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Instacart’s delivery
business slows as it
heads toward its long-
awaited IPO
Article

The news: While Instacart’s revenues rose over 30% year-over-year (YoY) to about $1.4

billion in the first half of 2023, its gross transaction volume grew just 5% YoY, per The
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Information.

How Instacart’s results stack up: Instacart’s slowdown in its core delivery business is a

marked contrast with the 27% and 10% growth reported by DoorDash’s and Uber’s delivery

services over the same period. While both those companies primarily provide restaurant

delivery, they are rapidly growing their grocery businesses. For example, our forecast expects

DoorDash to make $5.26 billion in online grocery sales this year, which is over nine times the

$580 million it generated in 2020.

The big takeaway: Instacart has two key strengths: its exclusive agreements with grocers and

its high-margin advertising business.

The company’s growth stemmed from its fast-growing retail media business, which our

forecast expects will grow 43.8% YoY this year, as well as cost-saving strategies such as

batching, in which its couriers deliver more groceries in fewer trips so that the company can

keep more revenues from each order.

It is questionable whether that growth model is sustainable, which is problematic given that

Instacart executives may begin their IPO pitches to investors as early as next week, per

Bloomberg.

While it is an apples-to-oranges comparison, Instacart’s growth is also a far cry from the 24%

ecommerce growth that Walmart reported in Q2. As the largest grocer in the US, Walmart has

made a strong push to grow membership in its Walmart+ program to drive more consumers

to order groceries online. Our forecasts expect the number of households with Walmart+

membership will grow 10.4% this year and its grocery ecommerce sales will soar 44.6% this

year.

Meanwhile, several other retailers are also making investments to grow their direct-to-

consumer ecommerce grocery (and more) businesses. For example, both Target and Costco
are testing supersized stores that dedicate large spaces for ecommerce fulfillment.

As its agreements expire, grocers could shift to another provider or work with multiple

partners.

As for advertising, Instacart is looking to partnerships with companies like Roku that enable

advertisers to use Instacart data to see if consumers bought a product after seeing an ad for

it on TV.

https://content-na1.emarketer.com/doordash-makes-grocery-gains-instacart-bets-on-ads-uber-eats-wants-best-of-both-worlds
https://forecasts-na1.emarketer.com/5ec590f61beeb91174becca5/63068c3626b48cade8b9e13a
https://forecasts-na1.emarketer.com/6170f151b215ff1584c85f76/61707f38b215ff1584c85f6b
https://forecasts-na1.emarketer.com/5f8e4b02c3cda501d83018c7/642a604399da31126cbcd0d6
https://forecasts-na1.emarketer.com/5ec590f61beeb91174becca5/61194ea47349cf0a68cf4af3
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But it is unclear how many more times it can pull the retail media lever to spur growth. It

already generates a larger share of its revenues from advertising than retail media leader

Amazon and the ad business is dependent on the success of its delivery business. If the

delivery business continues to slow, advertisers will begin shifting their dollars elsewhere.
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