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THESIS 
 
Pareto Capital initiates coverage of Uber Technologies, Inc. with a BUY rating and a $118.33 target price over an 8–
16-month horizon. Our thesis (a result of the Pareto Paradigm) is based on Uber’s transition from platform scale to 
operating leverage: as revenue continues to grow, margins have expanded, free cash flow generation has improved 
sharply, and leverage has declined. While regulation and autonomous vehicle disruption remain key risks, we 
believe Uber’s network density, multi-product ecosystem, and cash-flow profile support further upside. 

 
 
FINANCIAL ANALYSIS 
 
We analyzed four major aspects of Uber’s financials: its 3 statement reports, ratio data, peer comparison metrics, and 
historical valuation multiples.1 Below is a breakdown of key takeaways our team found. 
 
A thorough analysis of Uber’s income statement, balance sheet, and cash flows brought a single resounding 
conclusion: the company is in an extremely stable financial condition. In fact, the past two years have seen notable 
growth across all sectors of operation and set the stage for a continued capital-heavy future. 

 
1 All metrics quoted in US$ 
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Operationally, Uber has improved 
on virtually all metrics. Revenue 
has expanded to 14% growth YoY, 
largely due to mobility/delivery 
expansion. Gross margins have 
improved to 33.4%, reflecting 
more efficient unit economics and 
higher operational profitment of 
their EBIT, adj. EBITDA, and 
EBIT margin all told the same 
story–Uber has gone from 

negative percentages to major operational leverage and revenue scale since 2022. Net income is perhaps one of the 
strongest bottom-line turnarounds from -$9.14B to $10.05B. We attribute this growth to a multitude of factors, 
namely impressive margin growth even with the COGS constraint2 on their mobility/delivery revenue lines, equity 
in adjacent international operators such as Didi and Grab, and maturity in the space. 
 
The boosts in the income and balance sheet trickle down into the company and to shareholders as well. 
Revenue/employee has grown to ~$1.53M, ROE and ROIC are performing strongly respectively, and debt/equity 
has fallen to just 0.40x, putting investors at ease with decreased leverage risk. Of course, the company has achieved 
all of this whilst vastly improving their cash flows; indeed, the CFO increased from $642M in 2022 to $10.1B in 
2025 and FCF increasing from $390M to $9.76B likewise. Pareto expects CFI to increase due to rapid investments 
Uber has taken on in the past year, however we believe this growth is fueled by a well-oiled machine, to say the 
least. 

 
 

 
 
Uber’s balance sheet has also de-risked meaningfully. 
Liquidity remains adequate, with the current ratio 
improving from 1.04x in 2022 to 1.14x in 2025, while 
cash continues to make up a large share of current 
assets at roughly 59%. The acid-test ratio sits just 
below 1.0x, suggesting short-term coverage is not 
excessive, but still supported by a high-quality cash 
position and stronger operating cash flow. More 
importantly, leverage has fallen sharply: debt-to-equity 
declined from 1.33x to 0.40x, and debt-to-capital fell 
from 57% to 29%. 

 
2 There is limited extractable revenue due to labour regulations and low-cost fleets which constitute the majority of Uber’s mobility/delivery 
operators 
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VALUATIONS 
 

 
 
Our valuation analysis, based on a peer comparison approach, leads to the conclusion that Uber Technologies, Inc. 
appears undervalued relative to its profitability metrics. Although Uber leads its peer group in revenue, EBITDA, 
EBIT, and net earnings, the company trades at lower EV/EBITDA, EV/EBIT, and P/E multiples than peers such as 
DoorDash, Inc. and Grab Holdings Limited. While competitors like Lyft, Inc. exhibit lower headline valuation 
multiples, these are less meaningful given their comparatively weaker profitability profiles. Greater emphasis was 
placed on EV/EBITDA and P/E multiples, as these metrics more accurately reflect Uber’s expanding margins and 
strengthening earnings capacity. Although the EV/Sales methodology generated the lowest implied valuation, we 
consider it less representative because it does not fully capture Uber’s significant operating leverage and improving 
profitability. Based on the weighted average of the selected implied share prices, we derive a target price of $118.33 
per share. 
 
INDUSTRY OVERVIEW 
 
The ride-hailing and delivery industry has undergone significant structural changes from a subsidy-led growth 
market into a platform-driven market. Early competition was driven by discounts, driver incentives, and aggressive 
customer acquisition. Nowadays, the most successful businesses services, advertising, home/retail delivery into 
broader “super-app” functionality. Overall, the industry operates as an asset-light marketplace: platforms do not 
usually own outright but rather match market demand. Business models are heavily reliant on network density–the 
larger the platform, the better it can do and the more efficient it is. Accordingly, one can note the abundance of big 
fishes often eating little ones (in less metaphoric terms, survival is of the fattest rather than the fittest).  

The sector is moving from land-grab growth toward profitability and ecosystem depth. Business is expanding 
beyond core rides and restaurant delivery into a large portion of consumers’ day-to-day lifestyles. Additionally, 
while the business model is ever-growing, new technology adoption is shaping up to change the paradigm 
throughout the rest of the decade. Autonomous vehicles (AVs) could eventually improve industry cost structures, but 
adoption is likely to be uneven and capital-intensive. Partnerships are on the rise, AI has become a major factor in 
productivity, and the industry backdrop has set up a battleground for fierce competition as the profit pie swells. 

EXTERNAL/INTERNAL ANALYSES 

Uber’s strongest competitive advantage lies in its network density, where a larger rider base attracts more drivers, 
improving wait times, pricing reliability, and service availability. This creates a self-reinforcing ecosystem that 
becomes increasingly difficult for competitors to replicate or displace. The company operates through a diversified 
multi-product platform that includes Mobility, Delivery, Freight, memberships, and advertising, allowing Uber to 
increase user engagement while monetizing the same customer base across multiple services. In addition, Uber 
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benefits from strong global brand recognition, extensive geographic scale, integrated payment infrastructure, and 
significant amounts of routing and pricing data accumulated over time.  

Together, these factors provide meaningful cost efficiencies and convenience advantages that smaller competitors 
struggle to match. While the report successfully identified Uber’s economic moat, it would also benefit from a brief 
overview of how the company’s business model and operating segment's function. Including this context would 
strengthen the analysis by providing clearer insight into how Uber generates revenue and leverages its ecosystem 
across business lines. This is an area that can be further developed in future reports to improve the overall depth and 
completeness of the analysis. 

In general: Uber’s external environment is broadly supportive for long-term growth. Nevertheless, the company 
remains exposed to regulation, trust, and technology disruption.  

Political – the largest risk is driver classification: Uber is unlikely to be banned in major markets, but governments 
may increasingly require minimum earnings, benefits, insurance, or stronger worker protections. This could raise 
compliance costs and pressure margins. 

Economical – Uber is moving from a high-growth platform toward a more mature cash-flow business: Its large user 
base, high trip volume, and growing gross bookings suggest that the platform is becoming closer to a daily utility 
than a purely discretionary service. However, demand and margins remain exposed to inflation, fuel prices, 
consumer spending, and foreign exchange. 

Social – Uber benefits from convenience culture and habit formation: Consumers increasingly use Uber across 
rides, delivery, groceries, and travel, making the ecosystem stickier. The main social risk is trust. Safety incidents, 
weak driver relations, or negative public perception of gig work could damage the brand and increase regulatory 
pressure. 

Technological – autonomous vehicles are the most important long-term variable: AVs could lower the importance 
of human drivers and improve efficiency, but they could also force Uber to move away from its asset-light model 
through fleet investment, partnerships, or higher capital commitments. The key question is whether Uber can remain 
in the marketplace layer in an autonomous transportation world. 

Legal – Uber faces material risk from lawsuits, privacy rules, consumer protection claims, safety liability, and 
labour disputes: These risks matter because they can create direct financial costs through fines, settlements, refunds, 
insurance expenses, or forced changes to business practices. 

Environmental – Uber’s sustainability goals are not a major near-term thesis driver because the company does not 
own most vehicles on its platform: However, the transition toward EVs and lower-emission transportation may affect 
brand reputation, city-level access, and future compliance requirements. Overall, environmental factors are 
secondary compared with labour regulation, legal exposure, and autonomous vehicle disruption. 

Overall, the PESTLE analysis suggests that Uber’s demand environment remains strong, but its future upside 
depends on whether the company can protect margins while managing regulation, trust, legal exposure, and the 
transition to autonomous mobility. 

RISKS & VERDICT 

A thorough analysis of Uber led Pareto Capital to adopt the following risk analysis and conclusion. It is obvious that 
Uber’s financial profile has materially improved since 2022. Revenue grew from $31.9B to $52.0B in 2025, while 
operating margin moved from -3.3% to 11.9%. Free cash flow was the clearest plus point: FCF rose from $390M to 
$9.76B, with FCF margin expanding to 18.8%. Leverage has also become less concerning, with debt-to-equity 
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falling from 1.33x to 0.40x. It suffices to say, the heavy lifting of getting the company out of financial burden the 
past three years has been successfully accomplished, setting the stage for much potential throughout the rest of the 
decade. 

A notable risk is that Uber’s valuation already reflects much of this improvement. Its EV/EBITDA multiple has 
compressed from extreme levels, but at roughly 18x TTM, the stock still depends on continued EBITDA growth, 
margin expansion, and durable free cash flow. Rapid diversification has been in the focus of Uber in the past 
calendar year, yet one may find that putting one’s eggs in many baskets can be a timely and precarious matter. 
Indeed, to continuously grow and raise the target share price ceiling is dependent on more external factors than Uber 
might like.  

Strategically, the largest uncertainty–beyond near-term regulatory perils–is autonomous vehicles. AVs could 
strengthen Uber’s role as the leading demand aggregator if partners such as Waymo, Rivian, Lucid, or other fleet 
operators use Uber’s network to scale rides. In that scenario, the firm benefits from more supply, better utilization, 
and a stronger marketplace without fully owning the hardware risk. The bear case says otherwise: AV operators 
build their own consumer apps, remove drivers from the cost structure, and reduce Uber’s role to a lower-margin 
distribution layer. Uber also faces execution risk across newer growth areas such as delivery, advertising, parking, 
freight, and international super-app expansion. Growth, in Uber’s case, can always become a double-edged sword. 

In our view, regulation remains pertinent to consider when evaluating when to enter a position, albeit with an 
uncertain threat level. Rather than dive deep into the legislative possibilities, our team chose to learn the present 
facts and consider the threat of impact, a notion we found to be moderate at best. Driver classification, labour rules, 
insurance costs, and city-level operating restrictions could pressure margins, especially in the EU (recall Dec. 2026 
as posing a crucial turning point) and other markets where gig-work reform is less settled. Nevertheless, we believe 
the current financial health would allow Uber to weather short-term pricing adjustments whilst they adapt. 

Our base view is constructive, but not unrestrictedly bullish. Uber’s operating momentum, cash-flow strength, and 
network scale support a positive medium-term outlook. Given the upside implied by our financial trend analysis 
(there is notable undervaluation presently), we view the stock as an attractive medium-term buy over the next 8–16 
months. 
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IMPORTANT DISCLOSURE 
 
This document was produced by Pareto Capital for internal use and/or direct publication; distribution to or by 
unauthorized parties is strictly forbidden. Prior to making any decision to invest in a public security, investors 
should seek their own legal advice and be aware of any legal considerations relevant to making, maintaining, 
or divesting such investment. 
 
Pareto Capital is a student organization with members based at the University of Toronto and Western University, 
established to provide its members with opportunities to engage in financial research and develop their understanding 
of the finance industry. It is important to understand that Pareto Capital is not an incorporated body, 
partnership, or legal entity of any kind. The organization operates purely as an educational entity, driven by students 
for the benefit of student learning and experience. The research publications produced by Pareto Capital are 
created with the sole purpose of enhancing educational knowledge and should in no way be interpreted as 
professional investment advice. These publications are the result of student efforts, relying on publicly available 
information and academic resources. Consequently, the accuracy, completeness, and reliability of the research cannot 
be guaranteed. The content presented is intended to foster academic discussion and learning among students 
and should not be used as the basis for making real-world investment decisions. Members of Pareto Capital are 
students who do not possess any professional licenses or certifications. They engage in research activities as 
part of their educational development, without the oversight or endorsement of any regulatory bodies. The 
insights and analyses presented in Pareto Capital’s publications reflect the students’ academic understanding and 
interpretations, and not those of certified financial professionals. Given these circumstances, it is crucial for readers 
and recipients of Pareto Capital’s research publications to exercise caution and seek advice from certified financial 
advisors before making any investment decisions. Pareto Capital disclaims any responsibility for any losses or 
damages incurred as a result of relying on the information contained in its publications. 
 
This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or 
resident of, or located in, any locality, state, country, or other jurisdiction where such distribution, publication, 
availability, or use would be contrary to law or regulation. The securities discussed in this document may not be 
eligible for sale in some jurisdictions. This research is not an offer to sell or a solicitation of an offer to buy any security 
in any jurisdiction where such an offer would be illegal. It does not constitute a personal recommendation nor does it 
take into account the particular investment objectives, financial situations, or needs of individual readers. Information 
in this report should not be construed as advice designed to meet the individual objectives of any particular investor. 
Investors should not consider this report as a factor in making their investment decision. Consultation with your 
investment advisor is recommended. Past performance is not a guide to future performance, future returns are not 
guaranteed, and a loss of original capital may occur. 
 
The information provided is as of the date indicated and is subject to change. It should not be deemed a 
recommendation to buy or sell any security. Certain information has been obtained from third-party sources we 
consider reliable, but we do not guarantee that such information is accurate or complete. Members of Pareto 
Capital may have information that is not available to the contributors of the information contained in this publication. 
 
Pareto Capital, including its affiliates and members, may execute transactions in the securities listed in this publication 
that may not be consistent with the ratings appearing in this publication. All expressions of opinion reflect the judgment 
of the Research Department of Pareto Capital or its affiliates as of the date of publication and are subject to change. 
Pareto Capital, including affiliates and members, may perform services for, or solicit business from, any company 
mentioned in this document. 
 
Research reports by Pareto Capital are disseminated and made available for educational purposes via electronic 
publication on our internal proprietary websites. Not all research reports are directly distributed to external platforms 
or aggregators. Certain research reports may only be disseminated on our internal proprietary websites; however, such 
research reports will not contain estimates or changes to earnings forecasts, target price valuations, or investment or 
suitability ratings. Individual Research Analysts may also opt to circulate published research to select individuals 
electronically. This electronic communication distribution is discretionary and is done only after the research has been 
publicly disseminated via our internal proprietary websites. The level and types of communications provided by 
Research Analysts to recipients may vary depending on various factors, including but not limited to, individual 
preferences regarding the frequency and manner of receiving communications from Research Analysts. For research 
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reports, models, or other data available on a particular security, please visit our proprietary websites or contact Pareto 
Capital directly. 

 


