
Sean Stannard-Stockton 
Chief Investment Officer, Ensemble Capital Management   



Booking Holdings (BKNG)
Sean Stannard-Stockton, CFA

Best Ideas 2020, Hosted by MOI Global



EXECUTIVE SUMMARY

FIRM INTRODUCTION
Ensemble Capital Management, founded in 1997, is a 100% employee-owned San Francisco Bay Area investment firm with $930 million of
institutional and high-net-worth assets under management. The firm offers separately managed accounts and the Ensemble Fund (ENSBX)
as investment vehicles for the concentrated equity strategy, comprising $710 million in assets. In addition to active investment management
offerings, Ensemble Capital provides tailored wealth management solutions and philanthropic planning services to clients.

STRATEGY INTRODUCTION
The strategy represents a long-only equity offering that invests in competitively-advantaged businesses which can be purchased at compelling
prices based on their long-term earnings potential. It is a high-conviction, concentrated, unconstrained strategy with a benchmark agnostic
portfolio construction. Central to the security analysis is verifying the existence and sustainability of a company’s moat. These competitive
advantages have the most influence on rates of return on invested capital over time. High returns on invested capital, which are far more
persistent than high growth rates, result in more distributable cash per dollar of reported earnings.

ALIGNMENT
Sean Stannard-Stockton, President and Chief Investment Officer, has the majority of his invested net worth in the strategy.

o 15 to 30 securities, primarily mid-to-large company 
equities, that are traded on U.S. exchanges

o Characterized by competitively advantaged business models 
rather than by simplistic growth and value characteristics

o Higher than average tangible returns on invested capital
o Portfolio weightings driven by the degree of confidence in 

the long-term business model, and discount to fair value

o Individual holding weights ranging from 1% to 10%
o Disciplined framework of target weights and maximum 

weights at both cost and market
o Cash is a residual of the investment process; there is never a 

target percentage for cash nor a mandate to be fully invested
o Active share generally >90%

PORTFOLIO EXPECTATIONS
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INVESTABLE

MANAGEMENT MOAT

FORCASTABLE

Complexity
trap?

Stewardship
trap?

Commoditization
trap?

VALUE CREATION
Does management understand and 
execute on creating economic value?

CAPITAL ALLOCATION
Does management thoughtfully 
weigh dividends, buybacks, M&A, 
and debt repayment?

INTEGRITY

CULTURE

STAKEHOLDER ANALYSIS

ROIC & GROWTH FOCUS

VISIONARY/OPTIMIZER

DURABILITY
How likely will the moat be intact 
in 10 years?

RELEVANCE
How likely will customers value 
the product/service in 10 years?

IDIOSYNCRATIC BUSINESS

PRICING POWER

REINVESTMENT MOAT VS
LEGACY MOAT
EMERGING MOAT

UNDERSTANDABLE
Do the business dynamics of the 
company match our investment 
team’s expertise?

FORCASTABILITY
Does the business lend itself to 
accurate forecasting of long-term 
outcomes?

TARGET INVESTMENT PHILOSOPHY

2



4

3

2.45 
MILLION

145% 

return

“Booking.com is a global brand and in hotels, they
are just so far ahead of anybody else. I think it will
be very difficult for anybody to come close to them.”

Jane Jie Sun, CEO of  Ctrip
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Source: http://whoisyourlawyer.com/not-so-
free-books/google-monster/
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Google Travel Is Worth $100 Billion

“We believe that Google is not becoming an online travel agency. It
certainly could do so, but its travel business is already massive and
highly profitable. We estimate it will generate around $14 billion in
revenue in 2017, and will grow at over 20 percent per year for the
foreseeable future.” — Jared Wein, Skift, September 2017

• At $15 to $20 billion in 2019 and a 6x multiple, travel
advertising market cap is $90 bil to $120 bil or 10%-13% of
Google’s market cap.

• Booking is the biggest buyer of travel ads on Google and
likely one of Google’s very largest customers.
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Source: http://www.starshipearththebigpicture.com/2017/02/21/clif-high-on-fighting-the-
google-monster-and-msm-to-take-the-internet-back-video/
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“It's always hard to know exactly what Google is doing… this
SEO piece is an ongoing trend and we're not predicting that it’s
going to turn around… we don't see any reason to think that the
trends will be different in terms of Google continuing to take
more and more space in the search results.” –Stephen Kaufer,
CEO TripAdvisor
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“I think Google continues to experiment with new products. I
think where we see the biggest impact is when those products
ultimately take away real estate from what was traditionally free
channel… Generally the trend is that Google does continue to
push for more revenue per visitor. And I think it's just the reality
of where the world is in the Internet and the importance of
Google at the top of the funnel.” Mark Okerstrom, CEO
Expedia
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“Headwinds in the SEO channel did create some modest
pressure, but it’s a small channel for us. We built this company
on pay for performance to begin with and it’s no secret that we
did it with Google and Google and us have had a very good
relationship together. We've both benefited tremendously.” –
Glenn Fogel, CEO Booking Holdings
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“If you are a business that thrives inside of this Google
environment… you are f***ed. Ratably, tick for tick, every
single person that feeds off of them, will see their profitability
erode. That’s the unvarnished truth of what’s happening. If you
are in the business of being a parasite on top of Google, your
medium and long term prospects are terrible. You are an
impaired company, even though you don’t know it.” –venture
capitalist Chamath Palihapitiya
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Booking Holdings @ $2050
• Back out $100 a share of  balance sheet investments and $50 of  

excess cash
• Price to consensus NTM earnings ratio: 17x
• Consensus 3-year forward estimated revenue growth: 9%
• Consensus 3-year forward estimated EPS growth: 15%
• Currency headwinds and macro slowdown crimped 2019 

results.
• 2015-2018 revenue growth: 16%
• 2015-2018 EPS growth: 23%

As of  January 3, 2018



PHILOSOPHY & PROCESS
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Terminal Fair Value Multiple in 5+ Years

Assumptions
• 100%+ return on tangible invested capital
• 5% growth
• 50% of reinvestment requirement funded by A- rated low cost

debt.

• Will need to reinvest just 2.5% of earnings to grow 5%, leaving
97.5% to distribute to shareholders

• Need 4% distribution yield + 5% growth to generate 9%
hurdle rate

• 4% distribution yield implies
• 28x NTM PE ratio in five years
• Current fair value $3,000+ or PE of 26x+

As of  January 3, 2018
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DISCLOSURES

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. It should not be assumed that the recommendations made in 
the future will be profitable or will equal the performance of the securities listed above.

The performance information shown above has been calculated using a representative client account managed by the firm in our core 
equity strategy and represents the securities held for the quarter ended 9/30/2019. Information on the methodology used to calculate 
the performance information is available upon request. The performance shown in this chart will not equal Ensemble’s composite 
performance due to, among other things, the deduction of fees and expenses from the composite performance and the timing of 
transactions in Ensemble’s clients’ accounts.
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DISCLOSURES

Ensemble Capital is an SEC registered investment adviser; however, this does not imply any level of skill or training and no inference 
of such should be made. This content is being provided for informational purposes only. The opinions referenced herein are as of the 
date of publication and are subject to change without notice and due to changes in the market or economic conditions may not 
necessarily come to pass. Nothing contained herein should be construed as a comprehensive statement of the matters discussed,
considered investment, financial, legal, or tax advice, or a recommendation to buy or sell any securities, and no investment decision 
should be made based solely on any information provided herein. Ensemble Capital does not become a fiduciary to any reader or
other person or entity by the person’s use of or access to the material. The reader assumes the responsibility of evaluating the merits 
and risks associated with the use of any information or other content and for any decisions based on such content.

All investments in securities carry risks, including the risk of losing one’s entire investment. Investing in stocks, bonds, exchange 
traded funds, mutual funds, and money market funds involve risk of loss. Different types of investments involve varying degrees of 
risk, and there can be no assurance that any specific investment will be profitable or suitable for a particular investor's financial 
situation or risk tolerance. Some securities rely on leverage which accentuates gains & losses. Foreign investing involves greater 
volatility and political, economic and currency risks and differences in accounting methods. Future investments will be made under 
different economic and market conditions than those that prevailed during past periods. Past performance of an individual security is 
no guarantee of future results. Past performance of Ensemble Capital client investment accounts is no guarantee of future results. In 
addition, there is no guarantee that the investment objectives of Ensemble Capital’s core equity strategy will be met. Asset allocation 
and portfolio diversification cannot ensure or guarantee better performance and cannot eliminate the risk of investment losses.

As a result of client-specific circumstances, individual clients may hold positions that are not part of Ensemble Capital’s core equity 
strategy. Ensemble is a fully discretionary adviser and may exit a portfolio position at any time without notice, in its own discretion. 
Ensemble Capital employees and related persons may hold positions or other interests in the securities mentioned herein. Employees 
and related persons trade for their own accounts on the basis of their personal investment goals and financial circumstances.

Some of the information provided herein has been obtained from third party sources that we believe to be reliable, but it is not
guaranteed. This content may contain forward-looking statements using terminology such as "may", "will", "expect", "intend", 
"anticipate", "estimate", "believe", "continue", “potential” or other similar terms. Although we make such statements based on 
assumptions that we believe to be reasonable, there can be no assurance that actual results will not differ materially from those 
expressed in the forward-looking statements. Such statements involve risks, uncertainties and assumptions and should not be 
construed as any kind of guarantee.
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