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On today's podcast episode, we discuss how Meta has been able to sustainably grow revenue

again, whether or not it can actually be “the most used AI assistant in the world by the end of

the year”, and what is atop the Meta threats list. Tune in to the discussion with host Marcus

Johnson and vice president and analyst Jasmine Enberg.

Subscribe to the “Behind the Numbers” podcast on Apple Podcasts, Spotify, Pandora,

Stitcher, YouTube, Podbean or wherever you listen to podcasts. Follow us on Instagram

https://podcasts.apple.com/us/podcast/behind-the-numbers-an-emarketer-podcast/id1113097936
https://open.spotify.com/show/7C9j1qi6NI4Uct9gWfFdxk?si=31c6ee3a5e0a4b7f
https://pandora.app.link/eqLsEa15dJb
https://youtube.com/@emarketerinc
https://www.instagram.com/insiderintelligence/
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Episode Transcript:

Marcus Johnson (00:00):

B2B marketing teams rely on eMarketer Media Solutions to elevate their thought leadership

and build meaningful relationships through exclusive webinars, guides, infographics, and

more. You can visit emarketer.com/advertise to learn more about our proven approach.

Jasmine Enberg (00:18):

That also means that Meta is making less money o� of them, because both of these are under-

monetized areas of Facebook, and also places that you could think about when you're

considering where Meta might be starting to o�er more options for advertisers in the future.

Marcus Johnson (00:41):

Hey, gang. It's Thursday, August 8th. Jasmine and listeners, welcome to the Behind the

Numbers Daily, and eMarketer podcast. I'm Marcus. Today, I'm joined by our vice president

and principle analyst who covers everything social media, based in California. It is Jasmine

Enberg.

Jasmine Enberg (00:58):

Hey, Marcus. Hey, everyone.

Marcus Johnson (00:59):

Hello there. Today's fact. The first person to ever win a medal at the modern Olympic Games

was 27-year-old James Connolly in 1896 in Athens. Connolly won the triple jump, then known

as the hop, skip, and jump. I wish they hadn't of changed it, if I'm honest. Making him the first

Olympic champion since the ancient Olympic Games, over 1500 years prior. He also, Jasmine,

placed second in the high jump, and third in the long jump.

Jasmine Enberg (01:36):

Did those have di�erent names, the high jump and the long jump?

Marcus Johnson (01:37):

No.

Jasmine Enberg (01:40):

https://www.rev.com/transcript-editor/shared/lH0x5yB3xUFn9G2vgAWihmgxjvj6ENasFXANkriMyj0Jobg4vM0OIuIm42-VdZEnXHhPvAFWXRn8QQnfz6GUW_PxuX4?loadFrom=DocumentDeeplink&ts=0.36
https://www.rev.com/transcript-editor/shared/zN37KO5rnSgkBOZeO-OLgY6RAZtVYKWo9yu_wKwgjELaVK84JZfLOidEdTpbAAqy8dxQgqFX1dSk-togh08kUnZV2hU?loadFrom=DocumentDeeplink&ts=18.24
https://www.rev.com/transcript-editor/shared/ai3WVmQ2kqKnzDwLPQeDmn79DHgq4bk5MYW-Ot6ICFcH8TR9bTdMo-PeCsKvhtYB0rxbavAjWFwLLkyiuDauVQdFAW0?loadFrom=DocumentDeeplink&ts=41.01
https://www.rev.com/transcript-editor/shared/AMCkQQE8Twl01z_Nr42hZkes7ug6ychQIvK8UlJ_n2bmG45EB8T4c346YavbmEE-8FuBMp1h-kMbMuOLeQmoecuEzH4?loadFrom=DocumentDeeplink&ts=58.2
https://www.rev.com/transcript-editor/shared/leyCE_gxmQw3OEK0t4eM9i7PEDK9S6Yj6A2aVr42_Z3Bltn4EZyt5-J04GUbIEFEZ7W41NINY7VhKGLu-cOrTyUVR7I?loadFrom=DocumentDeeplink&ts=59.76
https://www.rev.com/transcript-editor/shared/qYfIPuWBRkeBzO9vPknLG5I4itcQdXUkTWQhJVGPYDSmpM3FSfFxkS1fbDNR6SysF4nTXMojagJxQzH4Vbn2QQfvNrA?loadFrom=DocumentDeeplink&ts=96.84
https://www.rev.com/transcript-editor/shared/DHZW2VK_q-gyZe265njuPfm-KLzCRoiw0i3NECd9noqwc6WDZumUm51XGy5CqnF3ggvNHATgs4-jS01plTYSEqT3jmY?loadFrom=DocumentDeeplink&ts=97.05
https://www.rev.com/transcript-editor/shared/oWrr7zbmwNQC1wl8bjGOdYVV1i_iigqiYHoxT2V_L4PFVJU7djNjzSCeo0ISFljJu4X8LlfC3R8LgayG9BYBWBkEKP0?loadFrom=DocumentDeeplink&ts=100.8
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I prefer hop, skip, and jump actually.

Marcus Johnson (01:42):

So much better, yeah.

Jasmine Enberg (01:43):

I don't think we should have changed that.

Marcus Johnson (01:47):

Tough to tell people though, isn't it? What are you competing in? "I don't want to talk about it.

Just the [inaudible 00:01:51]." What was that?

(01:53):

Interestingly enough, why is the Olympics every four years? The timing of the Games

originated with the first Olympics, believed to be held in 776 BC in Ancient Greece. According

to the International Olympics Committee, time was then measured in Olympiats, which

demarcated a four-year period. The ancient Games ended in 400 AD.

Jasmine Enberg (02:17):

Wow. I did not know that.

Marcus Johnson (02:19):

If anyone can find out why they measured time in four-year increments, please send me an

email, podcast@emarketer.com. Because I looked for basically most of today, the whole day

I've spent trying to find this.

Jasmine Enberg (02:35):

Yeah. I don't have an answer for you, but I hope of our listeners does because I would also

love to know.

Marcus Johnson (02:38):

Yeah. It's not out there, it doesn't exist. They just did. Okay. Anyway, today's real topic, Meta's

ad growth and how it's letting it spend big on artificial intelligence.

(02:54):

https://www.rev.com/transcript-editor/shared/Gs-9w8-nY4x7lgV3mVFq3hwbM1SZuz_n6uNBZZBJrOpjPsJn-rQmBl06Gn7UyNYWyQ3fm6cwHXvdS2dx8H6t1-N-3S8?loadFrom=DocumentDeeplink&ts=102.84
https://www.rev.com/transcript-editor/shared/Zf2i5Nb1gHI1dmTKjC0JF_fJ2bK2gpbpyj3fHuYSWW8zzPT-yGgsJZ-fUIlUxaQlkbtTjCOWigNDnOCRx7c30FyC5wk?loadFrom=DocumentDeeplink&ts=103.95
https://www.rev.com/transcript-editor/shared/ugtp8SyJSLF83LUADcnDeDOPESweJ5nHWVXI7oUvW3ZY7HO9a_33N3U8bmookjQ2CjN7MKDSHj7464vquOAMGBGeGQ0?loadFrom=DocumentDeeplink&ts=107.0699999
https://www.rev.com/transcript-editor/shared/VkWgkqGv4PtjZ0N7Fb-n9aEFJszLVNOmqMcQH3CMCxh6erwsw-gzDA9FlDS8yWppBfYZKA39t-DpsF5HDtBCKJK9t_Y?loadFrom=DocumentDeeplink&ts=113.58
https://www.rev.com/transcript-editor/shared/kWg3gxcezRxwSbKmAxgGzAYiEBi5PbozvpnI67TNItcoMUv1QaiVWHZnP11K9Gf6Puw1va8cMzyHWyuSjwjOoWb67do?loadFrom=DocumentDeeplink&ts=137.73
https://www.rev.com/transcript-editor/shared/ripepStVpcbKyCOA0ipbcPDGtLnXdAJSv3BXk6-aH2CKdgHhKZZeS4Y-PFEKMGhL15-1wHr31cNVSlwv4ptX6vSy0Es?loadFrom=DocumentDeeplink&ts=139.47
https://www.rev.com/transcript-editor/shared/54ugQ7PWHG2_gd3lT23c9RaAw_dpZH8wIAAvCH7Pu9LFGF2DXpROIzkHHMyV3Mu6tyiKkA5fzDQOP-glpczH74k_DPo?loadFrom=DocumentDeeplink&ts=155.91
https://www.rev.com/transcript-editor/shared/roZmUf5XE24-ZEycYioZ-VoW3UImaVwjhWutMgM3NFFTMYxJ1wuPLKzT4FPbQ0wnYz3i55ECdblMRXzCO33AcxtY4LI?loadFrom=DocumentDeeplink&ts=158.37
https://www.rev.com/transcript-editor/shared/UjowRODUFQtGqXJqOaAUl3ApYgJ66Z6DQuqIG0GpYfkBgUb-OqZ2QXCPsHWCYafPINaIzA-V-imk5TinM_O4WmDvqGc?loadFrom=DocumentDeeplink&ts=174.75
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In today's episode, first, only, we're just talking about Meta. There is no first. Meta, and last

meta. Okay, let's do it.

(03:02):

Jasmine, we're o� to a flying start. We start with how much money Meta is making. We're

playing Slice of Pie for this. Jasmine is going to create a pie chart for us as to the reasons,

three max, why Meta was able to grow revenue 22% in Q2. That's close to double the same

period a year ago. Good enough, Jasmine, for $38 billion. How was Meta able to double

revenue growth?

Jasmine Enberg (03:33):

I'm going to give it a 50/50 split on the state of the ad market, and then the strength of

Meta's ad business.

(03:41):

We're seeing that ad momentum is good, but the dollars aren't exactly free-flowing. Whenever

that's the case, you find advertisers really more focused on two things. That's tried and true

platforms, as well as the lower funnel. Meta scores big on both fronts. It's become an essential

platform for advertisers because of its scale, its ease of us, as well as its e�ectiveness.

(04:05):

It's a performance advertising powerhouse. What we saw in its earnings was that AI

enhancements, notably things like Advantage Plus, have further improved the performance

for advertisers, which is keeping them coming back to Meta's platforms. Another stat that

stood out to me was that the top growth vertical for Meta in Q2 was commerce, which I think

also speaks to Meta's strength in delivering results for advertisers.

Marcus Johnson (04:35):

I think that's a fair point. 22% growth, in context, marks Q2 was the fifth consecutive quarter

of strong double-digit growth. It seems like it's a bit of a sustained turnaround for Meta. The

five quarters before that, from 2022 into Q1 of 2023, growth averaged out at 0%. It's easy to

forget, Jasmine, that Meta's not been doing amazing for just back, to back, to back quarters

and years. There was a lull in there, which is easy to forget about.

(05:06):

https://www.rev.com/transcript-editor/shared/VWs_QEMY5QeBNilPg3AWlY6bAkSwiI6U3XPOqTYEt4S1yvkkYxZwYlLZLjtWymPr5799AjGcBjyxLJN3uh9pMKsf6I4?loadFrom=DocumentDeeplink&ts=182.52
https://www.rev.com/transcript-editor/shared/S0C1QydcNx-lWWdzdjYelykcNLYi0R1CWMvf_GK8YKiU5QiCrL-44jl9pQfMJJaH3eg768vruk5TOpLPwlmZLMLaLy0?loadFrom=DocumentDeeplink&ts=213.75
https://www.rev.com/transcript-editor/shared/lXLl9nbymwVUblbDMW4JBOcNSVBGyvCJEnqIbj29UH8paj55iN6ukUnlhCOMJodM2jRop5HHJLAgS2oTwHuHxQh2mhI?loadFrom=DocumentDeeplink&ts=221.13
https://www.rev.com/transcript-editor/shared/beR7wKPDyE8AthY36qV-xz9K-h_hQaQTPdjDNI793l1XcOVmPysiHoBWK88G_s2Yb8hTk7BNBaoCTRqJclvn6bJB_Yw?loadFrom=DocumentDeeplink&ts=245.55
https://www.rev.com/transcript-editor/shared/1smeQIGav605Is1kfDEnsmBX1D--ckzxfPEse0NOwBw52-k66kvyIPq9RZjHriVZUOxLKkrPwjeIzTylDwYNMq1Ichc?loadFrom=DocumentDeeplink&ts=275.76
https://www.rev.com/transcript-editor/shared/vyyd6j6stmQysCyphKOCp3Fq-rYLM_DLG61x4UQ9Mu251g0D8qcu9SI_9u8-E6Z5_iOdu3KGEldQFMPdKcafTmO1Qco?loadFrom=DocumentDeeplink&ts=306.12
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The highly lucrative North American region grew 17%, up from 11 last Q2. That's also doing

really well. Net income looks a lot healthier for a while now as well. The last four quarters of

net income has averaged $13 billion per quarter. The four quarters before that, net income

average close to a third of that. The year of e�ciency seems to have worked relatively well.

(05:29):

Jasmine, it's still squeezing more money out of each user. It's family average revenue per

person, so it's got the daily average and I think they do monthly average. Daily active people

number, and a monthly active people number, I think they've got two. Basically, if you count up

all their platforms, Instagram, Facebook, Messenger, What's App, how many people did they

have across the whole portfolio? They are averaging more money per person. It went from 10

bucks to 12 bucks per person from last Q2 to this one.

(05:59):

That's the high level number, Jasmine, which has gone up 6%. Daily active people number up

6%. Same growth as last Q2. They're not at over 3.2 billion people worldwide. But they have

stopped telling us how many Facebook users it has. It never reported Instagram and What's

App, and some of those other platforms. But we did get Facebook out of the earnings. We

noted in Q1 that Meta had stopped telling us how many Facebook users it had. However, our

forecasting team still puts estimates together on Facebook, and also Instagram users.

(06:32):

We'll turn out attention to those figures for some insights into how many people are using

Meta's platforms. We'll start with Facebook. Worldwide, Jasmine, we estimate that Facebook

has 2.1 billion, these are monthly users. That's growing at just under 1%. In the US, we estimate

that Facebook has 178 million monthly active users.

(06:51):

You thoughts on our numbers?

Jasmine Enberg (06:53):

I think what's most interesting to look at here is which figures Meta is now choosing to report.

It started the call with two really big user figures. It said that there are now 100 million

monthly What's App users in the US, and 200 million monthly Threads users worldwide.

https://www.rev.com/transcript-editor/shared/qSaCm4IqlvdOYMG5lgRy16QBkLla9YhvPxQvWsKrYzUL_SEibWs9SrwopkJUX3LCahQf0ZZMSXWGZzd3hwDYRT-AG2w?loadFrom=DocumentDeeplink&ts=329.76
https://www.rev.com/transcript-editor/shared/WqJjyVQoRFe1I4AJGUYRl6Y0Uar3MMy1-cS4dpKXs6moGzUph0vP-H9Bn2_PScVo56b1t53L4rWSqcHCi-ulYWNbSRA?loadFrom=DocumentDeeplink&ts=359.25
https://www.rev.com/transcript-editor/shared/SAwCtZFi-UhLnQVx23ih5o1s4e0AdvZ0M-1qcgq9rNW3_5rATCdML34Ux2U0oOpIzzI_C-bAsNPgq5G8rdjtV0a9PWA?loadFrom=DocumentDeeplink&ts=392.16
https://www.rev.com/transcript-editor/shared/U8G1eaiu96DE65-fhmy_iVLFyvK2PTFG6Xqyig70pHFlgR6ncPhXz-aEm72zQcLvDzpTEPRRiFaUMbm5iiwlj0jFJzI?loadFrom=DocumentDeeplink&ts=411.96
https://www.rev.com/transcript-editor/shared/kXrGfG9TneICywgxlojwTlSkOvbK6T-JXRJnRMskc1A93G21rnxozcN9KYnuuAA29tx7gXTMxXQW4Y8kY2-HICkXCO0?loadFrom=DocumentDeeplink&ts=413.2799999
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Zuckerberg also talked about changing the narrative around Facebook and young people.

Earlier it had said that there are 40 million 18 to 29 year olds in the US and Canada who use

Facebook daily.

(07:24):

The reason these figures are important to call out because it shows you where Meta's

priorities are when it comes to growing its user base, and how it can use that growth to drive

more revenue. If you look at What's App and Threads, these are both under-monetized spaces

for the company, and where they can expand to if you're thinking about future revenue

growth. What's App, of course, has a massive global user base, but it isn't as big in the US

according to our figures. Meta has been rolling out business messaging tools to make money

o� of it, and it definitely needs the US because that's where the most money is to be mad.

(08:00):

Now Threads, of course, doesn't have ads. We've heard that it could potentially be launching

ads in the second-half of this year. The 200 million monthly active user figure, to me, is a nice

number to share in an earnings call. The growth obviously has been really impressive. But it

doesn't say much about engagement, which is of course something that Meta needs to

monetize it e�ectively.

(08:22):

Finally, and this is the one that's most interesting to me, is that 40 million 18 to 20 year olds

who use Facebook daily stat. Because it's true that you can find young people on Facebook.

We're predicting that about half of Gen Zers will use Facebook monthly in 2024. But the

reality is, is that they're spending more time elsewhere. When they are going to Facebook, it's

for a very specific reason. They're going to Groups, or they're going to Marketplace. That

also means that Meta is making less money o� of them, because both of these are under-

monetized areas of Facebook, and also places that you could think about when you're

considering where Meta might be starting to o�er more options for advertisers in the future.

Marcus Johnson (09:07):

What's interesting, Jasmine, about the Gen Z folks with Facebook is Facebook, we have losing

300,000 monthly active users in the US by next year. Facebook's been very slowly losing

American users since peaking in 2021, according to our numbers. It's basically flat, but they're

https://www.rev.com/transcript-editor/shared/FtbIbD2_T22wgdpEonpEKa1tr2jtevKeBDGqeccfUBjWCrYyiG7CG5fNu01tiHqiebasVzksSVc7TUVbFABK_hBIcDE?loadFrom=DocumentDeeplink&ts=444.99
https://www.rev.com/transcript-editor/shared/FK4es0B4SdEA2lndSSzHtNuBwMS28l3ox_7Dx5ZHWp3XfP_YH4lHC9BI6Xc8ibCaVjZL_QdLzyxYIUpJxujHG2dj17M?loadFrom=DocumentDeeplink&ts=480.48
https://www.rev.com/transcript-editor/shared/rYL80KbCqSYepol4L-jpjRJr8Uvn_N667Cx8mddc6Ec-g5DQSomG-wZAlV1sYfgl3yyd5knZ3JG7dLQwLRhN-nJisIU?loadFrom=DocumentDeeplink&ts=502.56
https://www.rev.com/transcript-editor/shared/-SQLTyO3mXDE1-h1P0TtwExc9XCV1N6Ms5czZUCG_U_aNdWz2aHMpUYPMKs3a061x3PI_pwJ_3hg6DM0eq27sCFi7vQ?loadFrom=DocumentDeeplink&ts=547.71
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losing a little bit. What's interesting though, it's the older generations who are leaving.

Millennials, Gen X, and Boomers, they're seeing very small, very minor user declines next year.

Gen Z is the group that's adding. They're still a small group, so they're growing from a smaller

base. But they are the ones that are joining Facebook for those purposes that you mentioned.

(09:43):

They're also the story on Instagram as well. We estimate that, worldwide, Instagram has over

1.5 billion monthly users, growing to just less than 1.6 billion next year, so 6% growth. In the

US, we think Instagram will add nearly six million new users next year, going from 143 to 149

million. But almost all of that growth is Gen Z is joining the platform. That's because they span

from, what is it, 26 to 12. You're having a big hoard of folks who are starting to get on social

media for the first time.

(10:17):

Really quickly also, Jasmine, on the What's App numbers. What's interesting is that, when we

look at our figures by generation, we have Millennials as the most prominent users of What's

App. 35% of them, Millennial smartphone users using What's App. 35% versus 25% for the

younger Gen Z, and 25% for the older Gen X. Very interesting trend there, with that Millennial

group driving What's App.

Jasmine Enberg (10:40):

That makes a lot of sense to me, actually. If you think about how young people are using social

networks and messaging apps. Snapchat, for example, is a messaging app for younger

people. People us DMs on Instagram. It makes sense that they would be less likely to be using

What's App than Millennials or older generations.

Marcus Johnson (11:02):

Yeah, that's a good point. You mentioned AI and how much that has helped Meta with its

revenue growth at the top of the show. Another comment that Chief Executive Mark

Zuckerberg had mentioned regarding AI was, "Meta AI is on track to be the most used AI

assistant in the world by the end of the year."

(11:24):

What's your take on this and Meta's recent AI e�orts as a whole?

https://www.rev.com/transcript-editor/shared/Ls1Kd1KUsTkbDB4UF8Kg0q-IoZrcCg3m9tM3vP6snu2HlSHcFzZtmNyhVOfMJYJvhUWMo9Vf6vtLdAWHDv5i9jaB5aQ?loadFrom=DocumentDeeplink&ts=583.41
https://www.rev.com/transcript-editor/shared/u_pcDcgihCHm9QhpeFo4g-CQgw1xeUQVaYAx9bm2wSepmVDnOuPPNe64WjmVRvmavfAyFboZOhfgtd1deorG2w8onGQ?loadFrom=DocumentDeeplink&ts=617.25
https://www.rev.com/transcript-editor/shared/8uIVvYHyYnqsAz4POxYWKffSVzrGE5ByJzSzQ3krGd-edARDz6WuM5y9izxuam8lPWw9PmxrDUPDnmqlodGS6gmN720?loadFrom=DocumentDeeplink&ts=640.32
https://www.rev.com/transcript-editor/shared/0SACiSjhadMb6jUqYCRTx1QzjCcnPDOiacliF-aXVJwsLuzP3iDOW6M3Z8b1ZhAkwsHcXqzUgB5JjZEc80UZ4Jj2ctk?loadFrom=DocumentDeeplink&ts=662.7
https://www.rev.com/transcript-editor/shared/3LB58ijChBxzRevD6yoF4elBmQUhbC2XqblMXB4h-J2X3u2gpCLKEaxhDHtccTIwP3MxHaOss_Bt4Vr85H8XZTeSIhI?loadFrom=DocumentDeeplink&ts=684.9299999
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Jasmine Enberg (11:30):

When Meta AI was first released, I said that it could be a dark horse in the race to AI, and I still

think that's true. Meta only needs about 43% of Facebook users in the US to use Meta AI

monthly for it to be as big as ChatGPT is here by the end of the year. That's not entirely

unthinkable, if you think about the rise of social search, and how prominently and permanently

Meta AI is displayed in Meta's apps.

(11:58):

I think part of its success, or a large part of its success, is going to be dependent on how good

the technology is that is underpinning Meta AI. Of course, Meta recently rolled out Llama 3. It

said on the earnings call that it's working on Llama 4. They're clearly investing a lot in their

large language models to continue on this race to AI.

(12:20):

As we talked about before, it's also clear that these AI investments that it's made in its ad

business are already paying o� in its revenues. That bodes really well for some of the larger

bets that it's making in AI. I'm particularly interested in the gen AI ad creative that Meta

teased on the call, although it said that it wouldn't be available until later.

(12:42):

But if you think about beyond advertising, and those bigger gen AI bets, like the business or

the custom AI agents that it talked about, those are going to take a much longer time to pay

o�. Meta's already missed the mark. It just folded it's celebrity-inspired AI chatbots, which

was actually one of my big predictions for 2024.

Marcus Johnson (12:42):

Killing it.

Jasmine Enberg (13:03):

This, to me, says two things. One, that Meta is willing to scrap e�orts that aren't working, even

in AI. But on the other hand, it is concerning given how expensive these chatbots were, and

how much money that Meta is planning on spending when it ramps up AI spending in 2025.

Marcus Johnson (13:03):

https://www.rev.com/transcript-editor/shared/CQWmdVkzcA6M31F4F6cEDbicKyWFhW-FA2smTpnnvhOVhVpvbzzzdkG9buzMcQUd7z1Q_0OEer7OIQBalrl50ckmCi8?loadFrom=DocumentDeeplink&ts=690.48
https://www.rev.com/transcript-editor/shared/LCHR_eGT9VIjjP30svF9aysMP6aC3vSD5iUD5nw9BPL75_2I30drs3LR7E0EclyhKZXR4NHcA4mVD8lVL--AFYmCw7o?loadFrom=DocumentDeeplink&ts=718.08
https://www.rev.com/transcript-editor/shared/B-l8rvFvlFCEnIjKwznnVrEBMjEVVuxF4VmM19ybuBwn3uiOr04osLEvA8Y9_ftaLojkWfFZ5m931jZdKcgR14Sw2Qw?loadFrom=DocumentDeeplink&ts=740.22
https://www.rev.com/transcript-editor/shared/RzghnQVU6pxeHFis6ZYc_f6oaQzDeLjjnPbmEmJkU9r-4ffokfr7RbDP9Ss6nFTEnh_wSyqhM2u4UQ8FQ5DPZsfYryI?loadFrom=DocumentDeeplink&ts=762.84
https://www.rev.com/transcript-editor/shared/Gkh9XVgCY2sQ7DA8aje_G75dpcw0cDojYJX7gJXtIiyRGijKh2yMOL-IiHpzVcMyBhYB4fGpCIbWu6ss_NtMhmZT6OY?loadFrom=DocumentDeeplink&ts=762.99
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Yeah.

Jasmine Enberg (13:24):

But the big picture here is this. AI is a race that Meta cannot risk falling behind in. The good

news, from its earning which we saw, is that it has proven that it can a�ord to be in it.

Marcus Johnson (13:37):

Yeah. Yeah, these technology companies increasing cap ex has been startling. We're only at

the very beginning of the AI race, it seems.

(13:44):

I love things going well for Meta making a lot of money. AI e�orts, by and large, are for the

most part going well. Let's look at Meta through a di�erent lens. What do you see as their

biggest threat at the moment?

Jasmine Enberg (13:58):

Yeah. Well, Meta is still very much an advertising-based business, we know this. That means it's

subject to any volatility or fluctuations in the ad market. I think even as we're seeing other

social and big tech ad businesses su�er, Meta still feels unstoppable right now.

(14:13):

What I would call out as their biggest threat is the decay of Facebook. It's certainly not an

immediate threat. You talked about how Facebook has been slowly losing users in the US.

Meta is certainly trying to get ahead of it, with some of its language on the earnings call.

Changing that narrative around young people, for example. But the reason I say that it's the

biggest threat is because Facebook is still its biggest money maker, even though Instagram

now accounts for close to half of Meta's ad revenues.

Marcus Johnson (14:42):

Right.

Jasmine Enberg (14:42):

Despite, again, what Meta says, it's just not where young people are spending their time.

Young people are one of Meta's biggest sources of new growth, both when it comes to users
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and revenues.

Marcus Johnson (14:54):

Lots of di�erent parts of Meta's business. One that they've talked about a little bit less, or a

lot less as of late, is their Reality Labs unit. Salvador Rodriguez at The Wall Street Journal was

nothing that, "Operating losses in Meta's Reality Labs unit," which produces the Quest

headsets and RayBan Meta smart glasses, the losses or predicting losses, "are set to increase

meaningfully" in the remainder of 2024. They lost $4.5 billion in Q2 alone.

(15:23):

Jasmine, what's your take on this part of Meta's business?

Jasmine Enberg (15:25):

Well, they've been pretty quiet about it. Executives only said the word Metaverse three times

on the earnings call, which is down from 12 exactly a year ago. I think that helps to show,

again, where it's focused, or at least what it wants to stress about its business. We know that

there have been some signs that Meta's been pulling back on its Metaverse spending. But as

you said, it's still incredibly expensive. They reported nearly a $4.5 billion loss last quarter.

(15:54):

Where we did hear Meta talk about the Metaverse was really in the context of AI, and how

that is helping to shape the work there, and how the two are complimentary. Meta talked

about AI speeding up timelines for work within Reality Labs and the RayBan smart glasses.

Overall though, Reality Labs accounts for less than 1% of Meta's total revenues, so it's

certainly a very small part of its business.

Marcus Johnson (16:18):

I did think something that was noteworthy is two weeks ago, Reuters reporting that Meta in

talks to buy a 5% stake in RayBan maker, Essilor Luxottica. Yeah. Maybe this seems like it

could be an investment to double down on their commitment to smart glasses, and trying to

put some of the technology in those.

Jasmine Enberg (16:37):
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Well, Zuckerberg did say ... I was on an interview with the BBC and they quoted him, so excuse

me if I misquote a little bit. Zuckerberg said something along the lines of, "Smart glasses will

overtake mobile phones." This is clearly something that he's heavily invested in and believes in.

Marcus Johnson (16:55):

Did he give a timeline? Next week?

Jasmine Enberg (16:59):

Yeah. That I don't know, o� the top of my head.

Marcus Johnson (17:01):

At some point. Probably not, but we'll see.

(17:05):

Great time. What grade, Jasmine, would you give Meta for Q2?

Jasmine Enberg (17:09):

I got to give Meta an A. It's ad business performance was incredibly strong.

Marcus Johnson (17:14):

Okay. I believe, yeah, A in Q1 as well. That was coming o� 27% growth. 22% revenue growth

this quarter, so it seems fair. Not only is it making a lot of money, but as I said, profitability, net

income has been very high for a number of quarters now, in keeping with this year of

e�ciency mantra.

(17:34):

Headcount, Jasmine, is up a little bit, but remains nearly 20% below the company's late 2022

peak. Revenue per employee is up over 50% from that time. It seems like they're doing a lot,

lot more with less. Third quarter revenue expected to beat analyst expectations, according to

FactSet data. We shall see.

(17:55):

That's all we've got time for, for today's episode. Thank you so much to Jasmine, for hanging

out with me.
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Jasmine Enberg (17:59):

Thanks for having me.

Marcus Johnson (18:00):

Thank you to Victoria, who edits the show. Stuart runs the team. Sophie does our social media,

so thank you to her. Thank you to everyone for listening in. We hope to see you tomorrow for

the Behind the Numbers Weekly Listen. That's an eMarketer video podcast you can watch on

YouTube, or you can just listen to it the usual way.
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