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■ Sharing is structural, not cyclical, as saving money is not the only reason
cited for sharing. Others are the desire to reduce the carbon footprint, live a
sustainable and useful life, and meet other people. McKinsey estimates that
sharing may yield cost savings of cUS$1trn p.a. by 2025.
■ Sharing revenues may reach US$335bn by 2025, according to PWC,
implying an annual CAGR of over 25%. This may appear large; however, it
only represents 0.4% of 2014 global GDP. Supply constraints to sharing
appear limited given the growing share of freelancers and part-timers.
■ Sectors: Transport: Sharing & driverless technology provide long-term
risks to car sales, car lending and car insurance. Hotels: Hotels and their
suppliers may come under pressure if accommodation sharing maintains its
momentum. Banks: Crowd funding appeals to wider consumer demand for
alternative banking. Staffing: Direct source recruitment threatens staffing
firms. Social media: Key enabler. Increased data collected on sharing
should prove valuable.
■ Stock calls: We highlight 16 companies that benefit longer term from
sharing growth and 10 companies that appear negatively exposed.
Figure 1: Key companies exposed to Sharing, with links to last research
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Key theme charts
Figure 2: The propensity to share is very high across the
world ("Are you willing to share assets?")…

Figure 3: …and goes well beyond the Millennials' cohort
(18-34) suggesting a widespread demand curve
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Figure 4: Sharing is about more than just saving money
suggesting a structural rather than cyclical theme

Figure 5: People want to share almost anything
suggesting that it may disrupt a wide range of sectors
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Figure 6: Supply of collaborative (sharing) services may
be met by increasing supply of free-lance/part-timers…

Figure 7: …which suggests that currently small sharing
services may become big, quickly (Life cycle)
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Key sectors and stocks
Figure 8: Autos: OEMs beware as car ownership can drop
40% when people start sharing cars

Figure 9: Sharing allows for very significant savings
which in an urbanising world enhances its appeal
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Figure 10: Finance: Consumer loyalty to banks is low.
This enhances structural P2P lending outlook

Figure 11: Travel & Leisure: Hotels and suppliers to be
impacted from further growth in accommodation sharing
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Figure 12: Key companies exposed by sector

Figure 13: Key companies exposed by sector
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Executive summary
Media interest in the so-called "collaborative" or "sharing economy" has been rapidly
increasing during the past few years driven by a) exponential growth from companies such
as Uber and Airbnb, b) Incumbent operators feeling increasingly threatened by this which
has resulted in legal challenges across multiple countries and c) accelerating private
equity-related funding resulting in rapidly rising valuations for sharing start-ups.
As an example, we note that Uber (founded in 2009) was valued at cUS$50bn at their last
funding round, up from cUS$60m in 2011 while Airbnb's valuation (founded in 2008) now
stands at cUS$25bn up from cUS$1bn in 2011, according to CB Insight data.
Despite the attention paid to some of the individual "sharing" companies, we believe that
significant uncertainty or scepticism remains with investors on whether sharing businesses
more broadly have longevity and which of them will ultimately prove to be truly disruptive.
This note aims to provide context to the broader "sharing" theme by outlining the
breadth of services that are being offered, reviewing the demographic demand side for
them and in conjunction with our key sector analysts outlining the potential implications for
key affected sectors.
We agree that uncertainty regarding the extent and timing of the impact from the "sharing"
model is significant; however, our analysis does support the following conclusions:
■

Investors should not underestimate the impact of compounding growth. We note
that in 2008 Airbnb made on average 1 booking per day. Today it makes 1 booking
every 1-2 seconds. Kodak's inability to appreciate the potential impact of digital
cameras on its film business is a good reminder in this regard.

■

Sharing is global and much broader than just millennials as surveys show that
more than 40% of people in developed markets and more than 60% of those living
across the emerging world are willing to share. Sharers typically own homes, have
children and earn above-average wages. Sharing carries no gender bias either.

■

Reasons for sharing go beyond making or saving money and include the desire to
reduce the carbon footprint, meet other people and live more sustainably. This
supports those that view sharing as more than a "recession-based" phenomenon.

■

Sharing impacts many sectors across all regions. We have identified over 200
companies active in sharing across virtually all sectors and all regions. Big data, the
internet of things and smartphone penetration are central to most sharing models.

■

The potential size of the sharing economy is large. Studies by PWC suggest that
sharing revenues might reach US$335bn by 2025, up from US$15bn in 2013. This
looks realistic to us given that c50% of people aged 16-54 expect to be a sharing
services in the future.

■

Sectors that appear most exposed at this point include: transport, financials, travel
& leisure and business services. The fact that an increasing number of incumbents
across these sectors are developing relationships with sharing companies supports
this, in our view. ("If you can't beat them, join them" appears to be the motto here.)

■

Companies and sectors that benefit from more sharing include not only the
providers of the services but also the enablers. For example we highlight payment
system providers and social media companies.

■

Regulation is likely to intensify; however, we do not expect this to have a material
impact on the potentially disruptive impact of sharing. Firstly we believe that market
forces, consumer preferences and digitisation are likely to prove stronger drivers.
Secondly a regulated market might actually strengthen larger sharing firms as costs
associated with regulation might prove to be a big burden for smaller firms.

Global Equity Themes
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Exposed sectors and stocks
In the remainder of this report, we review the drivers and outlook for the broader sharing
economy. With the assistance of our respective equity research analysts, we have also
summarised the trends for the key affected sectors.
Figure 14 provides an overview of the sectors that in our view are likely to be impacted
(positive and negatively) by a further expansion of the sharing model.
We firstly highlight firms that are highly exposed to the sharing concept and therefore
benefit most from the further growth in sharing. In addition we include companies that may
have a partial or indirect exposure.
Figure 14 also includes sub-sectors and companies that we believe are likely to experience
pressure on growth or margins in case the trend to sharing continues longer term.
Finally we also highlight a number of companies that benefit from sharing through a more
indirect fashion. These companies include enablers (online payment system providers),
social media but also perhaps advertising firms that focus on providing on-line strategies
to disrupted incumbents.
Figure 14: Overview of the key sharing companies and potentially disrupted incumbents*
Sector

Key sharing firms

Other beneficiaries

Disrupted companies

Market comments

Car OEMs (VW, GM), Car
insurance (Admiral, Direct
Line, Esure)

Every sharing car replaces
as many as 13 regular cars.

Transportation
Car sharing

Uber, Lyft, BlaBlaCar, Twogo,
Zipcar, Car2Go

Rental firms: Avis Budget,
Hertz, Europcar
Global insurance: AXA

Bicycle sharing

JC Decaux

Giant, Accell, Giant,
Shimano, Serco

P2P accomodation

Airbnb, Onefinestay,
Couchsurfing, HomeAway

Tripadvisor
Priceline (vacation rental)

Hotels (Hyatt)
Suppliers (Berendsen)

A doubling in sharing
capacity reduces hotel
revenues by c4%

Delivery services

UberRUSH, InstaCart, Shipster

Amazon

Mail & delivery companies
(Royal Mail)

Incumbent margins likely
under pressure.

Retail banks, Mortgage lenders
(BNP Paribas, Santander)

P2P at a 25% share in ‘25
assuming a 30% CAGR

Key impact on conversion
margins for permanent
recruiters

Schemes now operate in 53
countries.

Travel & Leisure

Financials
Money lending

LendingClub, FundingCircle,
OnDeckCapital

Credit Card companies (Visa,
Mastercard)
Business Services

P2P and P2B staffing

Upwork, Elance,
PeoplePerHour, Freelancer

LinkedIn
Xing

Staffing (M.Page)
Consultancy & Law firms

Office sharing

WeWork, Workspace,
InstantOffices

Regus

Commercial real estate
developers

P2P sharing and selling of
pre-owned goods

Rent the Runway, Etsy, eBay,
Peerby.com, Craigslist, Chegg

Household & Consumer goods
Amazon, MercadoLibre

High Street durable good
producers and retailers

P2P sharing of tools and
goods as well as selling
used goods is increasing

Companies whose operations might benefit indirectly from strong sharing growth
Online payment systems

Social media

Advertising/marketing firms

Wirecard, Paypal, Optimal Payments, Paypoint,
Global Payments

Twitter, Facebook, Yelp, Angie’s List

WPP

Source: company data, Credit Suisse estimates, *Public companies are highlighted in bold
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Quality, growth & momentum
We have used Credit Suisse HOLT® to understand the growth, quality and momentum
characteristics of the various companies exposed to sharing. In doing so we also apply the
quality vs. momentum framework used across our wider thematic research and review the
degree of economic profit generation for the universe of exposed companies.
Growth & profitability higher for sharing beneficiaries
We recognise that the group of companies that benefit from further sharing as well as
those whose business model might be disrupted is quite eclectic and spans a wide range
of different sectors. Furthermore, the companies that benefit from sharing include a
number of small, early-stage businesses. All this suggests the need for caution when
comparing these companies.
Based on the median development, we can say that the companies whose businesses
should benefit from further sharing already offer a more compelling growth and profitability
profile than those that might be negatively impacted from the theme.
For example revenue growth during each of the past five years has been stronger for
sharing-beneficiaries, whereas EBITDA margins have also been higher. The degree of
cash flow-based returns (in case of CFROI®) has also been better for sharing than for
non-sharing companies. Given that sharing is still only at the early stages of its growth
profile, we believe that these growth and profitability differences might become more
pronounced.
Figure 15: Revenue growth for sharing firms is higher
than for non-sharing companies

Figure 16: EBITDA margins have also been higher despite
the early stage development of some "sharing" firms
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Economic profit generation and performance better for sharing beneficiaries
Despite the start-up nature of several of the positively exposed sharing companies we
note that the group as a whole already generates more economic profit than the
companies whose operations might be negatively impacted from further sharing.
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Figure 17: Economic profit generation (US$bn): Sharing
stocks do better than those that might be disrupted.

Figure 18: Positively exposed companies have
outperformed negatively exposed stocks since Sep-13.
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Ways to gain exposure to sharing
For each of the key exposed sectors, we have selected companies that might benefit and
be affected by a further expansion of the sharing economy. From these we would highlight
the following stocks that are also covered by Credit Suisse Equity research.
Transport
■

Autos: OP rated Avis Budget and Hertz should benefit from reduced car ownership,
increased usage of car sharing and rising rental services (especially for longer trips).
In contrast we believe that all car OEMs are likely to be under increased pressure.
This provides additional weight to our analysts' current 12 month based UP ratings on
Volkswagen and BMW.

■

Insurance: A strong move away from private car ownership has an impact on the car
insurance industry. Our Insurance team believes that this is likely to lead to a shift
away from more local or regional insurance companies. Stocks to be cautious on
include N rated Admiral and Direct Line. Global insurance players on the other hand
should benefit as companies such as Uber are likely to want a global insurance policy
for their vehicles. This should benefit the likes of OP rated AXA, in our view.

■

Bicycles: the continued expansion of bicycle sharing schemes should benefit JC
Decaux (N), being one of the largest operators of them globally. Indirectly this may
also provide further imputes to bicycle manufacturers as usage more broadly
increases.

Travel & Leisure
■

Hotels: Increased usage of sharing accommodation benefits the enablers. These
include companies such as HomeAway (N). We also like Tripadvisor (OP) as it can
expand its offering to include sharing accommodation. UP rated Hyatt and N rated
Berendsen (textile rentals to hotels) on the other hand are negatively exposed to such
a scenario.

■

Logistics: OP rated Amazon's expansion into delivery services and its proposition in
the pre-owned goods makes it one of our preferred companies. On the other hand we
see this development as an additional factor pressuring UP rated Royal Mail.

Global Equity Themes
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Business Services
■

Recruitment: Sharing should benefit LinkedIn (OP) as it can enable the P2P staffing
market. This is not positive in our view for companies such as UP rated Michael Page.

■

Office sharing: Demand for flexible office space is likely to continue owing partly to
rising freelancing, part-time work and entrepreneurship. Regus (OP) is a prime
beneficiary in our view.

Financials
■

P2P lending: We recognise the arguments by our US banks team against a bullish
long-term crowd funding or P2P lending model. Nevertheless investors expecting
structural growth here might consider LendingClub (N) and Visa (OP) as alternatives
offering finance.

Others
■

Pre-owned goods: A long-term development is the sharing (and selling) of pre-owned
goods. Companies that benefit here include eBay (N) and Mercadolibre (OP).

■

Social media: Social media is likely to be the key medium that will be used to share
views, experiences and suggestions in relation to all these sharing activities. This
enhances their implied value for two reasons in our view. Firstly this makes social
media a central distribution platform for sharing firms who want to develop and expand
their offering. Secondly the data collected by firms such as Tripadvisor, Facebook
and Yelp in relation to sharing services should prove valuable to both its providers and
users in our view.

Figure 19: Overview of key stocks related to sharing, renting, collaborating
Sector
Transport

Subsector
Autos

Bicycles

Travel & Leisure

Hotels

Logistics

Business Services

Recruitment
Office sharing

Financials

Others

P2P lending

Pre-owned goods
Social media

Net
sharing
impact
Positive
Positive
Positive
Negative
Negative
Negative
Negative
Positive
Positive

Price change (%)
Company
Avis Budget
Hertz
AXA
Volkswagen
BMW
Direct Line
Admiral
JC Decaux
Shimano

Positive
Positive
Negative
Negative
Positive
Negative

HomeAway Inc.
Tripadvisor
Hyatt Hotels
Berendsen
Amazon
Royal Mail

Positive
Negative
Positive

Valuation 12m Fwd

Profitability 2016E

M.Cap (US$m)
4,560
8,281
57,985
89,730
58,335
7,671
6,610
7,577
12,778

Rating
OUTPERFORM
OUTPERFORM
OUTPERFORM
UNDERPERFORM
UNDERPERFORM
NEUTRAL
NEUTRAL
NEUTRAL
NEUTRAL

% to CS
TP
25%
27%
16%
1%
-6%
-11%
1%
17%
3%

2,709
9,829
7,415
2,661
243,864
7,195

NEUTRAL
OUTPERFORM
UNDERPERFORM
NEUTRAL
OUTPERFORM
UNDERPERFORM

13%
26%
0%
10%
34%
-10%

-8%
-6%
-2%
-3%
-2%
-3%

-9%
-11%
-8%
-4%
22%
-8%

-15%
-31%
-15%
-2%
57%
10%

39.5
28.0
49.1
16.2
59.7
11.7

0.0%
0.0%
0.0%
3.1%
0.0%
4.4%

7.3%
21.9%
3.6%
18.7%
29.3%
10.2%

9.1%
25.9%
3.3%
10.9%
14.8%
9.7%

LinkedIn
Michael Page
Regus

25,183
2,452
4,390

OUTPERFORM
UNDERPERFORM
OUTPERFORM

61%
-5%
1%

2%
-6%
10%

-11%
-8%
19%

-14%
11%
77%

61.5
20.1
21.3

0.0%
4.6%
1.6%

10.5%
37.5%
23.6%

9.6%
19.9%
6.2%

Positive
Positive
Negative
Negative

LendingClub
Visa
Santander
BNP Paribas

4,814
170,595
81,396
77,219

NEUTRAL
OUTPERFORM
NEUTRAL
NEUTRAL

87%
17%
18%
12%

-6%
-6%
-16%
-6%

-26%
2%
-21%
2%

31%
-31%
1%

93.8
23.1
9.4
8.3

0.0%
0.8%
4.2%
5.2%

6.1%
26.1%
7.9%
8.7%

7.1%
44.3%
7.7%
7.5%

Positive
Positive
Positive
Positive

eBay Inc.
Mercadolibre
Facebook
Yelp

31,418
4,676
260,538
1,848

NEUTRAL
OUTPERFORM
OUTPERFORM
OUTPERFORM

11%
71%
19%
79%

-9%
-12%
-2%
-5%

1%
-26%
14%
-45%

17%
-8%
19%
-70%

7.8
40.4
31.6
59.4

0.0%
0.0%
0.0%
0.0%

11.0%
29.7%
13.2%
5.6%

7.6%
20.2%
24.2%
5.2%

1m
0%
0%
-8%
-7%
-1%
-3%
8%
-8%
2%

3m
-11%
-11%
-2%
-20%
-13%
16%
9%
-16%
1%

12m
-31%
-34%
13%
-5%
-5%
34%
27%
16%
35%

P/E (x)
11.9
19.1
9.6
8.4
9.8
12.2
14.5
27.1
24.7

Div. Yield
0.0%
0.0%
5.0%
2.8%
3.4%
3.8%
6.5%
1.8%
1.0%

ROE
7.1%
14.9%
10.0%
9.9%
12.2%
14.1%
49.9%
9.6%
16.3%

CFROI
5.4%
5.7%
9.8%
5.0%
6.5%
9.2%
34.6%
7.7%
10.6%

Source: Thomson Reuters pricing data 14-09-2015, Credit Suisse estimates
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The outlook for sharing
We recognize that many of the sharing companies mentioned in this report are in start-up
or early development phases. This might cause some investors to ignore their
development; however, this would be a mistake in our view for three reasons.
■

Firstly, it ignores the appeal that the sharing companies have to an exponentially
growing customer base.

■

Secondly, investors are well served recognising that the average lifespan of
companies is falling in any event. In case of the S&P500, this has reduced from 61
years in 1958 to just 12 years today. At this rate c75% of S&P500 companies will have
been replaced by currently up and coming corporates by 2027.

■

Thirdly, history is littered with examples of technologies that looked safe and strong
one day and were put out of business in a short period of time by the introduction of
new products and services. A good, more recent example of this would be the impact
of digital cameras on film-based cameras and the subsequent impact of smart phones
on the sales of digital cameras.

Figure 20: The average lifespan of a S&P500 company has
fallen from over 60 years to less than 20.

Figure 21: Technological development can disrupt
incumbents more quickly than expected
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Sharing is not new at all…
The so-called "sharing" (or perhaps access, renting, on-demand or collaborative) economy
has been around for a very long time. On a P2P basis, we note that centuries ago farmers
already shared tools and labour, while during the early 20th century Andrew Carnegie
donated much of his personal wealth to set up book-sharing systems in the US, UK and
Canada: the public library.
Other sharing services that have been around for a long time include mostly rental
services such as tool rental and car rental but one could also include B&B and Hostel
offerings in the sharing offering.
While all these services are mostly B2C or P2P, we note that rental services in the B2B
space has also been a strong trend for years. Examples of this include construction rental,
temporary power rental, leasing or the more recent increase in sharing of production
facilities as a way to reduce cost.
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Recent excitement aided by technological developments
In our broader thematic work, we frequently highlight the enabling factor that technology
plays (e.g. Global Equity Themes - e-Commerce). This is no less true for the recent
acceleration of sharing services in our view. The strong growth in penetration of the
internet, smart phones and social media has in our view allowed sharing services to
become mainstream globally.
Companies that emerged first as a result of these developments include eBay and
Craigslist in 1995, Autotrader (1997), Paypal (1998) or Tripadvisor (2000). Some of the
current most popular sharing services globally include Youtube, Facebook, Twitter and
Wikipedia.
While technological developments have allowed sharing to become more widespread we
note that this has by no means reached its limits. For starters internet smart phone
penetration (while increasing) is far from saturated in our view.
Figure 22: Internet penetration as reported by
Internetworldstats.com
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Figure 23: Smartphone penetration by country: growth
potential greatest across GEM (2013)
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… and already covers a range of end markets
For the context of this note, we focus on the consumer-related sharing economy rather
than the B2B space. To this end, we believe the universe of consumer-focused sharing
services can be grouped into three systems:
■

Redistribution of products. This involves platforms that allow individuals to sell
products to others that may not be needed by the owner.

■

Product and service offerings. These typically include members who pay for the
benefit of using a product or service without needing to own it outright or perform it
themselves. These services can be on a P2P or P2B basis for example individuals
renting themselves as freelancers to firms.

■

Collaborative lifestyle related services. These include platforms allowing people to
share or exchanging mostly intangible services. Examples include reviews (e.g.
Tripadvisor), knowledge (Wikipedia) or funding (crowd funding or P2P financing).

The table below highlights some of the examples of sharing services currently being
offered across these categories.
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Figure 24: Sharing economy range of products and services
Area of focus

Service offered

Description of service offered

Corporate

Private label
Supply chain
Employee services
Shared food
Shared food prep
Bespoke goods
Loaner products
Pre-owned goods
Healthcare
Wellness
Instructors-led
Peer to peer
Shipping
Local delivery
Storage
Crypto currencies
Crowdfunding
Money lending
Insurance
Equipment
Safety
Personal
Business
Personal space
Rental optimization
Work space
Parking
Transportation services
Driver optimization
Loaner vehicles
Telecom
Energy

Cross-app connectivity, marketplace website outsourcing, pre-order money collection platform
Corporate car fleet sharing, shipping unutilized capacity sharing, on-demand staffing
Office furniture sale and rental, employees carpooling, commute networks for professionals
Home food sharing, meal hosting and dining , food swap
Personal chef service, ready to cook food delivery, food preparation support
Marketplaces to sell crafted goods, product launch platforms, workshop sharing
Tools, apparels, luxury goods, games & toys rental and borrow
Classifieds, marketplaces for sale of pre-owned goods
Medical equipment sharing, on-demand doctors and care services
Classes and coaching (e.g. relationship, eating, physical activity, personal development)
One-to-one courses, instructional videos and online-learning classes led by instructors
instructional videos from peers, online tutors and textbook solutions manual
Friend to friend shipping, local home moving, on-demand parcel pickups and dispatching
On-demand local courier and goods delivery, moving concierge services
Per box monthly storage service, peer-to-peer collaborative self-storage
Digital alternative currencies using cryptography to secure transactions
Equity funding of projects or ventures, fundraising by a large number of investors
Peer-to-peer lending, online marketplace connecting borrowers and investors
Peer-to-peer insurance, group insurance pools with claims-free bonus payback
Municipal bike sharing schemes, equipment and service sharing for public agencies
Location sharing for family and friends, social safety networks, on-demand guards
Household tasks, home cleaning, virtual personal assistants, timebanking
Freelance marketing, graphic design, app development, crowdsourced customer services
Home sharing, lodging rental, home exchange vacation
Automatic pricing for home rental websites (e.g. Airbnb)
On-demand workspace rental and meeting room booking, office sharing
Booking of empty spaces for car parking
Car sharing, carpooling, on-demand ride, car-hailing services
Earnings management system for drivers (e.g. Uber), ride fare estimation, traffic info sharing
Car, bikes, boats, airplanes rental services and marketplaces
Spare broadband capacity sharing, crowdsourced mobile network
Distributed energy generation, connecting producers and consumers

Food
Goods

Health &
Wellness
Learning &
Education
Logistics

Money

Municipal
General
Services
Space

Transportation

Utilities

Source: Credit Suisse Research

Sharing is global and broader than just millennials
We believe that the potential growth opportunity for sharing services is substantial. This
view is based on multiple global surveys that show a strong propensity by individuals
across all demographics and all regions to use sharing platforms in the future.
Sharing is a global phenomenon
For example in 2014 Nielsen surveyed consumers across 60 countries on their views
towards sharing goods and services and found that close to 70% were willing to share
their own assets with others (Figure 25). Some 66% indicated the desire to share assets
owned by others. A PWC survey among US consumers found a similar response with 72%
of consumers who have tried the sharing economy stating that they would remain active.
Intentions towards sharing run high; however, we note that at present only a minority of
consumers globally (typically less than 25%) has actually used sharing services.
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Figure 25: The propensity to share is very high across the
world: "Are you willing to share assets?"

Figure 26: The strongest desire to share is seen across
the largest emerging economies
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Age and average spending power support sharing
From a regional perspective the Nielsen survey showed a stronger preference for sharing
in lesser developed regions. In fact the countries with the highest readings for wanting to
share assets from other consumers were all in the emerging world (Figure 26).
Reasons in our view that explain the higher willingness to share across the developing
world compared to developed regions include the fact that their population is younger and
has lower spending power. This also ties in with some of our other work on the emerging
consumer and online spending (e.g. Global Equity Themes - e-Commerce: growth
vs. value) which also highlights a stronger propensity for consumers across emerging
markets to spend online.
The young are more active sharers but the potential market is much bigger
Typically investors associate the sharing model with the urban millennial, those aged
between 18 and 35. While a number of sharing services are clearly directed to this cohort,
we note that surveys strongly indicate that the concept of sharing is accepted by a much
wider audience.
In other words companies that sell products to different demographic groups should not
feel insulated from the strong growth in sharing that is currently taking place. Their
business model may still be disrupted if consumers start to appreciate the benefit of
sharing over owning across more products and services.
Where data on sharing by age group does show a skew towards the Millennials mostly
relates to new sharing-services. Older generations are typically more focussed on sites
and services that are more established and therefore probably have been able to build
trust and recognition.
On a regional basis we find that the impact of the Millennials on the sharing economy is
currently much stronger across the developing world than in North America or Europe. For
example in Asia 49% of the c80% of respondents to the Nielsen survey that indicated a
willingness to share assets owned by others were Millennials (a 60% share). For
developed regions this share was "just" 40%.
One possible explanation for this in our view is the fact that internet and smartphone
usage is more skewed towards younger people in emerging countries than across the
developed world.
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Figure 27: Breakdown of regional sharers by age group: "Who Shares?"
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Sharers may be more traditional and affluent than generally expected
Another indication that the growth in sharing services is driven by more than just young,
tech-savvy individuals can be seen in the charts below.
Firstly, sharers (especially those experimenting with new services or the so-called "Neosharers") are more likely to have children than non-sharers whereas they are almost
equally as likely to own their own home.
In addition sharers also tend to be wealthier than the average person. For example in the
US 14% of neo-sharers had an income of over US$100,000 in 2013 compared to 8% for
the wider population. At the same time 49% of neo-sharers had an income of less than
US$50,000, lower than the national average of 55%.
Another way to indicate the wealth impact of the sharers is the following: 35% of people in
the US with an income of over US$100,000 are neo-sharers. In the UK 35% of people with
incomes over £60,000 are neo-sharers.
In other words the section of society with the highest purchasing power tends to be
attracted to a wider range of sharing services. This would suggest that sharing is more a
lifestyle choice rather than about saving money.
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Figure 28: Sharers may be more traditional than is
commonly believed
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Figure 29: US sharers are wealthier than the population at
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No clear gender skew
A survey conducted by Crowd Companies and Vision Critical among c90,000 people in the
US, UK and Canada showed no clear gender skew. Especially among sharers that
venture beyond the established services like eBay, the so-called neo-sharers, the survey
found an almost 50/50% split between men and women.
Figure 30: Breakdown of consumers by gender
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Figure 31: Breakdown of (non)sharers by age group
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Overall these results provide strong support to our view that the sharing economy is a
longer-term phenomenon and relevant to the entire population. It therefore also
underscores the potentially disruptive impact that these businesses can have on
companies that do not adjust their offering to meet these changing consumer patterns.
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Sharing is about more than making or saving money
Investors might believe that the sharing movement is a temporary phenomenon based on
their belief that "saving money" is the key motive behind someone's intention to share his
or her goods or skills. "It will disappear once the economy recovers" is probably the
thinking here.
We agree that "saving money" is a strong motive for people to engage in the sharing
model, something which we believe has strengthened since the start of the so-called
"Great Recession" in 2008/9. However, there are other factors which clearly outline that
sharing is based on a much broader set of drivers than money alone.
Saving money is a critical component…
During the past five years average real income growth has been low across most of the
developed world. In addition job security has also been weak owing to weaker economic
conditions resulting in rapidly increasing unemployment rates especially among younger
people. These developments would reasonably support the idea that more consumers
want to earn extra money by selling personal goods or services and skills to others.
Figure 32: Real wage growth has been weak since 2009
and only recently improved
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Figure 33: Rising youth unemployment likely to have
added to the need for sharing in our view
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… sharing is also driven by social and environmental drivers
However, we note that the growth in sharing activity is driven by more than just the desire
to save money (Figure 35). A survey conducted by marketing communication agency
Havas in 2014 among almost 11,000 people across 29 countries found that a number of
social and environmental reasons were relevant as well.
For example 55% of respondents to the Havas survey felt that their country's economic
model was not working, while almost 70% believed that overconsumption is putting their
society and the planet at large at risk.
Furthermore interestingly the survey also showed that consumers did not believe that
consuming less was the solution but rather consuming better. In other words being more
discerning and less wasteful. Only consuming what one needs and taking care to get the
full value from each purchase during its lifespan is what was seen as relevant.
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Figure 34: Social reasons for sharing are important

Figure 35: Which aspects of the sharing economy appeal
to you?
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… and there is the intangible benefit of being more in control
In addition to economic and environmental reasons, we would also highlight the fact that
sharing appeals particularly to consumers who value flexibility more than job security
through full-time employment with one employer.
Furthermore sharing also allows an economy to start utilising a wider section of its
production base (e.g. women or men who want to combine work with child-care).
Therefore the movement towards sharing or the on-demand economy provides a powerful
drive to connect people with money but little time with those that want more money but
have time.
Data that seems to support the idea that an increasing share of the workforce is starting to
appreciate other forms of employment than full-time work includes data from both the US
and Europe. In case of the US for example we find that the share of workers that are
voluntarily part-time employed is rising, whereas the opposite is true for those that are
part-time employed on an involuntary basis.
Figure 36: More workers in the US chose to be part-time
employed
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Figure 37: the share of people working part-time is also
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Freelancing is an additional feature that supports the sharing model
Beyond part-time workers we note that there has also been a steady increase in the
number of people that work on a freelance basis. A study by Elance-oDesk (the world's
largest online workplace) for example showed that in the US there are c53million workers
that are now freelancing. This represents more than one in three workers and contributes
more than US$715bn to the US economy according to Elance's study. Research for the
European economy suggests that nearly one in four Europeans is working independently.
The outlook for further growth in freelancing also appears to be aided by the current
political discussions around the minimum wage. For example a survey by Manpower
released in September 2015 warned of the negative effects the UK National Living Wage
whilst pointing to some possible future trends of employment model. As well as detailing
what 2100 employers believed would be the impact on profits and hiring practices,
Manpower's results suggested that firms would try to bypass the legislation by instead
taking on workers on a self-employed basis.
This development is similar to how Yodel or Uber built their workforce, with what are
essentially freelance owner-drivers. The survey suggests that this model, increasingly
used by ‘sharer’ industries could become commonplace in other low-skill labour-intensive
industries.

Sharing impacts many sectors across all regions
The world of sharing goods and services covers many sectors. For example an AC
Nielsen survey suggest that consumers are willing to share anything from electronics,
clothing, cars, homes to intellectual property (lessons professional qualities) or running
errands (Figure 38).
While the array of sharing categories is large we note that current participation across
most areas is in its infancy. For example outside the sale of pre-owned goods (e.g. usage
of sites such as eBay, Amazon or Alibaba) we note that no category of sharing services
enjoys a take up from the broader population of more than 10% (Figure 39).
The fact that most of these categories remain in the early stages of development not only
implies strong growth potential in our view but also that it is not too late for incumbent
producers and providers to adapt to the changing marketing conditions.
Figure 38: Which of your items are you willing to share?

Figure 39: Participation by category across various
sharing categories
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The potential size of the sharing economy is large
The potential size of the sharing economy is a function of the number of consumers that
use it and the degree of spending across the various activities. Consumer surveys clearly
show that growth potential on this basis is significant as a) the number of participants is
likely to rise while b) they're also expected to become more active across more sharing
areas.
More than half of society could be sharing in the future
A clear indication of the fact that the majority of people may use sharing services in the
future is delivered through the Havas survey. It showed that almost 50% of today's young
people (16-35) expect to be sharers in the future while this is also true for 43% of today's
35-54 year olds. If these percentages are correct, then demographic changes imply that
the majority of most nations will be using one or more sharing services in the not too
distant future.
Figure 40: 45-50% of today's young to middle-aged expect
to be sharers in the future

Figure 41: Sharing, even of more expensive items, ranks
high among younger people (who will dominate in 20yrs)
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Revenues from sharing economy may reach US$335bn by 2025
Given the potential growth in both the number of people expected to share in the future
and the wider range of products and services that they share, it is not surprising to find
that estimates for the potential size of the sharing economy are high.
For example, PWC predicts that total revenues from the main sharing sectors can reach
US$335bn by 2025, up from cUS$15bn in 2013. The sectors with the strongest growth
profile in their view include P2P financing, online staffing, P2P accommodation and car
sharing. Independent research regarding the development of the sharing economy in the
UK puts the potential revenues at £9bn by 2025. Examples for the UK (as cited in a report
from the Department of Business Innovation and Skills) include:
■

20,000 property owners in the UK rent out their driveway through JustPark making on
average £465 per year (£810 in London)

■

People renting out their car through easyCar Club earn on average £1,800 per year

■

Zipcar members save on average £3,600 per year compared with owning a car

■

A typical Airbnb host in London earns around £3,000 per year by renting out for 33
nights per year. 63% of hosts claim that this allows them to pay bills that they would
otherwise struggle to pay.
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Figure 42: Annual CAGR for key sharing services (20142025). Most look set to grow by more than 20% pa.

Figure 43: The size of the new sharing economy may
reach US$335bn by 2025, according to PWC
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Ability to attract capital supports strong growth
One of the strongest indicators of the potential growth opportunities for the sharing or ondemand economy is the ability for these companies to attract early-stage funding.
Venture capital funding raising exponentially with a strong internet/mobile focus
The ability for start-up firms especially in the technology space to attract capital appears to
be getting better and better. During Q2-2015 alone more than US$32bn was raised
worldwide across no fewer than 1,800 deals.
In addition we note that internet and mobile/telecommunication related investments (areas
where sharing companies reside) is dominant with a share of more than 70% in Q2 of this
year.
Figure 44: VC Investing into start-ups is rapidly
increasing
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Figure 45: The lion's share is going to areas where
sharing companies are active (internet and mobile)
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Judging from the deals that were executed in Q2, we also find that the majority of the
largest deals were related to the sharing and on-demand economy. For example 18 of the
largest investments were related to sharing and accounted for US$7.5bn or 24% of total
VC investments in Q2.
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Figure 46: 18 of the largest transactions in Q2 were sharing/on-demand related
accounting for US$7.5bn of investments (24% of the quarterly total)
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Valuation levels are also rapidly increasing: Unicorns are no longer special
Another indication of the growth potential for the sharing economy can be seen from the
valuation levels that these VC investments imply. More specifically we refer to the number
of so-called "Unicorns" or private companies with a perceived valuation of US$1bn or
more.
The number of start-ups that have reached a US$1bn or more is accelerating and reached
124 in July this year, up from just 4 in 2009. According to CB Insight data the total implied
valuation for all these companies combined reached US$468bn or a 36-fold increase from
the US$13bn valuation in 2009.
Figure 47: The number of "Unicorns" has accelerated
strongly since 2009.
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The conviction from early stage investors in the growth potential for the sharing related
companies is also clear. The number of "sharing Unicorns" reached 44 in July this year
with a combined implied valuation of cUS$220bn. Seven companies currently have a
perceived valuation of more than US$10bn, of which Uber and Airbnb are by far the
largest with US$51bn and US$25bn, respectively.
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Larger corporations are starting to react
The final and probably strongest indication that sharing might have a long-term impact is
derived from the reaction displayed by potentially disrupted companies.
Given the early stage of development for the sharing economy, we appreciate that some
companies might adopt a "just ignore this, it will go away" strategy. However, as with the
case of other disruptive technologies and developments in the past that might be a risky
strategy to adopt (e.g. Kodak and the rise of digital photography).
A much more sensible approach in our view (and at the same time a clear indication that
sharing is to be taken seriously) is for traditional companies to either collaborate with the
sharing sector, acquire potential competitors or develop their own sharing services.
Increasing activity by corporates in these areas during the past few years suggest in our
view that the corporate sector is indeed taking sharing seriously.
Corporates who have been active
Traditional companies that have been most active during the past few years with
establishing agreements with sharing companies include Ford, GE, BMW, Hyatt, Barclays,
Philips, Citibank, Toyota, Google, Microsoft and Starbucks.
Sharing companies that have attracted most attention
Sharing companies with whom the traditional corporates have engaged most frequently
include Uber, Lyft, Airbnb, Kaggle, TaskRabbit, Yerdle, LendingClub, Indiegog, Ziocar and
Postmates.
Figure 49: Number of collaborations with sharing
companies is increasing

Figure 50: Examples of incumbents collaborating with
sharing "disrupting" companies
Company
B&Q
Barclays
BMW
Daimler
EasyJet
GE
Google
H&M
IKEA
Nordstrom
Target
Tesla
W Hotel
Walgreen

25

20
15
10
5

Sharing entity
StreetClub
3Space
DriveNow
Car2Go
EasyCar
Quirky
Lending Club
na
BlaBlaCar
Etsy
Pinterest
Lending Club
DeskNearMe
TaskRabbit

Offering
Neighbourhood sharing scheme
Branches into workspace
Car sharing with Sixt
Car-sharing service
Car sharing
Partnering on a line of connected home devices
Offers P2P loans
Initiated garment recycling programme
Home delivery in France
Selling vintage and handmade goods
Collaboration on party-themed collections
Car loans for Tesla buyers
Short term work places
Delivery of medicines

Source: Company data, Credit Suisse research
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Key sectors: Transport
The sharing model within the transport sector has probably received most media attention
during the past few years owing largely to the success of Uber. Its ability to disrupt the
incumbent "taxi" model has caused numerous protests from taxi drivers across the globe.
Uber is just one of the very many companies that are active in transport-related activities.
Other services that we believe go through a similar strong growth period include bicyclesharing schemes. The desire of people to lead a more conscious lifestyle coupled with
cost pressures related to car ownership especially in urban areas provide a structural
tailwind to this service in our view. As a group we believe that sharing has strong potential
to disrupt traditional incumbent industries, most notably the car industry. Examples of this
include:
■

BlaBlaCar now has over 20 million member across 19 countries, up from c6m a year
ago and less than 1m in 2011. Over 2 million people using BlaBlaCar every month.

■

Uber now generates more than 1 million rides per day across almost 300 cities
globally. The company adds some 50,000 new drivers to its service each month.

The range of sharing services provided in transport can largely be broken down into those
listed in Figure 51. Most of these are car related (either on a P2P or B2P basis) but we do
note that even flight-sharing is now under development (although banned at present by the
FAA).
Figure 51: Range of sharing services in transport
Activity
Description
Taxi-style sharing Applications such as Uber & Lyft connect people with
personal drivers
Lift-style sharing

Consumers willing to share a trip. Only involves sharers to
pay for the fuel.

P2P vehicle
lending

Direct vehicle renting between customers

B2P car sharing

Commercial enterprises providing vehicle rental to
members. Mostly in urban areas.

Bicycle sharing

More than 500 cities across the world now operate bicycle
sharing schemes.

Source: Credit Suisse research

Figure 52: Companies involved in transport
Transportation services
Lyft
UberRush
BlaBlaCar
OLA
Liftshare
Sshuddle
Sidecar
Hailo
Twogo

Transportation
Loaner vehicles
Zipcar
Drivenow
Enjoy
Relay Rides
Flightcar
Car2go
Mobility
Scoot
Boatabout
Getaround

ride optimisation
SherpaShare
What's the fare
Parking
Just Park
Parkonmydrive.com

Source: Credit Suisse research

Factors supporting structural growth outlook
We see several reasons supporting a positive view on the growth outlook for sharing
services in relation to the transport sector. These include:
Impact of Urbanisation, population growth and the expanding middle class
In some of our other thematic work we have written about the implications of population
growth, urbanisation and the expanding middle class on issues such as energy
consumption and the need for further energy efficiency. We believe that these factors also
support the view that demand for car sharing in particular looks set to rise further.
In relation to these megatrend drivers and their relevance for car sharing demand going
forward, we would highlight some of the conclusions previously highlighted in our
Transport Energy Efficiency primer (Themes in Energy Efficiency - Transport: no change is
no option)
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■

Rising congestion generally reduces the appeal of owning a car. With greater
urbanisation and in the absence of strong road-infrastructure spending we expect
congestion to increase across larger urban areas. This should increase the appeal for
other means of transport and reduce the appeal to own a car privately in our view.

■

Majority of trips are short, reducing the need for a car. A relevant reason for
believing that car sharing is likely to continue to expand going forward is the fact that
even today well over 50% of typical travel is on trips with a distance of less than 5
miles.

Figure 53: Share of trips taken by distance in the US
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■

Figure 54: Share of trips taken by distance: England ('13)
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Expansion of alternatives makes owning a car less relevant. Car ownership would
be a necessity if alternatives were not available, however, this is increasingly not the
case. The continued drive by governments (local and national) to expand and improve
alternative means of transport such as undergrounds, public buses within urban areas
not only reduces the need for private car ownership and support sharing schemes in
our view. These sharing schemes include both car sharing (e.g. longer trips) and
bicycle sharing (covers shorter inner city trips). To this end we point to the strong
growth in the number of cities that now operate bicycle sharing schemes as indication
that a modular shift away from private car usage is developing in urban areas.

Cost of ownership vs. sharing related cost
Urbanisation appears to worsen the case for owning a car based largely on logistical
grounds. However, we note that financially the business case for owning a vehicle also
remains weak, which in a wage-growth constrained world with high (youth) unemployment
adds to the long-term outlook for sharing services in our view.
One aspect in particular that makes owning a vehicle an inefficient exercise is the fact that
usage is typically very low. On average a vehicle is used for less than 5% of the time.
Furthermore taking data from the UK we find that private car usage both in terms of total
mileage and the number of trips taken per year continues to decline.
Based on this we believe that total private ownership costs per mile driven are typically
much higher than using a car sharing service let alone using alternative means of
transport including public transport or non-motorised (bicycles or walking).
In Figure 56 below we highlight a typical cost differential per month between owning a
medium-sized car through finance lease and using a Zipcar service. It is fairly obvious to
us that the financial case for owning a car privately is very weak at best unless one uses
the car very frequently.
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Figure 55: Car usage in the UK has been declining
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Figure 56: Total running cost of a private car is
substantially higher than using a Zipcar service
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Environmental consideration:
Finally we note that greater environmental awareness would likely reduce demand for
private car ownership and support the case for sharing services. Three developments are
relevant in this regard:
■

Firstly cars and trucks are responsible for c70% of total transport-related Greenhouse
Gas Emissions. Greater environmental awareness among the broader population is
therefore likely to affect cars disproportionately.

■

Secondly pollution levels across almost 70% of the largest 1500 cities in the world are
already above levels deemed acceptable by the World Health Organisation. Further
urbanisation coupled with more private car usage would likely put pressure on this.

Figure 57: PM10* level by city (micrograms per cubic meter, 2011)
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■

Thirdly as noted in the sharing surveys highlighted earlier in this report, consumers not
only use sharing because of financial reasons but are almost as much driven by social
concerns including sustainability. In other words environmental awareness is most
definitely increasing which in our view changes consumer behaviour.
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Figure 58: Urban consumers are environmentally aware
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Figure 59: Cars dominate CO2 emissions in transport
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Source: IEA (2010)

Potential impact on the car industry from sharing
Against the background of the previous comments, we believe that the potential
implications of a widespread adoption of car sharing and alternative transport sharing
schemes can be significant. The industries potentially most impacted are not just the car
supply chain (suppliers and OEMs) but also car insurance companies in our view.
Do not disregard car-sharing: It is happening.
Some investors might disregard the potential disruptive impact of car sharing. However,
we believe that this might be wishful thinking for the following reasons:
■

Membership numbers for sharing schemes are rising exponentially. Globally the
number of people that are becoming members of companies such as Zipcar have
started to accelerate rapidly. During 2012-2014 growth reached an annual average of
65%, up from c30% during the 2006-2012 period.

■

On-Demand sharing usage is rapidly increasing. At the same time we also note
that the growth in usage of on-demand "sharing" is rising rapidly. This is not only
visible through the number of Uber drivers but also through usage of schemes such as
BlaBlaCar and Lyft.
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Thousands

Figure 60: Members of car sharing schemes are rising
rapidly across the globe

Figure 61: The number of new Uber drivers by month is
rapidly increasing
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■

Source: Uber

Driving licence penetration rates are falling. Multiple surveys show that the share
of young people with a driving licence is falling across the developed world. While
some of this development might be related to cost issues we also argue that academic
research indicates a link with the degree of urbanisation and connectivity. Greater
availability of sharing services including BlaBlaCar are at the very least not supportive
of a strong positive view towards increasing driver licence ownership in our view.

Figure 62: Falling penetration of driving licences among
younger people may suggest longer term shift
100%

65%
60%
55%
50%
45%
40%
35%
30%
25%
20%

90%
80%
70%
60%
50%
40%
30%

62.7%

47.4%
42.6%
38.1%

40.2%

40.1%

38.2% 37.9%

36.2%

34.8%

1995
2010

1995
2010

1995
2010

1995
2010

1998
2009

'92/94
2013

'92/94
2013

'92/94
2013

20%
10%

Figure 63: The share of private car ownership in Germany
has been steadily falling since 2009
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■
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Source: Credit Suisse research

Private car ownership rates are falling. In this regard we note that in Germany the
share of private car ownership has been falling for a number of years now.

Do appreciate the difference between emerging and developed countries
In trying to understand the impact of car sharing on various countries, we note that there is
a significant difference between emerging and developed countries. While we believe that
car sharing is likely to be a long-term global phenomenon we do expect the impact in the
medium term to be largely focussed on developed countries.
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The key reason for this is the fact that car penetration rates across the emerging world are
very low. Rising spending power leading to a continued expansion of the middle class is
likely to offset any impact of car sharing on the total private car fleet in our view. Our work
on the emerging consumer shows that demand for cars remains high across the
developing world as it is typically viewed as a sign of wealth. In this regard we note that
our Chinese auto analyst remains of the view that in China car sharing is unlikely to have a
significant impact on the overall car market. Rather he views car ownership restrictions set
by the government for Tier1 and Tier2 cities as much more important.
Potential long-term impact on car fleet could be significant
The previous drivers and observations suggest that the potential impact of the sharing
economy can have disruptive implications for the incumbent car industry. We would add to
this that the result of several surveys run among users of car sharing services as well as
CEOs of car companies globally. All these clearly suggest that ignoring the potential
implications of the sharing economy is unlikely to be the best strategy in our view.
■

Private car ownership falls after joining a car club. Data on the UK suggest that
over time c40% of people both in London and elsewhere sold their private car after
joining one of the car clubs in the country.

Figure 64: The share of people who own a car drops
significantly both in London (L) and the rest of England
(RoE) after joining a car club.
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■

Figure 65: For example, 40% of people who owned a car
sold it after joining a car club.
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After mileage driven falls. In addition we note that people that join car clubs tend to
drive less after joining than they did before. In other words their usage per vehicle per
year declines. Data for London shows that average annual mileage drops by more
than 50% after people join a car club. Data for the rest of England shows an ever
greater decline. Clearly consumers that do join a car sharing scheme consciously
decide to change their overall traffic patterns to include other means of transport.
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Figure 66: Average mileage per year (000) with own car
and after joining a car club drops in London

Figure 67: A similar development is observed for car club
members in the rest of England and Wales
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Future car buying intentions fall. The experience with on-demand car usage is
clearly positive as a significant majority of UK members indicate less desire to own
their own vehicle in the future. This is a negative for car companies in our view.

■

Car companies start to agree, as a majority of CEOs in the developed world believe
that more than 15% of the car market will be on-demand driven by 2025. We would
not be surprised if this share ends up being higher especially across urban areas.

Figure 68: A clear majority of car club members indicate
less desire to buy their own car in the future
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Figure 69: A majority of CEOs of car companies believe
that on-demand car services will be more than 15% of the
car market by 2025
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Combination of sharing and driverless technology
The accelerating growth profile of car sharing (both through Uber and through car clubs) is
happening at the same time as driverless technology is being tested. We believe that the
combination of these two developments provide a potentially very disruptive proposition to
the incumbent car sector.
Outlook for driverless vehicles
Consultants IHS automotive believe that by 2022 73% of passenger vehicles sold will be
connected. In addition, they believe that the number of fully self-driving vehicles will
increase from c0.25m in 2025 to almost 12m by 2035. In all, IHS estimates that nearly
54million self-driving vehicles will be in use globally by then. Boston Consulting Group is
even more aggressive and believes that c25% of vehicles sold in 2035 will be self-driving.
Impact of driverless and sharing
The combination of car sharing and driverless technology provides a significant headwind
for general car sales in our view. Driverless vehicles allow for much higher levels of
operational efficiency. The likely reduction in accidents as well as traffic jams adds to their
appeal towards the wider population in our view. With a further expected increase in
urbanisation more broadly we believe that this only underpins the likely demand cycle for a
combined car sharing driverless experience in our view.
Scenarios in relation to car ownership
At present it is arguably difficult to indicate the exact degree of impact that sharing and
driverless vehicles are likely to have in the long run, however, one can make scenario
calculations. Assuming that sharing continues and that driverless vehicles will increase the
desire to reduce car ownership in favour of more efficient means of travel, we adopt three
scenarios (Figure 71).
■

Europe: A reduction of private car ownership to c75% of households would reduce the
2014 fleet size by 31%.

■

US: The University of Michigan Transportation Research Institute concluded that selfdriving might help reduce the number of vehicles per household by 43% to 1.2.

In addition to the car industry itself, we note that the growth prospects for car insurance
companies as well as firms exposed to providing car loans are likely to come under
significant pressure if these scenarios were to become reality.
Figure 70: Passenger car density by Household (2014)

Figure 71: Potential reduction in European car fleet based
on average car density per household
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The view from our analysts
US Autos

Research Analysts

■

Dan Galves

What is our base case view on the possible impact of sharing?
We do believe the concept of sharing has potential to lead to a decline in vehicle
ownership rates over time, likely exacerbated by other trends like e-commerce, ecommuting, and urbanization, which should lead to lower miles driven per person.
Obviously, if rates of miles driven do fall, so do utilization rates of personal vehicles.
Vehicle ownership is expensive ($700-$800 per month in the US, including vehicle
depreciation, fuel, insurance, and maintenance)…so we would expect the idea of
moving from two vehicles per family to one could gain traction, supported by an
increase in car-sharing services over time. Currently, vehicle ownership rates are
heading in the opposite direction (vehicles per licenced driver, after declining from a
peak of 1.23 in 2005 to 1.17 in 2012 is now back to near the peak).

+1 212 325 9274
daniel.v.galves@creditsuisse.com

Shreyas Patil
+1 212 538 5281
shreyas.patil@credit-suisse.com

Tanu Chauhan
+1 212 538 4108
tanu.chauhan@credit-suisse.com

But we think the impact from car-sharing will be minimal over the next several years.
Services like Uber and Zipcar are popular in US urban areas (where vehicle ownership
rates are already low), but awareness is still low in suburban / exurban areas. As
awareness of the ease and utility of these services become more well-known over the
next five years, we would expect them to have a very modest drag on ownership rates
but not enough to really make an impact on the ~250MM vehicles in operation in the
US.
■

What would be our view if sharing continues to expand rapidly for 10 years?
We see autonomous vehicles as a major catalyst to acceleration of car sharing / ride
sharing. This could be within the family (i.e. a commuter could send their vehicle home
after arriving at work for the spouse to use) or outside the family (i.e. a commuter
could defray the cost of their vehicle by making it available for share during the work
day). And Uber-like services could become much more affordable if the paid driver
was taken out of the equation. So, the period between 2020 and 2025 could see rapid
expansion of this concept. And the impact to vehicle production volumes could be
severe. A decline in ownership rates means that new vehicle sales would fall below
the sum of scrappage + licensed driver growth. This metric has averaged 14.4MM
over the last 10 years in the US and current new vehicle sales are in the 17.0MM17.5M range.

■

Which companies would look most and least exposed in case the sharing model
continues to develop?
While certain automakers, like Ford, have introduced pilot car-sharing programs, we
think the negative impact on volumes would substantially more than offset any
revenue stream from car sharing services. Not to mention that we do not see any true
competitive edge in this market from being a carmaker. Component suppliers are also
largely driven by vehicle volumes, so would be negatively impacted…although
companies with substantial positions in automated driving technology and electronics
(like Delphi) would be less exposed. We also see Tesla as less exposed…in our view,
the potentially steep market share gains by EV’s at the expense of Internal
Combustion Vehicles, combined with Tesla’s competitive advantage and strong
market share position in the technology, could more than offset a declining overall
industry volume environment.
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European Autos
■

What is our base case view on the possible impact of sharing?

Alex Haissl

Car ownership in major European cities like London has been declining for several
years (down 5.6% between 2009 and 2013 or -1.4% annually). This in our view is
partly due to car sharing and other services like Uber which are popular in urban areas
with a well-established infrastructure.

+44 20 7888 8507

However, the decline in car ownership especially in urban areas seems to be a
moderate and gradual one. In our view car sharing will continue to lead to a decline in
car density in the longer term, but the near-term impact is likely to be more limited.
■

Research Analysts

alexander.haissl@creditsuisse.com

Fei Teng
+44 20 7883 9978
fei.teng@credit-suisse.com

What would be our view if sharing would continue to expand rapidly for 10
years?
Virtually all car manufacturers in Europe would be severely impacted if car sharing
becomes a widespread phenomenon over the long term. Declining volumes would
significantly impact their already poor cash flow track record. Within Europe we note
that two companies have taken a more pro-active stance towards sharing by
developing their own programmes.
BMW: together with SIXT owns DriveNow which operates a fleet with 2,900 cars and
390,000 customers.
Daimler: together with the European part of Europcar owns Car2go. Although Car2go
does not disclose fleet size, we estimate that it is c.4.5x the size of DriveNow – thus
fleet size of Car2go is around 13,000.
In the context of total European sales volume of around 14mn units these two
programmes are clearly very small and unlikely to offset a more serious impact on
BMW's and Daimler's volumes if sharing becomes more widespread. However, we do
believe that it puts both companies at an advantage in the longer term vs. other car
manufacturers especially if on a city basis car sharing and car rental schemes allow a
first mover to dominate.

■

Which companies would look most and least exposed in case the sharing model
continues to develop?
Among the European OEMs, Daimler (Car2Go) and BMW (DriveNow) have the
highest positive exposure via their sharing companies. All the other car manufacturers
look more negatively exposed in case car sharing does become more widespread in
our view.

Insurance companies
■

What would be our view if sharing would continue to expand rapidly for 10
years?

Research Analysts

Insurance companies with significant exposure to car insurance policies are likely to
see their business impacted if sharing becomes mainstream and lower annual car
sales. In Europe we see Admiral, Direct Line and esure as most at risk if this trend
does develop.
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Richard Burden
Richard.burden@creditsuisse.com

On the other hand such a development might present larger, more global insurance
companies with opportunities to expand their underwriting. As car sharing companies
such as Uber and carclubs such as Zipcar expand their global car fleet it is likely that
they would want a more global insurance offering to their fleet as well. Companies that
have the ability to offer these services in our view include OP rated AXA.
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US Car rental firms

Research Analysts

■

Anjaneya Singh

What is our base case view on the possible impact of sharing?
We believe that the ridesharing and carsharing markets will continue to grow and
provide customers with a convenient service and mode of transportation that
competes with rental car companies at the margins without taking significant share.
We view the ridesharing platforms (such as Uber and Lyft) as less of a threat to
traditional rental cars, and they appear to be taking share more from taxis, cabs, and
other services that address customers looking to travel short distances in a short
period of time, and are typically not an economical replacement for traditional car
rentals over longer distances (~30+ miles) or for longer periods of time (~30 mins+).
We view carsharing platforms (such as Zipcar) as complementary to the traditional
rental car market, given the synergies they have with traditional rental and the
expertise that traditional rental car companies have in managing vehicle fleets.
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The most direct competition will likely come from peer-to-peer car rental companies,
such as Relay Rides and FlightCar. Without a fleet to service, maintain, or refresh,
these platforms have significant cost advantages and the model is capital light.
Removing funding and financing costs from the business should improve the price
competitiveness of the P2P model. In some versions, such as with FlightCar, the
owner may even be saving money by renting the car out, by avoiding expenses like
parking, etc. However, we believe there are barriers to scale for these companies, as
sourcing could be an issue given the potential issues concerning insurance, liability,
and theft / damage. Bottom line, we expect growth in the sharing economy to impact
the rental car companies on the margin, but do not expect it to have a huge impact on
demand for traditional rental car services.
■

What would be our view if sharing would continue to expand rapidly for 10
years?
We view autonomous vehicles as the more serious threat to traditional rental car
services. Since Transportation Network Companies (TNCs) address a different market
segment, we do not view a rapid expansion of that market as a major threat to the
traditional rental car business. For Avis and Enterprise, the rapid growth of carsharing
should benefit them (through Zipcar and Enterprise CarShare), or at the very least
help offset the potential impact of any demand loss due to Uber and Lyft. That said, if
carsharing models were to expand to address the core rental car market, we would
view that as a significant risk. This is likely not feasible unless the labor component of
the TNC cost structure is removed, and something more predicated upon autonomous
vehicles becoming ubiquitous.
The other impact that significant growth could have on rental car companies could
come from reductions in vehicle ownership. Significant declines in vehicle ownership
could cause shocks in the used vehicle market as demand for cars decreases, which
would result in increased fleet costs for the rental car companies as the residual value
of disposed vehicles fell.

■

What companies would look most and least exposed in case the sharing model
continues to develop?
Hertz would likely be impacted more so than Avis Budget and Enterprise, for the
simple fact that growth in Zipcar––which is the leader in the carsharing market by a
wide margin–– and Enterprise CarShare will offset some of the potential decline in the
traditional rental car market (Hertz has exited the carsharing business in the US for
now). As far as the core rental car business, Hertz, Avis and Enterprise are similarly
exposed, being that they all operate in largely the same markets, with Enterprise’s
dominance in insurance replacement likely mitigating the impact very slightly, to the
extent that ridesharing does not fully replace car ownership.
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Travel & Leisure
Sharing activities as they relate to the travel and leisure industry have received strong
interest during the past few years. This in our view was driven mostly by Airbnb's
exponential growth. The company when founded in 2008 made on average one booking
per day; however, that increased to as much as one booking every two seconds in 2012.
In relation to the travel and leisure sector, we find three key sub sectors with substantial
"sharing developments".
Space
Airbnb is arguably the most well-known provider of space-sharing services. The
company's growth rate continues to increase and resulting in 17 million bookings this
summer up from just 47,000 in 2010. The company currently has over 1.5m listings on its
website compared to less than 50,000 in 2011.

Thousands

Figure 72: Airbnb's listing growth continues to increase

Figure 73: Onefinestay impacts high-end hotels
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In addition to Airbnb we note that a number of other accommodation sharing companies
exist that may disrupt the incumbent operators. These include "Onefinestay", a company
focussed on the high-end rental market. During the past few years it has expanded its
coverage of rental accommodation in London, New York, Los Angeles and Paris. Its
services include providing guests with butler services, 24/7 support and iPhones for local
calls and data. Onefinestay currently has six times more listings than The Ritz, The Plaza,
Hotel George V and Hotel Bel-Air combined.
Other sharing accommodation companies include HomeAway (holiday rental focussed)
and Couchsurfing. The demand for space sharing is stronger than just Airbnb is indicated
by the fact that Couchsurfing has more than 10 million people in over 200,000 cities
worldwide.
Food
Companies enabling food sharing meet an increasing desire by people to connect with
others and live a more sustainable life. Foodsharing can include enjoying a meal at
someone else's house (e.g. Mealsharing) or having others cook for you (e.g.
shareyourmeal.net, a Dutch company with member-cooks across 8 countries and more
than 7,000 in the Netherlands alone).
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Logistics
On the back of the car sharing development, it is probably not surprising to find that
delivery sharing is also enjoying increasing interest. Companies such as UberRUSH and
Instacart provide local delivery services. Longer distance delivery services are also offered
including by Myways a company owned by DHL.
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Source: Credit Suisse Research
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Figure 75: Our hotel analyst Tim Ramskill believes that
Airbnb might record 59m bookings by 2020E (10m in 14E)
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Figure 74: Key sharing companies in the Travel & Leisure
sector

Growth

Source: Company data, Credit Suisse estimates

The view from our analysts
■

What is your current (base-case) assessment of the potential impact of sharing
services on your sector?

Research Analysts

The emergence of the alternative accommodation provider Airbnb and others such as,
HomeAway, Onefinestay, as a credible threat to the hotel industry continues to attract
significant attention from investors as, sharing economy business models become the
latest disruptive change in the consumer landscape. Whilst Airbnb remains firmly tightlipped about its growth and the economics of its business model, a variety of press
discussions from its management team have enabled us to build an approximate
growth profile for the group up until 2014. We have then modelled a scenario of
continued growth (but at a declining pace), that sees Airbnb hit 59m annual bookings
by 2020. We discuss this in European Hotels, Rating changes reflect momentum shift,
23 June 2015, and we estimate Airbnb equates to 1% of global hotel supply which
could rise to 5% by 2020E.

+44 20 7883 7361

Tim Ramskill, CFA
tim.ramskill@credit-suisse.com

Julia Pennington
+44 20 7888 0157
julia.pennington@creditsuisse.com

When asked about the impact of Airbnb on their businesses, most industry
management teams are careful not to be dismissive of the threat but given healthy
RevPAR growth take some comfort that as yet no impact is being felt. It is worth noting
that Onefinestay.com recently undertook a $40m round of financing which included a
participation from Hyatt (rated Underperform; CS analyst Joel Simkins). It will be
interesting to see if further investments from hotel operators are forthcoming as a
method of embracing the segment's growth potential.
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■

How would your view change if sharing companies were to become truly
disruptive over a 10 year period?
Alternative accommodation is a medium-term risk to the hotel industry and much will
depend on its growth profile, regulation and ability to attract the corporate customer.
We believe any Airbnb impact would more likely show up at weekends first given its
customers are leisure focused. However, to date this has not been in evidence with
US occupancy rates rising in lock step for both the corporate-centric weekdays and
leisure centric weekends. Furthermore we also accept that not all of Airbnb's bookings
are direct substitutes for hotels.
Whilst definitive conclusions about the impact of Airbnb on the hotel industry are
difficult, the key observation we would draw from our analysis is that Airbnb would
effectively add 70bps to the annual supply growth of the industry. Ultimately the impact
on individual hotel operators will reflect the strength of their brands, how those brand
portfolios are adapted to the needs of younger travellers and to some extent
geographical exposure, as it seems likely Airbnb will gain greater traction in gateway
cities. That said, we are also firmly of the view that as with the threat of growth from
the OTAs, it will likely be the independent unbranded hotels who face the greatest
challenges.

■

Which companies in your sector look most & least vulnerable in case the
sharing model continues to develop in your sector?
In addition to tracking weekend occupancy levels, we believe it is worth keeping a
close eye on the growth of extended stay hotel formats with the three largest players
in this segment being Marriott (rated Outperform; CS analyst Joel Simkins), IHG (rated
Outperform; CS analyst Tim Ramskill) and Hilton Hotels (rated Outperform; CS analyst
Joel Simkins). Extended stay brands such as IHG's Candlewood Suites and
Staybridge Suites offer consumers a greater degree of in-room amenity than most
traditional hotel rooms with kitchen facilities and dedicated living space in larger format
suites but at similar price points to midscale hotels. Our hypothesis is that this
segment of the market is more likely to be impacted by Airbnb given the greater
similarities between a rented home/apartment and an extended stay room/suite. We
would consider Whitbread (rated Outperform; CS analyst Tim Ramskill) least
vulnerable as a budget-only operator with 80% of its bookings direct.
Outside of the hotel sector, we notice the emergence of sites such as ShareYourMeal,
Casserole Club, MealMakers and would expect that this could provide competition to
the takeaway alternatives; however, we would expect small independents to be most
challenged with brand strength and growing online penetration (77% of UK delivered
sales) at Dominos Pizza (rated Neutral; CS analyst Tim Ramskill) putting it in a very
strong position to compete.
In logistics, we would highlight the parcels market as more commentary arises about
services such as UberRUSH, Roadie; however the larger nearer-term impact could be
the likes of Amazon extending its direct delivery services. As outlined in Royal Mail:
Structural challenges remain, 14 May 2015, we estimate that the Amazon entry has
capped Royal Mail’s (rated Underperform; CS analyst Hugo Turner) addressable
market growth rate to 1-2% from c4%, a trend which RMG expects to last two years.
We also note that Amazon has an option to buy 4.2% of privately owned Yodel. In the
medium term, the likes of UberRUSH whilst still clearly in the early stages of
development, highlight where further entry could stem from if parcels margins start to
improve in the UK. This effectively capping how profitable the sector is likely to ever
be.
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Finance
Alternative finance as it relates to the "sharing" or "collaborative" economy can roughly be
broken down into a number of different offerings. These activities include Peer-to-Peer
(P2P) transactions where recipients provide financial or tangible rewards to transactions
involving individuals and companies (mostly SMEs). Digital currencies as an alternative for
transactions could even be included; however, for the purpose of this note we do not focus
on the topic of bitcoins.
The growth in crowd funding and other parts of the alternative finance world has been very
strong during the past few years. For example in Europe the market expanded by c150%
per year from c€500m in 2012 to almost €3,000m in 2014. In fact across North America,
Asia and Europe growth in crowd funding was well above 100% with growth in Asia being
more than 300%.
At this point P2P lending and SME-related crowd funding remains small in comparison to
total lending with a share of c1-2%. However, we see a number of reasons that would
support continued very high growth, which imply that this share looks set to rise.
Figure 76: Alternative finance activities in sharing
Activity
P2P Consumer
lending
Reward-based
crowdfunding
P2P Business lending
Equity-based
crowdfunding
Community
Shares/Microfinance
Donation-based
crowdfunding
Invoice trading
Debt-based securities

Description
Debt-based transactions between individuals;
mostly unsecured loans
Recipients will provide a tangible (non-financial)
reward in exchange of receiving the loan
Debt-based transactions between
individuals/institutions and existing companies.
Early stage firms sell equity in exchange for
funding
Capital commitments (mostly very small) to
entrepeneurs. Mostly economically and/or
Donation without legally binding requirement to
provide return by recipient
Firms sell their invoices to a pool of investors at a
discount
Lenders receive a bond-like structure in exchange
for their funding

Source: Credit Suisse Research

Figure 77: Growth in alternative finance has been very
strong across the world. Asia is quickly catching up.
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Factors supporting structural growth outlook
A number of cyclical and structural factors exist that make the growth outlook for
alternative finance (i.e. crowd funding) a potentially disruptive force in our view. This is
amplified by the fact that these supportive factors impact both the supply and demand side
for crowd funding. We would highlight the following:
Willingness or ability to lend to SMEs has weakened
The financial crisis resulted in a sharp contraction of lending to SMEs both in the US and
in Europe. In Europe for example we find that only very recently did lending conditions
start to become more favourable to smaller firms.
Regulatory tightening since the start of the financial crisis has clearly played a role in this
process, as banks are required to reserve more capital against "riskier loans". We do not
see this trend changing which would suggest that a sudden reversal in the appetite for
lending to smaller firms by banks is not likely.

Global Equity Themes

37

18 September 2015

Figure 78: Net change in lending conditions to smaller
firms in Europe during past quarter

Figure 79: Smaller firms want smaller loans which
reduces the likeliness of supply by larger banks
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Consolidation of the banking sector also does not help supply
Smaller, more local, banks such as co-operatives or communal banks might be more likely
to lend to smaller firms than larger financial institutions. This is partly driven by the fact that
smaller companies want smaller loans and most often very small loans. For example a
survey by the Federal Reserve in New York in 2013 suggested that 39% of small company
loan applications were for a loan size of less than US$50,000 while just 18% of
applications were for loans of more than US$500,000.
However given that the banking sector is going through a structural consolidation phase,
we believe that the ease of credit access for smaller firms is unlikely to improve.
Customer perception towards banks is changing
The fact that banks are increasingly unable, unwilling or not interested in providing finance
to smaller firms and or individuals is a supportive factor to the business case for alternative
finance platforms. Another factor, however, is that customer perception towards traditional
banks is also rapidly changing.
Figure 80: Almost 40% of Millennials would switch to a
branchless bank in the US

45%
40%

Figure 81: Would you bank with these companies if they
offered banking services? (share of respondents)

eBay

39%

19%

Yahoo

35%

Walmart

29%

30%

21%

23%

Amazon

25%
20%

16%

15%
10%

26%

Google

29%

Apple

29%

Costco

29%

PayPal

5%

41%

Square

0%
18-34 years old

35-55 years old

Source: Accenture, Credit Suisse Research

Global Equity Themes

55+ years old

50%
0%

10%

20%

30%

40%

50%

60%

Source: Accenture, Credit Suisse Research

38

18 September 2015

For example an Accenture survey last year showed that 39% of Millennials would consider
a "branchless" bank if they were to switch. This is no doubt driven by the fact that 74% of
customers see their bank as mere transactional rather than advice/relationship driven.
In addition more than 70% of Millennials indicate that they would be likely to bank with a
non-financials services firm with which they already do business. Companies mentioned
most in this regard included Square, PayPal, Costco, Apple, Google, Amazon and eBay.
Alternative platforms are quicker and easier to deal with
Research from the Federal Reserve Bank in New York indicates that small business
borrowers often spend almost 25 hours of their time on paperwork relating to loan
applications. When successful it may take a further few weeks and in some cases months
before the funds are approved and available. Furthermore some banks may have policies
preventing them from lending to certain industries (for example restaurants).
These frictions are virtually non-existent in the alternative finance world. In fact most of the
new providers of online or mobile applications can be completed in just under 30 minutes
with money being made available as soon as the next day. Clearly this puts traditional
banks at a major disadvantage.
Technology and big data
One of the key reasons cited by the alternative operators explaining why they are so much
quicker or more efficient compared to traditional banks is their reliance on technology and
the use of big data to make their investment decisions.
Studies suggest that the emerging online alternative lenders increasingly use predictive
modelling, broad data aggregation including the use of social media and reviews from
online sources and electronic payment technology to run their business.
By adopting a much wider set of data (beyond the credit history of the applicant) and
integrated end-to-end lending platforms including automated collection platforms, these
online providers can move faster and accept a wider range of applications as their
knowledge of the risks involved deepen. The fact that alternative lenders approve many
more applications than other financial institutions supports this and enhance their appeal
with applicants at the same time.
Interestingly we note that the use of ever more sophisticated systems has also allowed
some of the online providers to start offering longer-term loans. For example LendingClub
also offers three and five year loans.
Return profile for lenders beats most savings or bond opportunities
Finally we note that alternative funding platforms offer returns that easily beat rates offered
by other financial institutions on savings or bond products. For example average net
returns for investors in Lending Club and Funding Circle have averaged between 6-8%
whereas yields on savings accounts or even 10 year government bonds are close to 0.
The ability for on-line alternative finance operators to provide above average returns is
currently supported by the cost benefit that they have over traditional banks. Lending Club in
2013 for example estimated that it had an average margin benefit of c425bps on its lending
relative to traditional banks. Most of this, not surprising, was driven by the absence of branch
related costs, lower origination fees as well as much lower collection and billing costs.
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Figure 82: Share of loan applications approved by lender

Figure 83: P2P lending has cost benefits throughout most
activities (Opex/total outstanding balance, bps)
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Figure 84: LendingClub's loan data suggest an absolute minimal share of lossmaking
loans.
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Key companies and potential for disruption
The table below shows some of the companies that should benefit directly from further
growth in crowd funding. In addition to P2P lending we have also included P2P Insurance,
which is still at a very early stage of development.
Figure 85: Collaborative economy players exposed to finance
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Source: Credit Suisse research

The share of loans to smaller companies in the US and UK through online challengers is
currently only some 2%. Investors might therefore believe that crowd-funding is unlikely to
become a significant problem in the foreseeable future. We caution investors against
taking a too relaxed approach for the following reasons.
■

The Network Effect: surveys reviewing why consumers use online services always
highlight trust as a key barrier to participation. Trust will build quickly as more
consumers use crowd-funding websites and provide their experiences online, through
social media and directly to friends and family. In the absence of a severe credit
crunch (which may disrupt the currently low share of defaulting loans) this would aid
the growth outlook for P2P lending in our view.

■

The return premium. The risk associated with pooled investing through crowd-funding
sites should reduce further as online providers continue to collect more client data,
expand and improve their credit-scoring systems and diversify their customer base.

■

The impact of compounding should not be underestimated as annual P2P lending
growth in the US and Europe of 30% per year (rather than the current >100%) already
yields a c25% share of SME lending by 2025. These growth rates may look
aggressive but we note that for Europe this would imply that only 3-7% of current
household deposits would be invested in crowd-funding investments by 2030.

Global Equity Themes

41

18 September 2015

Figure 86: Crowd funding could become a significant
disruptor even at much lower compounding rates than
achieved during the past 5 years
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Figure 87: Growing crowd funding in Europe at 30%
would represent only 3% of current total household
deposits by 2030
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The view from our analysts
European Banks
■

What is our base-case view on the possible impact of sharing? In the financial
industry, the relatively newly established peer-to-peer lending concept has shown
significant growth numbers. The product has had most success in the U.S. market, but
is still estimated to represent less than 10bps of total retail lending (Federal Reserve)
in the US and has had minor success in EU. In the UK, banks have explored the setup for the SME segment, but primarily in the (smaller) sub-prime segment. Although
the product has found a niche in the market, and competes with consumer lending, we
do not expect it to capture any significant market share from banks for two reasons.
First, we note that the borrowers are primarily a smaller part of the market with less
strong credit quality and the bulk of lending (mortgages) is in practice difficult to
migrate to a peer-to-peer platform. Second, there is potential for increased regulatory
scrutiny as P2P lending and crowd funding is part of the shadow banking sector.

■

What would be our view if sharing were to continue to expand rapidly for 10
years? If peer-to-peer lenders could migrate the mortgage lending product to a peerto-peer platform, this market could take a meaningful share of the banking market.
Given the structure of agency sold mortgages in the US, the set-up is more relevant
for this market than for Europe, with a relatively low share of non-bank sold mortgage
products.

■

Which companies would look most and least exposed if the sharing model
continues to develop? Consumer lending companies and products are more
vulnerable to the peer-to-peer lending platforms as their lending process (without
collateral) is easier to migrate online and margins are high enough to allow a number
of new competitors in the market. Companies that would look most exposed in such a
scenario include Santander, BNP Paribas and CASA.
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US Banks
■

What is our base-case view on the possible impact of sharing? Our US banks
team views the long-term potential impact from the growth in P2P finance and lending
is minimal to their core coverage universe. They note that the topic does not come up
as a threat in any of their meetings with management teams or with investors. Lending
markets are very mature and the big banks have indicated a desire to grow in line with
the wider market, therefore not accepting structural market share erosion. One of the
key reasons for our banks team to be relatively relaxed about the long-term disruptive
impact of P2P lending or finance on the larger incumbents is their view that current
easy monetary conditions have allowed these "challengers" to emerge. These
conditions are unlikely to remain on a through-cycle basis in their view which limits the
overall long-term impact on the big lenders. When the economy turns, the team
believes that credit conditions of their portfolios will quickly deteriorate and sharply
limit further growth.

■

What would be our view if sharing continued to expand rapidly for 10 years? Our
US banks team views credit card companies as a more realistic threat to incumbent
money lenders as they do take real market share and have a much bigger incumbent
customer base already. Interestingly credit card companies are involved in financing
the expansion of companies such as Lending Club, thus indirectly also supporting the
sharing model.

■

Which companies look most or least exposed if the sharing model continues to
develop? Most of the larger banks are not exposed given their size and diversified
business model. Regional consumer lenders might be affected by a longer-term, more
structural shift towards P2P lending and finance. However, we highlight companies
such as Citi which has developed a relationship with Lending Club, and Goldman
Sachs which has started its own peer-to-peer company.
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Business Services
The business services sector is impacted by two distinct sharing developments.
■

Freelance services. These include companies and platforms that aim to connect the
increasing share of the working population that is not working full time or wants to
work as freelancers directly with end-customers.

■

Office sharing. These companies offer flexible office sharing services and directly
benefit from the increasing trend towards freelancing.

The outlook for the online sharing platforms as it relates to employment services is positive
in our view. Data to support this includes strong growth in networks such as LinkedIn.
Business service employment across a number of sectors stands to benefit from increased
usage of these online direct to Peer platforms in our view.
As a result of the changing working market characteristics we also note that demand for
flexible office space and co-working solutions increases. Data on the number of
workstations employed by Regus for example shows a structural strong growth profile
which even in the most recent recession did not slow down materially. In addition we note
that the number of co-working spaces globally has been doubling annually during the past
5 years and now stands at more than 4,000.
Figure 88: LinkedIn members for Q1 of each year: strong
growth continues but has yet to reach GEM
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Figure 90: Key sharing firms impacting the business service sector
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The view from our analysts
■

What is our base case view on the possible impact of sharing?
In staffing markets the rise of direct-source freelance businesses like Upwork will
continue to impact demand through the agencies, particularly within the IT market.
Adecco’s acquisition of OnForce last year built its capabilities within this market on the
basis that it is better to be part of the change than not.

Research Analyst

The freelance sharing offer is primarily a US issue currently with a focus on SME
clients; so it has limited impact on the demand of the major agencies. However, over
time it is likely to put incremental pressure on conversion margins. LinkedIn and Xing
also offer corporates the opportunity for more direct sourcing in the permanent
recruitment market. While currently acting as another route to market for the agencies,
and therefore more of a help than a hindrance, the services will take incremental
permanent volumes (via direct sourcing) from the agencies and potentially put
pressure on margins given their growing pricing power for licences.

Andrew.grobler@credit-
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suisse.com

The serviced office market offers varying degrees of collegiate working, but the growth
of business such as WeWork is expanding the co-working market, which is primarily
aimed at freelancers and entrepreneurs. This offers an opportunity for Regus to
expand its offering and will, we think, accelerate the shift to alternative working
environments
■

What would be our view if sharing continued to expand rapidly for 10 years?
If direct-source freelance businesses expand beyond the US and start to offer services
to larger corporates, this would negatively impact demand and profitability for those
agencies with exposure. If LinkedIn either expands its recruitment capabilities or uses
its seller power to raise wages, this could materially impact profitability for the
permanent recruitment agencies.
The growth of co-working will offer additional opportunities to expand the serviced
office market, which should more than outweigh the inevitable cannibalisation of the
current offering.

■

Which companies would look most and least exposed if the sharing model
continues to develop?
Those most at risk from the growth to technological sharing in the recruitment market
are those agencies with exposure to permanent recruitment and/or freelancing
contracting. These are Page Group, Hays, Robert Walters and SThree.
The primary beneficiary of a growth in co-working and other forms of shared work
space is Regus.
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The universe of sharing companies
In order to understand the potential impact of the sharing economy on existing companies
and sectors, we have collated a universe of c200 companies that are currently active in
offering sharing or renting solutions. We have grouped the various companies into key
exposed sectors and highlight them on the next page.
It is probably a fair assumption that this is not the definitive list of sharing companies at
this stage. However, our list clearly supports the idea of the innovative, global and wide
ranging reach of sharing services.
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Figure 91: Companies offering products and services that enable the collaborative economy, grouped by key exposed sector
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Source: Company data, Credit Suisse estimates
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Investment principal on bonds can be eroded depending on sale price or market price. In addition, there are bonds on which investment principal can
be eroded due to changes in redemption amounts. Care is required when investing in such instruments.
When you purchase non-listed Japanese fixed income securities (Japanese government bonds, Japanese municipal bonds, Japanese government guaranteed bonds, Japanese corporate bonds) from CS
as a seller, you will be requested to pay the purchase price only.
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