Banking and Financial Economics

Part B. Quantitatively review the share price performance of Uber
a) Uber’s price performance
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Figure 1. Uber’s one year trade price                               Figure 2. Uber’s five year trade price
(Source: https://uk.finance.yahoo.com/quote/UBER)                   (Source: https://uk.finance.yahoo.com/quote/UBER)

Uber's IPO in 2019 garnered significant attention, but its first day of trading on the New York Stock Exchange saw a decline of 7.6% (Feiner, 2019), indicating investor skepticism towards Uber's business model. However, in recent years, Uber's performance has improved, leading to increased interest from potential investors. As shown in Figure 2, Uber's stock price has experienced rapid growth since 2021, contrasting sharply with its dismal performance at the time of its public listing in 2019. By 2024, Uber's stock price had risen by nearly 150%, largely due to cost-cutting initiatives by Uber's new CEO, Khosrowshahi, who divested non-core businesses such as autonomous vehicles and found new revenue streams in areas like advertising. From 2016 to 2023, Uber's revenue grew from $3.85 billion to $37.3 billion, nearly a tenfold increase, equivalent to a compound annual growth rate of 38.30%. Operating expenses dropped significantly from 67% in 2016 to 15.5% in 2023, while research and development costs reduced from 22.5% of revenue to 7.9% during the same period. Consequently, Uber achieved a milestone of $1.11 billion in profit in 2023 (Hung Tran, 2024).

Figure 2 and the data in Appendix 1 demonstrate Uber's rapid stock price increase over the past year, with a growth of nearly 45% from April 2023 to April 2024, reflecting the market's recognition of its operational growth. The stock experienced a maximum decrease of -5.68% and a maximum increase of 14.73% over the past year, with a standard deviation of 0.023 (Appendix 1). However, while the sustained rapid rise in Uber's stock price signals market confidence in its future prospects, it may also raise concerns among some investors about its valuation potentially being overestimated.

b) Calculate the compound annual growth rate (CAGR), comparing it to an appropriate index.

CAGR stands for Compound Annual Growth Rate. It measures the annual growth rate of an investment over time, taking into account the effect of compounding. It is commonly used to assess and compare the past performance of an investment or to forecast its expected future returns. The compound annual growth rate is a useful tool for comparing various investments over similar periods. One of the advantages of CAGR is that it is not affected by misleading percentage changes that can occur during the investment period. A disadvantage of CAGR is that it assumes growth remains constant throughout the entire investment period. For investments with high volatility, this smoothing mechanism can produce results that differ from actual outcomes. Another drawback of CAGR is that it does not take into account value changes caused by an investor's decision to further fund or liquidate assets (CFI team, n.d.).
Based on the calculation formula for CAGR (Appendix B), we can determine Uber's CAGR as follows.

	vfinal
	76.81

	vbegin
	31.39

	t
	251

	CAGR
	0.0036


Table1.

c) Calculate and comment the Sharpe and Treynor ratios for two different one year periods.

The Sharpe Ratio is an indicator used to measure the risk-adjusted return of a portfolio, helping investors to evaluate the additional return obtained per unit of risk, and is used to compare the performance of different portfolios (Arnold and Lewis, 2024, p.292). A higher Sharpe Ratio indicates that a portfolio has achieved higher returns for the amount of risk taken.
Based on the calculation formula for the Sharpe Ratio (Appendix B), we can determine Uber's Sharpe Ratio as follows.

	rp-rf
	1.4169576

	stanard deviation
	0.0226585

	Sharpe ratio
	0.4723192


Table 2.

The Treynor Ratio measures the return in excess of the risk-free rate divided by the beta value, to observe the excess return generated per unit of market risk. The Sharpe Ratio is the return in excess of the risk-free rate divided by the standard deviation (Arnold and Lewis, 2024, p.292).
Based on the calculation formula for the Treynor Ratio (Appendix B), we can determine Uber's Treynor Ratio as follows.

	rp-rf
	1.4169576

	Beta
	1.37

	Treynor ratio
	1.0342757


Table 3.
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Appendix A． Uber’s share price performance over the past one year

	Date
	Close
	RETURNS
	Date
	Close
	RETURNS
	Date
	Close
	RETURNS

	2023/4/4
	31.39 
	　
	2023/6/9
	40.99 
	1.81%
	2023/8/16
	43.65 
	-0.98%

	2023/4/5
	31.12 
	-0.86%
	2023/6/12
	41.74 
	1.83%
	2023/8/17
	43.97 
	0.73%

	2023/4/6
	31.18 
	0.19%
	2023/6/13
	41.41 
	-0.79%
	2023/8/18
	44.69 
	1.64%

	2023/4/10
	31.74 
	1.80%
	2023/6/14
	41.27 
	-0.34%
	2023/8/21
	44.63 
	-0.13%

	2023/4/11
	31.12 
	-1.95%
	2023/6/15
	43.36 
	5.06%
	2023/8/22
	44.35 
	-0.63%

	2023/4/12
	30.59 
	-1.70%
	2023/6/16
	43.52 
	0.37%
	2023/8/23
	45.14 
	1.78%

	2023/4/13
	31.44 
	2.78%
	2023/6/20
	42.17 
	-3.10%
	2023/8/24
	44.68 
	-1.02%

	2023/4/14
	31.48 
	0.13%
	2023/6/21
	42.66 
	1.16%
	2023/8/25
	43.96 
	-1.61%

	2023/4/17
	32.08 
	1.91%
	2023/6/22
	42.81 
	0.35%
	2023/8/28
	44.15 
	0.43%

	2023/4/18
	31.73 
	-1.09%
	2023/6/23
	43.34 
	1.24%
	2023/8/29
	45.35 
	2.72%

	2023/4/19
	32.04 
	0.98%
	2023/6/26
	44.42 
	2.49%
	2023/8/30
	46.51 
	2.56%

	2023/4/20
	31.50 
	-1.69%
	2023/6/27
	43.83 
	-1.33%
	2023/8/31
	47.23 
	1.55%

	2023/4/21
	30.83 
	-2.13%
	2023/6/28
	44.24 
	0.94%
	2023/9/1
	47.04 
	-0.40%

	2023/4/24
	30.68 
	-0.49%
	2023/6/29
	42.58 
	-3.75%
	2023/9/5
	46.55 
	-1.04%

	2023/4/25
	29.59 
	-3.55%
	2023/6/30
	43.17 
	1.39%
	2023/9/6
	45.90 
	-1.40%

	2023/4/26
	29.68 
	0.30%
	2023/7/3
	43.09 
	-0.19%
	2023/9/7
	46.27 
	0.81%

	2023/4/27
	29.70 
	0.07%
	2023/7/5
	43.66 
	1.32%
	2023/9/8
	47.24 
	2.10%

	2023/4/28
	31.05 
	4.55%
	2023/7/6
	42.11 
	-3.55%
	2023/9/11
	48.94 
	3.60%

	2023/5/1
	32.74 
	5.44%
	2023/7/7
	42.91 
	1.90%
	2023/9/12
	47.92 
	-2.08%

	2023/5/2
	36.52 
	11.55%
	2023/7/10
	42.78 
	-0.30%
	2023/9/13
	48.16 
	0.50%

	2023/5/3
	37.84 
	3.61%
	2023/7/11
	44.36 
	3.69%
	2023/9/14
	48.32 
	0.33%

	2023/5/4
	37.49 
	-0.92%
	2023/7/12
	44.52 
	0.36%
	2023/9/15
	47.52 
	-1.66%

	2023/5/5
	37.75 
	0.69%
	2023/7/13
	45.64 
	2.52%
	2023/9/18
	46.51 
	-2.13%

	2023/5/8
	38.83 
	2.86%
	2023/7/14
	44.75 
	-1.95%
	2023/9/19
	47.59 
	2.32%

	2023/5/9
	38.19 
	-1.65%
	2023/7/17
	45.51 
	1.70%
	2023/9/20
	46.55 
	-2.19%

	2023/5/10
	38.79 
	1.57%
	2023/7/18
	47.41 
	4.17%
	2023/9/21
	44.60 
	-4.19%

	2023/5/11
	38.42 
	-0.95%
	2023/7/19
	47.12 
	-0.61%
	2023/9/22
	44.41 
	-0.43%

	2023/5/12
	38.45 
	0.08%
	2023/7/20
	46.57 
	-1.17%
	2023/9/25
	44.91 
	1.13%

	2023/5/15
	38.14 
	-0.81%
	2023/7/21
	47.23 
	1.42%
	2023/9/26
	44.27 
	-1.43%

	2023/5/16
	37.44 
	-1.84%
	2023/7/24
	47.32 
	0.19%
	2023/9/27
	45.14 
	1.97%

	2023/5/17
	37.84 
	1.07%
	2023/7/25
	47.17 
	-0.32%
	2023/9/28
	46.14 
	2.22%

	2023/5/18
	39.25 
	3.73%
	2023/7/26
	47.31 
	0.30%
	2023/9/29
	45.99 
	-0.33%

	2023/5/19
	39.18 
	-0.18%
	2023/7/27
	46.61 
	-1.48%
	2023/10/2
	45.68 
	-0.67%

	2023/5/22
	39.17 
	-0.03%
	2023/7/28
	48.14 
	3.28%
	2023/10/3
	44.51 
	-2.56%

	2023/5/23
	38.66 
	-1.30%
	2023/7/31
	49.46 
	2.74%
	2023/10/4
	44.94 
	0.97%

	2023/5/24
	37.96 
	-1.81%
	2023/8/1
	46.65 
	-5.68%
	2023/10/5
	44.61 
	-0.73%

	2023/5/25
	37.95 
	-0.03%
	2023/8/2
	46.96 
	0.66%
	2023/10/6
	45.78 
	2.62%

	2023/5/26
	38.45 
	1.32%
	2023/8/3
	45.91 
	-2.24%
	2023/10/9
	45.45 
	-0.72%

	2023/5/30
	37.56 
	-2.31%
	2023/8/4
	45.20 
	-1.55%
	2023/10/10
	46.63 
	2.60%

	2023/5/31
	37.93 
	0.99%
	2023/8/7
	44.95 
	-0.55%
	2023/10/11
	46.64 
	0.02%

	2023/6/1
	38.48 
	1.45%
	2023/8/8
	45.16 
	0.47%
	2023/10/12
	45.95 
	-1.48%

	2023/6/2
	39.73 
	3.25%
	2023/8/9
	44.11 
	-2.33%
	2023/10/13
	43.48 
	-5.38%

	2023/6/5
	40.42 
	1.74%
	2023/8/10
	44.60 
	1.11%
	2023/10/16
	44.71 
	2.83%

	2023/6/6
	40.25 
	-0.42%
	2023/8/11
	43.71 
	-2.00%
	2023/10/17
	44.38 
	-0.74%

	2023/6/7
	38.99 
	-3.13%
	2023/8/14
	44.85 
	2.61%
	2023/10/18
	43.00 
	-3.11%

	2023/6/8
	40.26 
	3.26%
	2023/8/15
	44.08 
	-1.72%
	2023/10/19
	42.72 
	-0.65%

	2023/10/24
	44.19 
	2.67%
	2024/1/2
	58.38 
	-5.18%
	2024/3/11
	77.47 
	-1.56%

	2023/10/25
	42.35 
	-4.16%
	2024/1/3
	58.25 
	-0.22%
	2024/3/12
	78.32 
	1.10%

	2023/10/26
	40.62 
	-4.09%
	2024/1/4
	57.80 
	-0.77%
	2024/3/13
	78.25 
	-0.09%

	2023/10/27
	41.23 
	1.50%
	2024/1/5
	57.58 
	-0.38%
	2024/3/14
	77.65 
	-0.77%

	2023/10/30
	42.73 
	3.64%
	2024/1/8
	59.01 
	2.48%
	2024/3/15
	76.07 
	-2.03%

	2023/10/31
	43.28 
	1.29%
	2024/1/9
	60.30 
	2.19%
	2024/3/18
	75.70 
	-0.49%

	2023/11/1
	43.83 
	1.27%
	2024/1/10
	62.41 
	3.50%
	2024/3/19
	77.08 
	1.82%

	2023/11/2
	46.48 
	6.05%
	2024/1/11
	63.47 
	1.70%
	2024/3/20
	78.64 
	2.02%

	2023/11/3
	47.75 
	2.73%
	2024/1/12
	63.20 
	-0.43%
	2024/3/21
	80.25 
	2.05%

	2023/11/6
	48.14 
	0.82%
	2024/1/16
	63.65 
	0.71%
	2024/3/22
	80.23 
	-0.02%

	2023/11/7
	49.92 
	3.70%
	2024/1/17
	63.12 
	-0.83%
	2024/3/25
	79.41 
	-1.02%

	2023/11/8
	49.50 
	-0.84%
	2024/1/18
	64.88 
	2.79%
	2024/3/26
	77.91 
	-1.89%

	2023/11/9
	50.05 
	1.11%
	2024/1/19
	65.11 
	0.35%
	2024/3/27
	78.11 
	0.26%

	2023/11/10
	51.58 
	3.06%
	2024/1/22
	64.55 
	-0.86%
	2024/3/28
	76.99 
	-1.43%

	2023/11/13
	52.24 
	1.28%
	2024/1/23
	64.32 
	-0.36%
	2024/4/1
	76.40 
	-0.77%

	2023/11/14
	53.88 
	3.14%
	2024/1/24
	63.76 
	-0.87%
	2024/4/2
	76.98 
	0.76%

	2023/11/15
	53.76 
	-0.22%
	2024/1/25
	66.00 
	3.51%
	2024/4/3
	76.81 
	-0.22%

	2023/11/16
	54.42 
	1.23%
	2024/1/26
	65.52 
	-0.73%

	2023/11/17
	54.44 
	0.04%
	2024/1/29
	66.98 
	2.23%

	2023/11/20
	54.75 
	0.57%
	2024/1/30
	66.84 
	-0.21%

	2023/11/21
	54.85 
	0.18%
	2024/1/31
	65.27 
	-2.35%

	2023/11/22
	55.37 
	0.95%
	2024/2/1
	66.73 
	2.24%

	2023/11/24
	55.32 
	-0.09%
	2024/2/2
	68.07 
	2.01%

	2023/11/27
	56.06 
	1.34%
	2024/2/5
	68.99 
	1.35%

	2023/11/28
	56.21 
	0.27%
	2024/2/6
	70.47 
	2.15%

	2023/11/29
	56.40 
	0.34%
	2024/2/7
	70.65 
	0.26%

	2023/11/30
	56.38 
	-0.04%
	2024/2/8
	71.61 
	1.36%

	2023/12/1
	57.35 
	1.72%
	2024/2/9
	70.91 
	-0.98%

	2023/12/4
	58.63 
	2.23%
	2024/2/12
	69.12 
	-2.52%

	2023/12/5
	57.97 
	-1.13%
	2024/2/13
	68.99 
	-0.19%

	2023/12/6
	59.75 
	3.07%
	2024/2/14
	79.15 
	14.73%

	2023/12/7
	60.98 
	2.06%
	2024/2/15
	81.39 
	2.83%

	2023/12/8
	61.70 
	1.18%
	2024/2/16
	78.41 
	-3.66%

	2023/12/11
	62.46 
	1.23%
	2024/2/20
	76.60 
	-2.31%

	2023/12/12
	62.72 
	0.42%
	2024/2/21
	76.44 
	-0.21%

	2023/12/13
	61.97 
	-1.20%
	2024/2/22
	78.03 
	2.08%

	2023/12/14
	62.50 
	0.86%
	2024/2/23
	78.20 
	0.22%

	2023/12/15
	61.86 
	-1.02%
	2024/2/26
	78.36 
	0.20%

	2023/12/18
	61.73 
	-0.21%
	2024/2/27
	78.75 
	0.50%

	2023/12/19
	62.12 
	0.63%
	2024/2/28
	77.73 
	-1.30%

	2023/12/20
	60.68 
	-2.32%
	2024/2/29
	79.50 
	2.28%

	2023/12/21
	61.46 
	1.29%
	2024/3/1
	81.03 
	1.92%

	2023/12/22
	61.71 
	0.41%
	2024/3/4
	81.30 
	0.33%

	2023/12/26
	61.98 
	0.44%
	2024/3/5
	79.09 
	-2.72%

	2023/12/27
	63.28 
	2.10%
	2024/3/6
	78.64 
	-0.57%

	2023/12/28
	63.14 
	-0.22%
	2024/3/7
	79.41 
	0.98%

	2023/12/29
	61.57 
	-2.49%
	2024/3/8
	78.70 
	-0.89%



Appendix B． Equations

	CAGR
	

	Sharpe Ratio
	

	Treynor Ratio
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