
 

Yahoo! 
Case 
Analysis 

May 9 

2007 
The strategy of implementation of an established dot com company, struggling 
to leverage current advertising methods with business objectives. 

Jason Drohn 
Bradley Bierer 
Carol Woods 
Michelle Victory 
Paul Rapela 



2 

 

 

Table of  Contents 
Executive Summary ......................................................................................................................... 3 

History: ............................................................................................................................................ 5 

Problem ........................................................................................................................................... 7 

Competitive Analysis ....................................................................................................................... 9 

Yahoo Financials ............................................................................................................................ 12 

Economics ..................................................................................................................................... 19 

Demographics ............................................................................................................................... 23 

Market Analysis ............................................................................................................................. 30 

CPM ............................................................................................................................................... 34 

SWOT MATRIX: .............................................................................................................................. 36 

QSPM............................................................................................................................................. 38 

Space Matrix ................................................................................................................................. 39 

Strategic Issues.............................................................................................................................. 42 

Strategy Implementation .............................................................................................................. 47 

 

 

 

 

 

 

 



3 

 

Executive Summary  

Yahoo has grown up as a portal company.  They learned early on that by being sticky, by 

having a web presence that forced users to stay on their site, they could find ways to profit 

from the page views.  This has led Yahoo astray though.  Not only has Yahoo given up overall 

profits in search of ever expanding user acquisition, they have allowed their search product to 

fall behind. 

 DƻƻƎƭŜΣ ¸ŀƘƻƻΩǎ ŎƘƛŜŦ ŎƻƳǇŜǘƛǘƻǊΣ Ƙŀǎ ƳŀǎǘŜǊŜŘ ǘƘŜ ŀǊǘ ƻŦ ƳƻƴŜǘƛȊŀǘƛƻƴΣ ƴŀƳŜƭȅ 

through contextual advertising.  Contextual advertising is when a small piece of programming 

code is inserted into web pages which actually interprets the text and serves advertising based 

ƻƴ ƪŜȅǿƻǊŘǎΦ  DƻƻƎƭŜΩǎ ƻŦŦŜǊƛƴƎΣ !ŘǎŜƴǎŜ ŀƴŘ !ŘǿƻǊŘǎΣ ǇǊƻŘǳŎŜǎ фф҈ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǇǊƻŦƛǘǎΦ  

This advertising network is built into both their search and branded sites.  Web publishers are 

also growing to adopt DƻƻƎƭŜΩǎ ǾŜǊǎƛƻƴ ƻŦ ǿŜōǎƛǘŜ ŀŘǾŜǊǘƛǎƛƴƎ ǘƻ Ǝŀƛƴ ƳƻƴŜǘƛȊŀǘƛƻƴ ŦƻǊ ǘƘŜƛǊ 

own traffic. 

 Yahoo has adopted this model of contextual advertising that has been so profitable for 

Google, but have yet to refine it enough to make a serious impact on the market.  The program 

ƛǎ ǎǘƛƭƭ ƛƴ ōŜǘŀ όǘƘŜ ƛƴǘŜǊƴŜǘΩǎ ǿŀȅ ƻŦ ǎŀȅƛƴƎ ǳƴŘŜǊ-construction) and has not made any headway 

at attracting new publishers or advertisers. 

 The primary disconnect in the Yahoo model has been the lack of precision, because their 

search algorithm needs to be updated.  The ad network fails to interpret that an article is 

written about cars, and serves ads about entrepreneurs.  Money is only made if a user clicks on 

the advertisements.  This is an interesting dilemma. 
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 On the positive side, Yahoo has a brilliant banner serving system.  Since Yahoo still sees 

itself as a portal, it still leverages Yahoo Money, Cars, Email, etc.  Each of those sites has 

products or services that provide value to the user.  A user shopping for cars is later targeted 

with banner ads reflecting the cars that they were viewing online. 

 In our estimation, Yahoo needs to focus on core content by improving exactly what it is 

ǘƘŀǘ ƳŀƪŜǎ ǘƘŜƳ ƳƻƴŜȅΦ  ¢ƘŜȅ ǎƘƻǳƭŘ ŦƻŎǳǎ ƻƴ ƛƳǇǊƻǾƛƴƎ ǘƘŜƛǊ ŀŘ ƴŜǘǿƻǊƪΩǎ ŜŦŦƛŎƛŜƴŎȅ ŀƴŘ 

allowing all publishers admittance.  They should leverage their banner serving software with 

the contextual market and provide growth that way.   

 Google, the market leader, is simple and built around search.  Yahoo needs adopt a like 

philosophy to remain competitive in their market. 
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History:  

 Yahoo! Incorporated is an Internet service provider that serves both users and business 

globally.  The company was founded in 1994 by David Filo and Jerry Yang who were attending 

{ǘŀƴŦƻǊŘ ¦ƴƛǾŜǊǎƛǘȅΩǎ tƘ5 ǇǊƻƎǊŀƳ ό¢ƘŜ Iƛǎtory of Yahoo!).  Yahoo! Inc. began as a hobby for 

Filo and Yang and has now evolved into a multifaceted brand that serves internet users 

ǿƻǊƭŘǿƛŘŜ ό¢ƘŜ IƛǎǘƻǊȅ ƻŦ ¸ŀƘƻƻΗύΦ    ¸ŀƘƻƻΗ LƴŎΦ Ƙŀǎ ōŜŎƻƳŜ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ Ǝƭƻōŀƭ ƻƴƭƛƴŜ 

network of integrated services (The History of Yahoo!).  According to the Yahoo! Inc. website, 

they have become one of the leading search engines on the World Wide Web (The History of 

Yahoo!). 

 Yahoo! Currently has 500 million users worldwide that visit the site each month.  Yahoo! 

is provided to users in more than twenty different languages (Yahoo! Inc).  The company also 

has office locations in Europe, the Asia Pacific, Latin America, Canada and the United States 

(Yahoo! Inc).  Yahoo! Inc. is currently headquartered in Sunnyvale, California (Yahoo Inc). 

 Yahoo! Inc. was incorporated in California in March of 1995 (Yahoo! Inc).  Yahoo! Inc. 

ŦƛǊǎǘ ǿŜƴǘ ǇǳōƭƛŎ ƻƴ b!{5!v ƛƴ !ǇǊƛƭ ƻŦ мффсΦ  !ǘ ǘƘƛǎ ǘƛƳŜ ¸ŀƘƻƻΗΩǎ ǎǘƻŎƪ ƻǇŜƴŜŘ ŦƻǊ ϷмоΦлл ǇŜǊ 

share (Yahoo! Inc.).  At the close of its first day of the IPO, Yahoo! stock had reached a closing 

price of $33.00 per share (Yahoo! Inc).  At this time the company only had 49 employees 

(Yahoo! Inc).    The company was then reincorporated in Delaware in May of 1999 (Yahoo! Inc).  

In December of 1999 Yahoo! Stock was added to the S&P 500 (Yahoo! Inc).    

 In 1996, Yahoo! Inc. began entering into joint ventures with SOFTBANK (Joint Ventures).   

Through this initial joint venture, Yahoo! Inc. was able to create Yahoo! Japan.  Subsequently 
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Yahoo! Inc. has teamed with SOFTBANK to create markets in Germany, United Kingdom, 

France, and Korea (Joint Ventures).  Yahoo! Inc. and SOFTBANK have also created GeoCities 

Japan Corporation to create and manage a Japanese version of the GeoCities website (Joint 

Ventures).   

 Yahoo! Inc. has also teamed in a joint venture with VISA to establish Yahoo! 

Marketplace (Joint Ventures).  This joint venture occurred in August of 1996 and has since then 

created a navigational service focused on information and resources for the purchase of 

consumer products and services over the internet (Joint Ventures).  This joint venture alone 

created a new market for Yahoo! Inc (Joint Ventures). 

 Most recently, in January 2006, Yahoo! Inc. and Seven Network Limited , also known as 

SEVEN, have teamed in a joint venture as well (Joint Ventures).  SEVEN, an Australian media 

firm, signed an agreement with Yahoo! Inc (Joint Ventures).  In this agreement, Yahoo! Inc 

(Joint Ventures). contributed its Australian internet business, Yahoo! Australia and New 

Zealand, and SEVEN contributed its online assets, television and magazine content (Joint 

Ventures).  Yahoo! Inc. has a fifty percent equity ownership in the joint venture which will 

operate under the name Yahoo7 (Joint Ventures). 

 Yahoo! Inc. also operates Flickr, a photo sharing and storing website (Yahoo! Inc profile).  

The company also provides its users with web mail, instant messaging, music, video, personals, 

and much more (Yahoo! Inc profile).   
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Problem  

 Yahoo is a master of portals, but they have let their search product suffer.  They have 

long built out their offering in such a way to add value to their users through functionality while 

they hoped that revenue would be made in the process.  There was no clear attempt to either 

target those users with advertising or extend any real value added services. 

 This portal terminology has run so deep that it is engrained in the Yahoo culture.  Search 

is a product of users making their way through the Internet, rather than the core of their 

business.  Yahoo sees their core business as being Yahoo News, Finance and Mail.  They have 

made acquisitions such as MyBlogLog and Flickr.  For what though?  To extend functionality or 

to increase revenue. 

 The all inclusive Yahoo is counting on the traffic to be monetized through private 

advertising deals and partnerships.  Partners usually pay to have their service included in the 

Yahoo Directory in one form or another.  These joint partnerships are encouraged because it 

not only brings Yahoo recurring revenue, but allows the partner a strategic place in the Yahoo 

network.  The partnering service typically sees a boost in traffic, thanks to being networked 

with such a big web presence. 

 Private advertising comprises the other side of the revenue deal.  Private advertising is 

such that a company may put their banner in a prominent location of the Yahoo network.  

Similar to partnerships, the private sponsors are limited to the banner placements that are 

bought.  For example, Newegg.com, a well known computer retailer, might put a banner ad on 
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the Yahoo home page for $50,000 a month.  This banner ad is then targeted to each and every 

user who enters the Yahoo home page. 

 The problem is that web publishers, those that own their own websites are not able to 

capitalize on this revenue model.  Yahoo promotions are concentrated to being served on 

¸ŀƘƻƻΩǎ ǇŀƎŜǎΦ  tǳōƭƛǎƘŜǊΩǎ Řƻ ƴƻǘ ƘŀǾŜ ŀ ŎƘŀƴŎŜ ǘƻ ƭŜǾŜǊŀƎŜ ¸ŀƘƻƻΩǎ ǎƛȊŜ ŀƴŘ ǊŜǾŜƴǳŜ ǇƻǘŜƴǘƛŀƭ 

the way that Google has empowered their users, through the contextual ad system. 

 Yahoo is the most trafficked website on the planet.  More pageviews are served from 

Yahoo servers than any other company in the world.  Why is it that they are trailing Google in 

ǊŜǾŜƴǳŜ ǘƘŜƴΚ  .ŜŎŀǳǎŜ DƻƻƎƭŜ ŀƭƭƻǿǎ ƻǘƘŜǊ ǇǳōƭƛǎƘŜǊΩǎ ǘƻ ƳŀȄƛƳƛȊŜ ǘƘŜ ŀŘ ƴŜǘǿƻǊƪ.  82% of 

DƻƻƎƭŜΩǎ ǊŜǾŜƴǳŜ ƛǎ ŀŎƘƛŜǾŜŘ ƴƻǘ ƻƴ ǘƘŜƛǊ ǎƛǘŜΣ ōǳǘ ƻƴ ƻǘƘŜǊ ǿŜō ǇǳōƭƛǎƘŜǊǎΦ 

 

 

 

 

 

 

 

 

 

 



9 

 

Competitive Analysis  

 !ǎ ǘŀƪŜƴ ŦǊƻƳ ǘƘŜ ¸ŀƘƻƻ млYΣ ά²Ŝ ǇǊƛƳŀǊƛƭȅ ŎƻƳǇŜǘŜ ǿƛǘƘ ŎƻƳǇŀƴƛŜǎ ǘƻ ŀǘǘǊŀŎǘ ǳǎŜǊǎ ǘƻ 

our website and advertisers to our marketing services. We expect the market to become 

increasingly competitive if online marketing continues to grow and gain acceptance on a global 

ōŀǎƛǎΦέ 

¸ŀƘƻƻΩǎ ǇǊƛƳŀǊȅ 

competitors are Google, 

AOL, and MSN.  All of 

which compete in the 

ƛƴŘǳǎǘǊȅ ƻŦ άLƴǘŜǊƴŜǘ 

Information tǊƻǾƛŘŜǊǎΦέ  

However, because AOL is 

held as a limited liability 

corporation and MSN is a 

division of Microsoft, 

data is not readily 

available for either section.  This critique will have elements from both companies, including 

information taken from MicroǎƻŦǘΩǎ млY ǊŜǇƻǊǘ ŀƴŘ !h[Ωǎ ŦŜǿ ǇǳōƭƛŎ ǊŜŎƻǊŘǎΦ 

 The first key difference to note is the fact that each company differs in its primary 

ŎƻƳǇŀƴȅ ōŜƭƛŜŦǎΦ  ¸ŀƘƻƻ ǎŜŜǎ ƛǘǎŜƭŦ ŀǎ ŀ ǇƻǊǘŀƭ άǘƻ ŎƻƴƴŜŎǘ ǇŜƻǇƭŜ ǘƻ ǘƘŜƛǊ ǇŀǎǎƛƻƴǎΣ ǘƘŜƛǊ 

ŎƻƳƳǳƴƛǘƛŜǎΣ ŀƴŘ ǘƘŜ ǿƻǊƭŘΩǎ ƪƴƻǿƭŜŘƎŜ ό¸ŀƘƻƻ млYύΦέ  DƻƻƎƭŜΩǎ Ƴŀƛƴǘŀƛƴǎ ǘƘŜ ƭŀǊƎŜǎǘΣ Ƴƻǎǘ 
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comprehensive index of web sites and other content, and makes this information freely 

available to anyone with an internet connection.  Their automated search technology helps 

people obtain nearly instant access to relevant information from our vast online index (Google 

млYύΦέ  aƛŎǊƻǎƻŦǘΩǎ ƻŦŦŜǊƛƴƎΣ a{bΣ άǇǊƻǾƛŘŜǎ ǇŜǊǎƻƴŀƭ ŎƻƳƳǳƴƛŎŀǘƛƻƴǎ ǎŜǊǾƛŎŜǎΣ ǎǳŎƘ ŀǎ ŜƳŀƛƭ 

and instant messaging, and online information offerings such as MSN Search, MapPoint, and 

ǘƘŜ a{b ǇƻǊǘŀƭǎ ŀƴŘ ŎƘŀƴƴŜƭǎ ŀǊƻǳƴŘ ǘƘŜ ǿƻǊƭŘ όaƛŎǊƻǎƻŦǘ млYύΦέ  !h[ ƛǎ ǎƛƳǇƭȅ ŀƴ ƛƴǘŜǊƴŜǘ 

service provider who combines the leverage of the Internet with its own branded services. 

 Although each of these competitors has aligned themselves in the same sector 

investment wise and serve the same relative target markets, they define their services 

differently.  In some sense, this demonstrates how they align their business model as well.  

Google lives by its advertiser network, also known as the Google Network, comprised of 

Adwords and Adsense.  The combination of the two services provides Google with 99% of their 

revenue.  The revenue may be further divided between 18% on site advertisement and 81% off 

site advertisement.  Adwords is an online application that allows businesses to publish their ads 

to the many websites that participate in the Google Network.  Adsense is the destination for 

web publishers and site owners who have space on their website for ads.  The webmasters 

make money every time a Google ad is clicked.  Google is essentially the middleman. 

 Yahoo takes a different alternative to the system.  Being the most trafficked website on 

the planet, Yahoo sells ads for its own network of sites.  But as the 10K notes, Yahoo sees itself 

as a gathering ǇƭŀŎŜ ŦƻǊ ǇŜƻǇƭŜ ǘƻ ŎƻƴƴŜŎǘ ǿƛǘƘ ǘƘŜƛǊ ǇŀǎǎƛƻƴǎΦ  ¸ŀƘƻƻΩǎ ǎǇŜŎƛŀƭǘȅ ΨǇǊŜ-DƻƻƎƭŜΩ 

has been monetizing its own web pages.   
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 ¸ŀƘƻƻΩǎ ŀŘ ƴŜǘǿƻǊƪ Ƙŀǎ ǇǊƻǾŜƴ ŜŦŦŜŎǘƛǾŜ ƻƴ ǘƘŜ ŦǊƻƴǘ ƻŦ ƛƴǘŜƭƭƛƎŜƴǘ ŀŘ ǎŜǊǾƛƴƎΦ  ¢ƘŜ 

algorithm is built in such a way that it can see where a visitor is going online, within the Yahoo 

network, and serves ads based on those tendencies.  For instance, if you are looking at a car in 

Yahoo Autos and travel to Yahoo Money, you will see a car advertisement.  This data is stored 

for an indefinite amount of time, so in three months a random car ad may show up again. 

 Yahoo has only just recently launched an Adwords and Adsense competitor though.  

¸ŀƘƻƻΩǎ ǎŜǊǾƛŎŜ ƛǎ ƴŀƳŜŘ ¸ŀƘƻƻ tǳōƭƛǎƘŜǊ bŜǘǿƻǊƪΦ  ¸ŀƘƻƻ tǳōƭƛǎƘŜǊ bŜǘǿƻǊƪ ŀƭƭƻǿǎ ǘƘŜ ǎŀƳŜ 

functionality that the Google Network does, but is currently in beta.  The company has yet to 

solidify its stance in the market concerning the advertising software. 

 !ǎ ¸ŀƘƻƻ ǎǘŀǘŜǎ ƛƴ ǘƘŜƛǊ млYΣ ά¢ƘŜ ǇǊƛƴŎƛǇŀƭ ŎƻƳǇŜǘƛǘƛǾŜ ŦŀŎǘƻǊǎ ǊŜƭŀǘƛƴƎ ǘƻ ŀǘǘǊŀŎǘƛƴƎ ŀƴŘ 

retaining users include the quality and relevance of our search results, and the usefulness, 

accessibility, integration and personalization of the online services that we offer as well as the 

overall user experience on our website. In the case of attracting advertisers, the principal 

competitive factors are the reach, effectiveness and efficiency of our marketing services as well 

ŀǎ ǘƘŜ ŎǊŜŀǘƛǾƛǘȅ ƻŦ ǘƘŜ ƳŀǊƪŜǘƛƴƎ ǎƻƭǳǘƛƻƴǎ ǘƘŀǘ ǿŜ ƻŦŦŜǊΦέ 

 ¢ƘŜȅ ŀƭǎƻ ŀŘŘΣ ά²Ŝ ōŜƭƛŜǾŜ ǘƘŀǘ ǿŜ ŀǊŜ ŜŦŦŜŎǘƛǾŜƭȅ ŎƻƳǇŜǘƛƴƎ ƛƴ ǘƘŜ LƴǘŜǊƴet services 

market as we continue to refine our search technology, build onto our existing online 

ǇǊƻǇŜǊǘƛŜǎ ŀƴŘ ǎŜǊǾƛŎŜǎΣ ŀƴŘ ŦǳǊǘƘŜǊ ƛƳǇǊƻǾŜ ƻǳǊ ǳǎŜǊǎΩ ŜȄǇŜǊƛŜƴŎŜΦέ 

 From this, one may conclude that Yahoo services play a key role in attracting and 

retaining users.  Whereas, Google has recognized that search is their primary objective.   
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Yahoo Financials  

¸ŀƘƻƻ ǘǊŀŘŜǎ ƻƴ ǘƘŜ bŀǎŘŀǉD{ ǳƴŘŜǊ ǘƘŜ ǎȅƳōƻƭΣ ά¸IhhΦέ  CƻǊ ǎƭƛƎƘǘ ŎƻƳǇŀǊƛǎƻƴǎΣ ǘƻ 

show where Yahoo needs to be, we are going to compare several key statiǎǘƛŎǎ ǿƛǘƘ DƻƻƎƭŜΩǎ 

results. 

With a 52 week range of 22.65 to 28.86 and a volume of 21,102,256; the stock itself is 

well traded.  The current P/E of 55.57 seems high, especially when compared to the much more 

profitable Google; which has a P/E of 48.18. 

Here is a snapshot of the top level financials for Yahoo at the time of writing: 

 

Across the top level, revenue has been strong as well since 2002.  2006 revenues come in at 

6,425.7 (in millions).  Looking at the company snapshot: 
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However, in terms of GooƎƭŜΣ ¸ŀƘƻƻΩǎ ŎƘƛŜŦ ŎƻƳǇŜǘƛǘƻǊΣ ǘƘŜǊŜ ƛǎ ŀ ŘƛǎŎǊŜǇŀƴŎȅΦ  DƻƻƎƭŜ ƎǊŜǿ 

revenues to 10,604.9 (in millions) since the time of IPO offering in 2003.  There revenue is as 

follows: 

 

Key Ratios: 

Profitability ς Upon further examination of Yahoo, the key ratios include: 
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Cost of goods sold has increased as one might expect, throughout the ten year span of 

public trading.  This is largely due to the increase of server space and supplemental acquisitions 

the company has made.  These acquisitions include services like Flickr and MyBlogLog. 

wŜǎŜŀǊŎƘ ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘ ƛǎ ǎƛǘǘƛƴƎ ŀǘ мо҈ ƛƴ нллсΣ ǿƘƛŎƘ ƛǎ ƘƛƎƘŜǊ ǘƘŀƴ DƻƻƎƭŜΩǎ 

(which comes in at 11.6%).  This is a positive mark for Yahoo. 

The EBT, or earnings before tax, as dropped to 17.1% - from 48.4%.  This is a cause for 

ŎƻƴŎŜǊƴΦ  DƻƻƎƭŜΩǎ ǎǘŀƴŘǎ ŀǘ опΦф ǘƻ отΦу ŦƻǊ ǘƘŜ ƭŀǎǘ ǘǿƻ ȅŜŀǊǎΦ 

Lƴ ŘǊƻǇǇƛƴƎ ǘƻ ǘƘŜ ǇǊƻŦƛǘŀōƛƭƛǘȅ ǎŜŎǘƛƻƴΣ ¸ŀƘƻƻΩǎ ǘŀȄ ǊŀǘŜ ƛǎ пмΦт҈Σ ǳǇ ŦǊƻƳ олΦн҈Φ  ¢Ƙƛǎ ƛǎ 

ƴƻǘ ǘƘŜ ƘƛƎƘŜǎǘ ƛǘΩǎ ōŜŜƴΣ ǘƘƻǳƎƘΦ  Lƴ нллл ƛǘ ǿŀǎ тнΦт҈Φ  DƻƻƎƭŜ ǎƛǘǎ ŀǘ ноΦо҈Φ 

Perhaps the biggŜǎǘ ŘƛǎŎǊŜǇŀƴŎȅ L Ŏŀƴ ǎŜŜ ƛǎ ǘƘŀǘ ¸ŀƘƻƻΩǎ ǊŜǘǳǊƴ ƻƴ ŀǎǎŜǘǎ ŘǊƻǇǇŜŘ ŦǊƻƳ 

18.95% in 2005 to 6.73% in 2006.  Google remains strong at 21.41%. 

Yahoo Growth rates are the most alarming section in this analysis though. 

Growth Rates- 

¸ŀƘƻƻΩǎ ƎǊƻǿǘƘ ǊŀǘŜǎ ŀǊŜ ŀǎ Ŧollows: 

 

!ǎ ǇƛŎǘǳǊŜŘ ŀōƻǾŜΣ ¸ŀƘƻƻ ƘŀŘ ŀƳŀȊƛƴƎ ƎǊƻǿǘƘ ƛƴ ǘƘŜ ƭŀǘŜ флΩǎ ŀƴŘ ƛƴ нлло ŀƴŘ нллпΦ  

However, Google was has stormed on the scene, taking the search and advertising market that 

previously served with banner ads.  You can see this reflected in YahoƻΩǎ ŦŀƭƭƛƴƎ ƴǳƳōŜǊǎΦ  
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Google introduced pay per click services which are the bread and butter of the new search 

giant. 

DƻƻƎƭŜΩǎ ƎǊƻǿǘƘΥ 

 

Google, having their initial IPO in 2004 has grown exponentially.  2004 was a big year for 

internet adoption, and the first year Yahoo had a true competitor.  Since then Yahoo has fallen 

to 47.1% growth and 22.2% growth in 2005 and 2006, respectively.  Even in the last quarter, 

Google posted a 67% increase, while Yahoo sank to a 13.4% increase. 

Cash Flow- 

¸ŀƘƻƻΩǎ /ŀǎƘ Cƭƻw: 

 

¸ŀƘƻƻΩǎ ƻǇŜǊŀǘƛƴƎ ŎŀǎƘ Ŧƭƻǿ ǿŀǎ Řƻǿƴ ƭŀǎǘ ȅŜŀǊΣ -19.9%, and their free cash flow growth 

year over year was down -47.6%.  This could be because of several high priced acquisitions. 
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DƻƻƎƭŜΩǎ /ŀǎƘ CƭƻǿΥ 

 

DƻƻƎƭŜ ŘƛŘƴΩǘ ƘŀǾŜ ŀ ǎǘŜƭƭŀǊ ȅŜŀǊΣ ƛƴ ǊŜƎŀǊŘǎ ǘƻ cash flow and in comparison to their last 

couple, but they still remained in the positive, sitting at 45.6%.  That number may have been 

reduced because of the YouTube acquisition. 

 

Financial Health- 

¸ŀƘƻƻΩǎ ŦƛƴŀƴŎƛŀƭ ƘŜŀƭǘƘ ƛǎ ŀ Ǉƻƛƴǘ ƻŦ ŎƻƴŎŜǊƴΣ ōŜŎŀǳǎŜ their cash and short-term 

investments have been decreasing year after year.  Accounts receivable inventory has remained 

constant, and their current assets has been around 2% for the last five years. 

In regards to total current assets the company has noticed a drop year over year in Total 

Current Assets, landing at 32.6% in 2006.  Intangibles and Long Term Assets are at 29.3% 

though.  I would imagine these stem largely from their offices and datacenters spread around 

the world. 

The largest concerning factor in this financial analysis is the debt of Yahoo, as compared 

with Google.  Yahoo has .9% Accounts Payable, but 9.1% of Accrued Liabilities and 2.8& Short 

Term Liabilities.  Their Long Term debt is at 6.5% which they just picked up in the last 4 years.   

AlǘƻƎŜǘƘŜǊΣ ¸ŀƘƻƻΩǎ ƭƛŀōƛƭƛǘƛŜǎ ǘƻǘŀƭ ƛǎ нлΦп҈Σ ƭŜŀǾƛƴƎ ǘƘŜ ǎǘƻŎƪƘƻƭŘŜǊΩǎ Ŝǉǳƛǘȅ ŀǘ тфΦс҈  

This might seem like an advantage to some, because they are leveraging debt to magnify 

earnings, but if you continue further down, the current ratio is 2.54 and the quick ratio is 2.4.  

¢ƘŜ ŎƻƳǇŀƴȅ ƛǎƴΩǘ ƎƻƛƴƎ ōŀƴƪǊǳǇǘΣ ōǳǘ Ƙŀǎ ōŜŜƴ ǘǊŜƴŘƛƴƎ Řƻǿƴ ōŀŘƭȅ ƛƴ ǘƘŜ ƭŀǎǘ ŦƻǳǊ ȅŜŀǊǎΦ 

Google on the other hand demonstrates only 7.8% liabilities, allowing the other 92.2% 

to be owned by the stockholders.  They have a Current ratio of 10 and a quick ration of 9.63. 

The following two pages offer printouts of the full financial statistics. 



17 

 

¸ŀƘƻƻΩǎ CƛƴŀƴŎƛŀƭ IŜŀƭǘƘΥ 

 

 

 

 

 

 


