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1. Investment Thesis 

AppLovin Corporation (“AppLovin” or “APP”) continues to outpace industry growth 
benchmarks in the mobile advertising and app monetization space, backed by significant 
improvements in revenue, profitability, and cash generation. Its core Software Platform 
segment, underpinned by the AI-driven AXON engine, has emerged as the dominant 
revenue and margin driver. Although the Apps segment (primarily mobile games) has seen 
slower growth, strong operational execution and disciplined user-acquisition spending help 
maintain profitability. Key strategic initiatives—such as expansion into Connected TV 
(CTV) and broader use of AI—position the company for continued success. That said, 
AppLovin’s dependence on major platform providers (Apple and Google) and the broader 
regulatory landscape remain critical risks. For long-term, risk-tolerant investors, AppLovin 
offers a compelling blend of high-growth potential, robust margins, and strong free cash 
flow generation. 

2. Financial Performance Overview 

2.1 Revenue Trends 
- Q2 2024 

- Total Revenue: $1.08 billion, up 44% YoY. 
- Software Platform segment: $711 million, up 75% YoY. 
- Apps segment: $369 million, up 7% YoY. 

- Q3 2024 
- Total Revenue: $1.20 billion, up 39% YoY. 
- Software Platform segment: $835 million, up 66% YoY. 
- Apps segment: $363 million, up 1% YoY. 

Key Takeaways: 
1. Software Platform drives the majority of growth, accounting for nearly 78% of total 

revenue in Q3. 
2. Apps Segment exhibits slower YoY gains, reflecting a strategic focus on cost-effective 

user acquisition rather than pure top-line expansion. 
3. Macroeconomic Resilience: Despite broader market uncertainties, AppLovin’s ad-tech 

business has demonstrated steady demand, partly due to the continued shift toward 
mobile and AI-driven advertising. 



2.2 Profitability & Margins 
- Adjusted EBITDA 
- Q2: $601 million (+80% YoY), representing a 56% margin. 
- Q3: $722 million (+72% YoY), margin expanded to 60%. 
- Net Income 

- Q3 Net Income: $434 million (+300% YoY), translating to a 36% net margin (up from 
29% in Q2). 

- Segment EBITDA Margins 
- Software Platform: 

- ~73% Adjusted EBITDA margin in Q2, rising to ~78% in Q3. 
- Efficiency gains stem from AI-driven ad matching and scale-driven cost leverage. 

- Apps Segment: 
- Margins declined from 22% in Q2 to 19% in Q3 due to strategic reductions in user-

acquisition spend. 

Commentary: 
1. Rising net margins and robust EBITDA expansion reflect AppLovin’s success in 

leveraging AI-based ad targeting (AXON) while maintaining cost controls. 
2. Strong Operating Leverage: Scale benefits are evident in the Software Platform 

segment, which contributes disproportionately to margins. 

2.3 Cash Flow & Capital Allocation 
- Free Cash Flow: 

- $545 million in Q3 alone; $1.3 billion in the first nine months of 2024. 
- Share Repurchases: 

- Over $793 million spent across Q2 and Q3 to retire ~9.2 million shares, signaling 
management’s confidence in long-term prospects and strong cash-generation abilities. 

- Leverage: 
- Net leverage ratio remains below 2.0x, affording AppLovin the flexibility for 

continued strategic investments (R&D, M&A) and further shareholder returns. 

3. Segment Analysis 

3.1 Software Platform 
1.   Revenue Composition: 
- Accounts for ~78% of total revenue in Q3, making it the primary growth engine. 
2.   AXON AI Technology: 
- Core to the platform’s ability to optimize user acquisition and advertising campaigns at 

scale. 
- Improves ad targeting, maximizing return on ad spend (ROAS) for advertisers. 
3.   Key Sub-Components: 
- App Discovery: The flagship solution driving ad monetization for clients. 



- MAX: In-app bidding technology that helps publishers increase revenue by attracting 
competitive ad bids. 

- Adjust: Mobile measurement and analytics for app developers. 
- Wurl: A connected TV platform enabling streaming content distribution and 

monetization. 

3.2 Apps Segment (Mobile Gaming) 
1.   Q2–Q3 Trend: 
- Q2 revenue: $369 million (+7% YoY), Q3 revenue: $363 million (+1% YoY). 
- Slower growth partly reflects management’s reduced investment in user acquisition amid 

a highly competitive gaming landscape. 
2.   Profitability: 
- Adjusted EBITDA margin eased from 22% in Q2 to 19% in Q3. 
- Management emphasizes “cost-effective growth,” focusing on franchise games with 

sustainable engagement rather than chasing ephemeral hits. 

Commentary: 
- While the Apps segment provides a supplementary revenue stream and a testing ground 

for new monetization strategies, the Software Platform has become the strategic focal 
point, generating outsized growth and profitability. 

4. Management Insights & Strategic Priorities 

1.   Strategic Vision 
- Management underlines continued investment in AXON to further refine AI-driven ad 

matching and performance optimization. 
- Diversification efforts into Connected TV (CTV) and eCommerce are underway, 

leveraging the success of Wurl and new ad formats. 
2.   Operational Efficiency 
- Tight control over cost of revenue and operating expenses has driven margin expansion. 
- Emphasis on R&D to advance AI and analytics capabilities, spending nearly $150 million 

in Q3 alone. 
3.   Capital Allocation 
- Sustained share repurchase program to enhance shareholder value and signal confidence 

in long-term fundamentals. 
- Maintaining net leverage below 2.0x, providing flexibility to pursue acquisitions or scale 

new initiatives. 

5. Industry & Peer Context 

1.   Digital Advertising Ecosystem 



- The sector’s rebound post-pandemic has benefited AppLovin’s core ad-tech offerings. 
- AI-Driven Automation: Peer companies (Unity, Alphabet) are also integrating AI 

solutions, intensifying competition but validating the model. 
2.   Mobile Gaming Market 
- Fierce competition for user acquisition and engagement. 
- AppLovin’s Apps segment must continually produce new content while retaining users in 

existing games to maintain momentum. 
3.   Connected TV (CTV) 
- Rapid growth in streaming presents new monetization channels. 
- Incumbents (Roku, Amazon) wield strong brand recognition, but AppLovin’s Wurl 

acquisition shows ambition to expand beyond mobile. 

6. Macroeconomic & Regulatory Factors 

1.   Platform Dependencies 
- Reliance on Apple and Google (app store policies, data usage restrictions) poses a 

strategic risk. 
- Changes to privacy policies (e.g., Apple’s App Tracking Transparency) could limit ad-

targeting data, affecting ROI for advertisers. 
2.   Data Privacy & Compliance 
- Growing regulatory scrutiny (GDPR, CCPA) necessitates ongoing compliance 

investments. 
- Any high-profile data breach or misuse could result in material legal and reputational 

damage. 
3.   Economic Cyclicality 
- Potential recessionary pressures could lead to reduced advertising budgets, dampening 

near-term revenue growth. 

7. Risks & Challenges 

1.   Reliance on AXON’s Performance 
- The company’s competitive advantage hinges on AXON’s AI-driven insights. Any 

degradation in predictive accuracy could erode advertiser trust. 
2.   Heavy Dependence on Third-Party Platforms 
- Apple and Google policy changes pose continual uncertainty. In extreme cases, app 

removals or fee hikes could materially affect AppLovin’s ecosystem. 
3.   Competition & Market Saturation 
- The ad-tech and mobile gaming markets are crowded; sustaining margin leadership 

requires ongoing innovation. 
4.   Potential Margin Compression 



- Intensifying competition in AI-driven advertising and in-app bidding may squeeze take 
rates and pricing power over time. 

5.   Regulatory & Legal Scrutiny 
- Data privacy regulations, potential antitrust inquiries, or class action lawsuits remain a 

persistent risk for large digital advertising platforms. 

8. Growth Catalysts & Opportunities 
  
1.   AI-Driven Expansion 
- Continued enhancements to AXON and deeper machine learning integrations could 

widen performance gaps in ad targeting and monetization. 
2.   Connected TV (CTV) & Streaming 
- Wurl’s success in supporting streaming distribution could open significant new revenue 

streams as cord-cutting accelerates. 
3.   eCommerce & Retail Partnerships 
- AppLovin’s AI capabilities could extend to new verticals, unlocking fresh revenue 

channels as more retailers embrace digital advertising solutions. 
4.   Strategic Acquisitions 
- With substantial free cash flow, AppLovin can pursue complementary acquisitions to 

augment its platform and expand internationally. 

9. Valuation & Outlook 
- Short-Term: 

- Expect continued double-digit revenue growth, driven primarily by the Software 
Platform’s strong ad-tech performance. 

- Margins may remain elevated given disciplined spend on user acquisition and ongoing 
share repurchases. 

- Medium to Long-Term: 
- The company’s ability to broaden its addressable market (CTV, eCommerce) and 

maintain AI leadership will dictate growth longevity. 
- Competition from other AI-focused ad-tech providers could compress margins if 

AXON’s capabilities do not remain best-in-class. 

10. Conclusion 

AppLovin stands out as a high-growth, high-margin enterprise in the mobile-focused ad-
tech ecosystem. Its AI-centric platform (AXON) and expanding suite of offerings (MAX, 
Adjust, Wurl) underpin significant operational momentum. The company’s strong free cash 
flow generation and robust share repurchase program highlight both financial health and 



management’s confidence in its long-term prospects. However, heavy reliance on Apple and 
Google for distribution, intensifying AI-driven competition, and ongoing data privacy shifts 
present tangible risk factors. 


