinterest is about twenty percent over the course of five years, but the CAGR of the Nasdaq Composite Index is more than thirty-five percent.
Year-by-Year Performance:
It would seem that both organizations had a healthy compound annual growth rate (CAGR) to begin with. In 2019, it seems that the compound annual growth rate (CAGR) of the Nasdaq Composite Index is higher than that of Pinterest.
When compared to 2019, Pinterest's compound annual growth rate (CAGR) seems to have increased significantly. It's possible that this is the outcome of a noticeable increase in user activity or a specific trend in the market. Despite Pinterest's growth, the Nasdaq Composite Index seems to have retained its position as the leader in terms of compound annual growth rate.




	[bookmark: _Toc165077259][bookmark: _Toc165138696][bookmark: _Toc165338161]Year
	Millions of US $ (Pinterest)
	Millions of US $ (Nasdaq Composite Index)

	2019
	1,143
	4,258

	2020
	1,693
	5,625

	2021
	2,578
	5,886

	2022
	2,803
	6,226

	2023
	3,055
	6,064

	CAGR
	28%
	9%

	RRI
	28%
	9%



Table 1: CAGR of Pinterest and Nasdaq Composite Index
Source (the data is taken from Yahoo finance): (Yahoo Finance, n.d.)
In the year 2021, Pinterest's compound annual growth rate seems to have remained robust, although maybe seeing a decline from the previous year, 2020. The compound annual growth rate (CAGR) of the Nasdaq Composite Index is still higher than that of Pinterest, despite the fact that it seems to have drastically decreased after 2020.
In 2022, the Nasdaq Composite Index and Pinterest seem to have had a decrease in their compound annual growth rate, which is in contrast to the growth rates witnessed in earlier years. However, Pinterest's compound annual growth rate (CAGR) was still lower than that of the Nasdaq Composite Index.
The Nasdaq Composite Index continues to have a little lead over the other entity, but the compound annual growth rate (CAGR) for both seems to be equivalent after the year 2023.

[bookmark: _Toc165077169][bookmark: _Toc165138690][bookmark: _Toc165338154]Graph 1: CAGR of Pinterest and Nasdaq Composite Index
Source: Self-generated
[bookmark: _Toc165335144]Sharpe and Treynor ratio
	
	Pinterest
	Nasdaq

	Sharpe Ratio
	7%
	1%

	Treynor Ratio
	14%
	4%



[bookmark: _Toc165077260][bookmark: _Toc165138697][bookmark: _Toc165338163]Table 2: Sharpe and Treynor Ratios of Pinterest and Nasdaq Composite Index
Source (the data is taken from Yahoo finance): (Yahoo Finance, n.d.)

[bookmark: _Toc165077170][bookmark: _Toc165138691][bookmark: _Toc165338155]Graph 2: Sarpe and Treynor ratio of Pinterest and Nasdaq Composite Index
Source: Self-generated
The Treynor and Sharpe ratios for the Nasdaq and Pinterest are contrasted in the graph.
The risk-adjusted return on an investment is computed using the Sharpe Ratio. It compares the average return of an investment with its volatility (Dyk, Vuuren and Heymans, 2014). The Treynor Ratio measures the return on investment for each unit of risk, especially market volatility. A higher Treynor Ratio indicates an improved return compared to risk. A higher Treynor Ratio indicates a higher return relative to market risk (Scholz and Wilkens, 2004).
The following is a breakdown of the ratios, along with some potential interpretations:
· The Sharpe Ratio is a method for calculating return after taking into account the impact of risk. By comparing the average return on an investment to the risk-free rate of return, which is often derived by looking at the yield on government treasury notes, it is possible to assess the investment's overall performance. When the Sharpe Ratio is higher, it indicates that the return offered is larger in comparison to the risk. Pinterest seems to have higher returns in comparison to the risk that is taken, as seen by its Sharpe Ratio of 7% in the image, in contrast to the Nasdaq's ratio of 1%. This is based on the statistics presented here.
· The return that is received for each unit of market risk is stated as a ratio, and this is what the Treynor Ratio is. There is a comparison made between the excess return of an investment and the beta of the market. Beta is a unit of measurement that is used to determine how volatile a particular stock is in comparison to the overall market price. If a stock has a beta of one, it indicates that its volatility is the same as that of the market. On the other hand, if the stock has a beta that is more than one, it indicates that the stock's volatility is greater than that of the market. In this particular instance, the Treynor Ratio of Pinterest is 14%, which is higher than the 4% that the Nasdaq has, which indicates that Pinterest may be earning more money per unit of market risk.
The following are some other factors that should be taken into consideration when comparing the performance of Pinterest and the Nasdaq:
· The performance of the Nasdaq and Pinterest may be affected by the general market circumstances, which are a potentially significant factor. In the event that the stock market is experiencing growth, for example, Pinterest and the Nasdaq are likely to see an increase in their relative stock values. On the other side, if the stock market itself is experiencing a downturn, it is probable that the stock prices of Pinterest and the Nasdaq will also see a decrease.
· Aspects that are unique to the company: The profitability of a firm, its financial stability, and its position in the competitive landscape are just a few examples of the many company-specific variables that have the potential to influence the performance of a stock. As an example, if a firm is doing well financially, it is anticipated that the stock price of the company would improve. On the other side, if a firm is experiencing financial problems, it is probable that the stock price of that company would decline.
In the absence of taking these factors into consideration, it is impossible to tell with absolute confidence if the company is functioning more efficiently. The graphic that you showed to me indicates that Pinterest has a better risk-adjusted return than Nasdaq does, despite the fact that Nasdaq has a larger return in proportion to market risk.



[bookmark: _Toc165335145]Part 3
[bookmark: _Toc165335146]Money Call Option
When purchasing a long call or selling a short call, the graph depicts the potential profit or loss that an investor may experience dependent on the movement of the underlying stock price. This may apply to either buying or selling a call option.
Long Call Profit
The long call profit side of the graph illustrates the possible benefit that an option holder may get in the event that the stock price saw an increase. On this graph, the x-axis represents the stock price, while the y-axis represents the profit throughout the period of time.
· If the stock price continues to be lower than the strike price, which in this instance is $110, the long call option will expire worthless, and the investor will lose the whole premium that was paid for the option, which was ten dollars. On the left side of the graph, the line that reads -$10 illustrates this point.
· The long call option will also expire worthless if the stock price is exactly at the strike price ($110), but the investor will still receive their money back since the option will be exercised and they will be able to acquire the shares at the strike price. Both of these scenarios are possible. At the point on the graph that is ($110, $0), this is represented.
· The long call option will provide a profit if the stock price climbs over the strike price. This is the condition under which the option is considered valuable. Whenever there is an increase in the stock price, the option will become more profitable. This may be seen shown by the line that slopes upwards on the right side of the graph. When a long call option is purchased, the maximum profit that may be made is equal to the difference between the stock price and the strike price of the option, minus the option premium that is paid.
Short Call Profit
The short call profit side of the graph illustrates the possible gains that might be made by a seller of a short call, also known as a call option. When compared to the calculation of a long call option, the profit and loss might be computed in a different manner.
· If the stock price continues to be lower than the strike price, the short call option will expire worthless. The seller will keep the whole premium, which in this example is $10, that the option buyer paid for the option. The line that sits at $10 on the right side of the graph illustrates this point.
· In the case that the stock price is exactly at the strike price ($110), the seller will be entitled to keep the premium paid for the short call option when it expires. However, in the event that the buyer exercises the option, the seller will also be required to sell the shares at the strike price. At the point on the graph that is ($110, $0), this is represented.
· If the stock price increases over the strike price, the seller of the short call option will incur a loss of capital. This occurs when the strike price is exceeded. When the stock price goes up, the seller will suffer a greater loss of money. The line that slopes downward and is located on the left side of the graph is a representation of this. The maximum loss that may be incurred from a short call option is equal to the difference between the current stock price and the strike price, less the premium that is acquired by the seller.


[bookmark: _Toc165077171][bookmark: _Toc165138692][bookmark: _Toc165338156]Graph 3: Call Option Payoffs
Source: Self-generated

[bookmark: _Toc165335147]Money Put Option
Long Put Profit
The long-put profit side of the graph depicts the potential profit that has the potential to be obtained by an option holder in the event that the stock price drops. On this graph, the x-axis represents the stock price, while the y-axis represents the profit throughout the period of time.
· In the event that the stock price continues to be higher than the strike price, which in this instance is $100, the long-put option will expire worthless, and the investor will be required to give up the whole premium. On the left side of the graph, the line that reads -$10 illustrates this point.
· The long-put option will also expire worthless if the stock price is exactly at the strike price ($100), but the investor will still receive their money back since the option will be executed and they will be able to sell the shares at the strike price. This is because the option will be executed. The point on the graph that is located at ($100, $0) symbolizes this.
· A long-put option will provide a profit if the stock price falls below the strike price. This is the case if the stock price falls below the strike price. A decrease in the stock price will result in an increase in the option's potential profitability. This may be seen shown by the line that slopes upwards on the right side of the graph. When buying a long-put option, the maximum profit is calculated by subtracting the option premium from the difference between the strike price and the stock price. This formula is used to find the maximum profit.
Short Put Profit
The short put profit side of the graph illustrates the possible profits that might be made by a seller of a put option, also known as a short put. It is important to note that the profit and loss is calculated differently when compared to a long-put option.
· Above the strike price: If the stock price continues to be higher than the strike price by the time the short put option expires, the seller will keep the entire premium that the option buyer paid, which in this example is ten dollars. The line that sits at $10 on the right side of the graph illustrates this point.
· In the event that the stock price is precisely at the striking price of $100, the short put option will expire, and the seller will keep the premium. This occurs when the stock price is exactly at the strike price. On the other hand, if the buyer decides to exercise the option, they will be required to acquire the shares at the price defined by the strike. The point on the graph that is located at ($100, $0) symbolizes this.
· The seller of the short put option will incur a loss of capital if the stock price falls below the strike price. This occurs when the stock price falls below the strike price. As the stock price continues to fall, the seller will suffer a greater loss of capital. The line that slopes downward and is located on the left side of the graph is a representation of this. The maximum loss with short put options is equal to the difference between the strike price and the stock price, less the premium that the seller gets. This is the greatest loss that may occur with short put options.

[bookmark: _Toc165077172][bookmark: _Toc165138693][bookmark: _Toc165338157]Graph 4: Put Option Payoffs
Source: Self-generated


[bookmark: _Toc165335148]Strangle
In the world of options trading, the term "strangling" refers to the phenomenon of purchasing a put option and a call option on the same underlying stock at the same expiration date, but with different strike prices (Alam, 2022).
We might construct a stranglehold for Pinterest in the following manner:
Choosing Strike Prices:
Put Option: The strike price of the put option must be lower than the current price of the PINS stock in order to maintain the put option. In the event that the stock price drops significantly, this will protect us (and maybe even raise our profit margin) from the implications of the situation. Let us assume for the time being that the price of a share of Pinterest is ten dollars. A put option with a strike price of $8 is one of the options that we have with which to pick. If the stock price falls below $8, then the put option will begin to create a profit. This is the implication of the situation.
Call Option: The strike price of the call option must be set at a level that is greater than the current price of the Pinterest shares. If there is a significant increase in the price of the stock, this will protect us from any losses that may occur. Consider for a minute that we have decided to agree on a call option with a strike price of $12. Given this information, it can be deduced that the call option will provide a profit if the stock price rises to more than $12.
Expiration Date:
In addition to this, a date of expiration must be selected for both the put and call options. The outcome of this will be determined on your prognosis for Pinterest as well as your degree of risk tolerance. The two outcomes that result from shorter expiry dates are a reduction in premiums, which represent the cost of the options, and an increase in the likelihood of incurring a loss of capital in the event that the stock price does not move enough before the expiration date. The longer the expiration date, the more time you will have for the stock price to climb in your favor, even if the initial cost may be higher for longer expiration periods.
Understanding the Payoff:
· If the price of Pinterest's stock climbs much over $12, which is the strike price of the call option, the call option will become more profitable and will compensate for any loss that may have been incurred by the put option.
· If the price of Pinterest's stock drops much below $8, which is the strike price of the put option, the put option will become more profitable and will compensate for any loss that may have been incurred regarding the call option.
· In the event that the stock price stays relatively stable between $8 and $12, the put and call options will both expire worthless, and you will lose the premiums that you paid for each option. This is the case if the stock price remains relatively unchanged.

[bookmark: _Toc165335149]Part 4
[bookmark: _Toc165335150]10Y Note
Performance of 10Y note:
Ten-year Treasury notes, often known as 10Y notes, are considered to be a benchmark for the United States government bond market since they show investor confidence in the economy and future interest rates. When analyzing its performance from January 2013 to December 2023, it is necessary to take into consideration the economic climate as a whole.
· Early Recovery (2013-2016): Immediately after the financial crisis that occurred in 2008, the Federal Reserve (Fed) initiated quantitative easing (QE) operations. These operations consisted of decreasing interest rates and supporting the economy by purchasing vast amounts of government assets. Since the beginning of this period, the yield on the 10-year note has been decreasing. According to the Federal Reserve Bank of St. Louis (Federal Reserve Bank, 2024), the yield reached its highest point in July 2016, when it was 1.38 percent. Prior to that, it had been trading at around 1.74 percent in January 2013.
· Gradual Normalization (2017-2019): As the economy began to show signs of improvement, the Federal Reserve moved to raise interest rates and reduce its quantitative easing program. The effect was that the yield on the 10-year note progressively grew over time. By the end of the year 2019, the yield had reached 1.90 percent (Federal Reserve Bank, 2024).
· Pandemic and Policy Response (2020-2023): As a result of the COVID-19 outbreak, the economy saw a significant fall in the year 2020. In response, the Federal Reserve reduced interest rates and resumed quantitative easing (QE). The yield on the 10-year note began to gradually climb after dropping to all-time lows (about 0.50% in March 2020). This occurred as the economy began to recover and concerns about inflation began to grow. It is possible that the yield by December 2023 may vary anywhere from 2.5 percent to 4 percent, depending on the month and the status of the economy.
In summary, the yield on the 10-year note had a significant fall after the crisis, a moderate rise during the normalization period, and a volatile phase as a result of the pandemic and the subsequent policy actions.

Impact of changes in the yield of this note upon consumer debt:
There are a number of ways in which the yield on the 10-year note influences consumer debt.
· Rates of Interest on Loans: The yield on the 10-year note is often used as the foundation for the interest rates that are established by banks and other lenders. There is a correlation between yield rises and an increase in the cost of consumer borrowing, which results in an increase in the cost of variable-rate loans, such as adjustable-rate mortgages.
· Consumer Sentiment: The confidence of customers may be impacted by fluctuations in bond rates, which might have an effect on the sentiment of consumers. A rising yield may be seen as a sign of economic optimism, which would encourage individuals to borrow money for the purpose of making purchases or investments. On the other side, a falling yield may be an indication of economic problems, which would force consumers to delay taking on further debt (The Conference Board, 2024). An example of this would be if the yield started to decline. 

[bookmark: _Toc165335151]Conclusions:
Pinterest is a social networking platform that offers a unique blend of search and social networking elements. It caters to a specialized user base consisting of individuals who are seeking for ideas and planning projects. Despite the fact that the initial public offering (IPO) of the firm is intended to give investor liquidity, improve brand recognition, and obtain access to growth finance, the company's primary worries are competition, dependency on advertising revenue, and the possibility of limits on the collection of user data. Pinterest's compound annual growth rate (CAGR) was positive during the last five years, despite the fact that it lagged the Nasdaq Composite Index during that time period. Treynor and Sharpe ratios that were greater than average suggested that the investment had better risk-adjusted returns. On the basis of an investor's forecast on the movement of Pinterest's stock price, an analysis of various options strategies, including strangles, long calls, short calls, may be carried out. Last but not least, fluctuations in the yield on the 10-year Treasury note may have an impact on the value of Pinterest as well as the amount of debt that customers hold. While a rise in interest rates may be an indication of investor confidence, it may also lead to an increase in the cost of borrowing money. On the other hand, a decrease in rates may be an indication of unstable economic circumstances. When everything is taken into consideration, it is vital to do a thorough investigation of these factors in order to make intelligent decisions on Pinterest investments.
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Sharpe & Treynor Ratio
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CAGR
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