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SURAJEET DAS GUPTA 
New Delhi, 10 August 

SoftBank’s Masayoshi Son, 
one of the chief financial 
backers of Oyo Hotels and 

Rooms, called it the jewel of his 
fund. His expectation from the 
budget hotel chain start-up, in 
which SoftBank has a 46 per 
cent stake, founded by Ritesh 
Agarwal was simple: Become 
the largest hotel chain network 
in the world in terms of rooms. 

Initially, Oyo justified Son’s 
faith. In 2019, Agarwal with 1.2 
million hotel rooms across the 
world was just behind Marriott 
in the pecking order (1.4 mil-
lion) and bigger than Hilton 
(1.01 million). Since then, how-
ever, the hotel aggregator has 
struggled with heavy losses 
from poor decisions, Covid-19 
and a huge write-down of its 
China business. A $1.2-billion 
initial public offering planned 
sometime next year could test 
the mettle of the revival strategy 
that has involved essentially 
learning from its mistakes. 

Oyo’s principal problem was 
reckless growth. From the time 
it was set up in 2013, it spent 
heavily on incentives such as a 
minimum guarantee scheme to 
woo hoteliers and invested in 
hotels’ capex and management. 
When the pandemic hit, Oyo’s 
hotel empire shrank, as hotel 
owners left in large numbers. 
Its rank amongst top global 
hotel chains (in terms of rooms) 
fell precipitously from number 
two in 2019 to number nine in 
2021, according to Hospitality-
on.com. And the number of 

rooms halved (0.53 million). 
In March 2019, the last year 

it disclosed financials, the com-
pany announced losses of $335 
million, a six-fold increase, 60 
per cent of it on account of the 
hit from China, forcing it to 
retrench a sizeable portion of 
its 30,000-strong global work-
force. There were reports that 
SoftBank had cut the valuation 
of the company sharply. 

That was when Agarwal and 
his team decided to revisit its 
strategy, talking to hundreds of 
hotel partners and listening to 
their tough conversations. The 
upshot was a major revamp of 
its business model to make it 
cost-light and partner-friendly. 

First, it replaced the mini-
mum guarantee assurance, a 
major source of friction with 

owners, with the more workable 
revenue-share model in which 
Oyo receives 30 per cent of the 
room tariff. 

Second, it took on board 
hotel owners’ complaints that 
Oyo’s practice of fixing low tar-
iffs squeezed their margins. 
Now, it would offer an indica-
tive price, giving owners a 20 
to 40 per cent flexibility to 
charge above or below it. In that 
spirit, it is planning to reduce 
payment reconciliation time 
with partners — another area 
of friction — from twice a week 
to every day. 

Third, it put a stop to the 
practice of investing in and man-
aging hotels, reducing the cash 
burn (25 per cent of its Indian 
hotels were of this nature). 

Fourth, it has also shifted its 

positioning from being an 
online budget hotel chain to a 
technology platform and con-
sultancy to help partners run 
their hotels efficiently, control 
inventory, get the best price 

and save costs. An Oyo Partner 
Academy will provide help in 
identifying locations for more 
hotels, in formalising lease 
agreements and in handling 
large numbers of hotels 
through technology. 

Rohit Kapoor, CEO of Oyo’s 
business in India and Southeast 
Asia, said that the changes are 
working: “In terms of rooms, we 
are reaching pretty close to pre-
pandemic levels. Our strategy 
is to bring back all those who 
went out. And there is huge 
scope for growth with the 
capex-light new model.” 

Evidence of initial success is 
that the India operations report-
ed positive earnings before 
interest, depreciation, tax and 
amortisation in the first quarter 
of 2021, when many hotels 
opened up. Other analysts say 
gross India margins, which were 
as low as 4 per cent, hit around 
25 per cent in the quarter as a 
result of the new strategy. 

This strategy is being backed 
by geographic realignments. As 
Kapoor explained, “Our capital 
allocation will be focused on 
India, Southeast Asia and 
Europe where we have a rea-
sonable market share and gross 
margins and a clear upside. In 
markets like the US and China, 
we will continue to build the 
partner franchises. But if you 
are asking whether we will dou-
ble down on these markets, the 
answer is no.” 

That, analysts say, signals a 
focus away from China where 
Oyo, Agarwal had declared in 
2019, had become the largest 
single-brand hotel chain in the 

market with 500,000 rooms 
within a year in 337 cities. Yet, 
in 2020, hotel owners descend-
ed on the Shanghai office alleg-
ing that the company must pay 
them for lost business. A report 
by China Hospitality 
Association said in 2020 Oyo 
was still the largest foreign hotel 
brand but its numbers had 
dwindled to only 114,185 rooms 
(three Chinese hotel brands 
were far bigger). 

But Oyo is tweaking its play 
for better margins. Abhinav 
Sinha, chief product officer, Oyo, 
said: “We are focusing on premi-
um brands — so 40-45 per cent 
of incremental hotel additions 
will be in TownHouse Oak and 
Bella Vista.” The target is to have 
a chain with almost half the 
hotels in the mid-market and 
premium category in two years. 

Though the asset- and 
capex-light model, which is at 
the heart of the strategy, is yet 
to be tested, there is an upside 
to the business. The address-
able market for budget hotels 
across the globe is huge, esti-
mated at 200 million rooms, 
and Oyo has scratched the sur-
face with only 190,000 partners 
across the globe. This potential 
appears to have investors inter-
ested. Talks are on with 
Microsoft for raising a fresh 
round of funds, which could 
push up its valuation back to 
$9-10 billion from $3-4 billion, 
at which some analysts had 
pegged it. The company has 
also raised $660 million in debt 
recently to refinance its loans, 
including from Boston-based 
Fidelity. According to Kapoor, 
the company has $600-700 
million of cash in the bank and 
is in no hurry for more funds. 
With the Covid-19 pandemic 
yet to run its course, that can 
certainly be considered a con-
fident prediction.

Oyo makes room for revival

OYO’S REVENUE 
CONTRIBUTION  
BY MARKET

India and 
Southeast 

Asia

International 
(which 
includes 

China and US) 

 Europe

43% 28% 29% 

“Our cement division is having a great 
quarter,” said my friend who works in a large 
group with interests across multiple sectors. 
I was surprised. This was a conversation 
happening in July 2020. Major cities were 
still in some form of lockdown. 
Construction activities were down to the 
bare minimum. From my office I could see 
the huge residential project coming up next 
door had stopped adding floors at the 
alarming speed they were working at till 
March 2020. If big projects in cities like 
Mumbai and Delhi had ground to a halt, who 
was buying all this cement? My friend 
explained that rural and semi-urban 
demand for cement had jumped and his 
explanation was that the huge reverse 
migration into rural India had given 
construction a big fillip. 

I was not fully convinced but I did admit 
that numbers don’t lie. 

It was, therefore, interesting to read an 
article from Journal of 
Marketing [JM.18.0592.R4] 
by Vishal Narayan of 
National University of 
Singapore and Shreya 
Kankanhalli of Stanford 
(“The Economic and Social 
Impacts of Migration on 
Brand Expenditure: Evi -
dence from Rural India”). In 
the article the authors 
studied the effect of the 
massive reverse migration 
of labour from urban centres 
to rural India on adoption of 
brands or what is called 
“brandification”. While they 
did not study the 
consumption of cement, 
they did study the impact on 
consumption of packaged 
branded consumer 
products. In addition to 
studying the adoption 
process of rural households, 
they also studied the impact of other 
influences like size of village, availability of 
mobile phones and television. Their 
findings showed some interesting trends. 

First, let us dig into what we mean by 
“brandification”. India is reported to be one 
of the least “brandified” markets in the 
world. Almost 60 per cent of all that a 
household consumes is unbranded or could 
be called commodities. This could include 
daily use products like milk and atta as well 
as other regular consumption products like 
biscuits and washing soaps. What drives 
brandification? It is normally understood 
that brandification is directly related to 
consumer education, availability of branded 
goods, affordability and, most importantly, 
monthly household income. As GDP and  
per capita GDP improves, it is normally 
understood that brands will benefit. 

The authors in their article point towards 
two key influences migration has on 
consumption of branded products. The first 
is what they call the “Economic 

Remittance”; this is easy to explain. The 
migrant labour transfer economic 
prosperity to their homes in the village. The 
second transfer is what they call “Social 
Remittance”. The migrant labour, when 
they move back to the village, take with 
them the social knowledge of brands and 
how they save time and effort. For instance, 
a migrant labour working in Mumbai may 
tell his family in rural Uttar Pradesh how 
packaged branded atta used to save him a 
lot of time and effort as he had to cook his 
daily rotis. He may also explain that rotis 
made from packaged atta are tasty and are 
safe from bacteria or viruses. You may say 
that this is nothing new and may have been 
happening for decades. It is also true that 
most migrant labour tend to go back to their 
village every year for the big festival; Diwali 
in the north, Pongal in Tamil Nadu and so 
forth. But during the year 2020, it is reported 
that almost 120 million daily wage earners 
went back to their villages. This is an amaz -
ing number of potential social remittances. 

The research said that the return of mig -
rant labour, possibly in such large numbers, 
led to a sudden demand spurt for packaged 
branded goods in rural India. The resea r c -
hers say that the effect was muted in house -
holds living in larger villages (which may 
have had a robust word-of-mouth and retail 
system), that had television and were used 
to mobile telephony. Understandably, 
households with long-standing migration 
tradition did not see a rapid adoption of new 

brands last year. 
If you relate back these 

findings with the financial 
results declared by many of 
the branded packaged 
goods marketers for Q2/Q3 
of FY 2020-21, you will 
realise that they did benefit 
from the demand upsurge 
from rural India. 

The question remains 
whether rural households 
that experimented with a 
packaged branded atta or 
packaged branded 
detergent will continue to 
use the same. That may 
depend on the economic 
situation and availability. 
Even educated urban 
Indian consumers tend to 
switch from branded to 
unbranded goods with great 
fluency. In the past cooking 
oil brands used to see their 

sales rise or fall depending on the price of 
unbranded (commodity) oil. 

This brings us back to our cement 
question. I feel in addition to Economic 
Remittance and Social Remittance, labour 
going back to villages are also doing a “Skill 
Remittance”. A construction worker going 
back to his village not only takes some 
money with him and the knowledge of 
brands but also the valuable skill on how to 
build a wall or a room. Returning migrant 
workers from the Gulf who had worked in 
the construction sector have traditionally 
carried their skills back to Kerala and 
leveraged it wherever possible. This triple 
benefit transfer, in such large numbers, may 
have indeed helped the cement players last 
year. My friend was probably right in more 
ways than one. 

The writer is an independent brand coach  
and a best-selling author. His latest book is  
Spring — Bouncing Back From Rejection.  
He can be reached at ambimgp@brand-building.com

AMBI PARAMESWARAN

Rural consumers’ 
brand adoption

The question remains 
whether rural 
households that 
experimented with a 
packaged branded atta 
or packaged branded 
detergent will continue 
to use the same. That 
may depend on the 
economic situation  
and availability

MAX NISEN 
10 August 

Moderna’s highly effective 
Covid vaccine, in addition to 
protecting millions, is offi-
cially a cash cow. The firm 
disclosed during its earnings 
presentation on August 5 
that it expects the shot to 
generate $20 billion in sales 
this year. Now it has to figure 
out what to do with its wind-
fall as it tries to justify a mar-
ket valuation that has surged 
by more than $100 billion 
since May. That’s a nice prob-
lem to have. But it's also an 
urgent strategic issue. 

The Cambridge, Mass -
achusetts-based biotechnol-
ogy firm’s astonishing stock 
surge has been driven by the 
success of its vaccine and 
excitement about its under-
lying messenger RNA tech-
nology, which it is also emp -
loying in other shots and 
treatments in early stages of 
development. As of now, 
though, the Covid jab is the 
company’s only approved 
product, and its finite future 
sales depend on the very 
uncertain trajectory of the 
pandemic and booster shots. 

Single-product compa-
nies are usually targets rather 
than buyers when it comes 
to biotech. But Moderna is 
in the rare position of having 
the firepower to go on the 
hunt itself. M&A makes sen -
se; it’s certainly a better alter -
n ative to buying back $1 bill -
ion worth of its inflated 

sh a res, which the company 
also plans to do. But don’t ex -
p ect acquisitions to solidify 
a valuation that has someh -
ow surpassed that of Mc Don -
ald’s and Morgan Stanley. 

Moderna has plenty of 
deal capacity, with $12.2 bil-
lion cash in hand and more 
coming in, as well as highly 
valuable stock and minimal 
debt. But it plans to be very 
particular about what it buys. 

On its August 5 earnings 
call, Moderna CEO Stephane 
Bancel said it wo uld only in -
vest in new areas that are 
complementary to mRNA, 
which the body uses to give 
cells inst ructions. Bancel 
specifically said the compa-
ny is interested in gene edit-
ing and gene therapy and 
that it won’t invest in small-
molecule or antibody drugs. 
This focus on newer technol-
ogy rules out many targets 
and means investors should-
n’t expect deals to diminish 
its risky Covid sales cliff, 
which will arrive well before 
its internal drug pipeline is 
ready to contribute. 

Moderna’s strategy could 
pay off if investors are pat i -
ent, and the company seems 
to have lots of believers in its 
long-term future. But their 
conviction and Mo d erna’s 
valuation haven’t re a lly been 
tested yet. If the Co vid boost-
er market peters out sooner 
than expected or Moderna 
has a significant pipeline hic-
cup, look out below. 

BLOOMBERG

Can Moderna buy 
its way into the 
$200 billion club?

Chastened by 
unhappy partners 
and the pandemic-
induced downturn, 
the hotel aggregator 
has revamped  
its strategy for 
sustainable growth
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SURAJEET DAS GUPTA 
New Delhi, 10 August 

SoftBank’s Masayoshi Son, 
one of the chief financial 
backers of Oyo Hotels and 

Rooms, called it the jewel of his 
fund. His expectation from the 
budget hotel chain start-up, in 
which SoftBank has a 46 per 
cent stake, founded by Ritesh 
Agarwal was simple: Become 
the largest hotel chain network 
in the world in terms of rooms. 

Initially, Oyo justified Son’s 
faith. In 2019, Agarwal with 1.2 
million hotel rooms across the 
world was just behind Marriott 
in the pecking order (1.4 mil-
lion) and bigger than Hilton 
(1.01 million). Since then, how-
ever, the hotel aggregator has 
struggled with heavy losses 
from poor decisions, Covid-19 
and a huge write-down of its 
China business. A $1.2-billion 
initial public offering planned 
sometime next year could test 
the mettle of the revival strategy 
that has involved essentially 
learning from its mistakes. 

Oyo’s principal problem was 
reckless growth. From the time 
it was set up in 2013, it spent 
heavily on incentives such as a 
minimum guarantee scheme to 
woo hoteliers and invested in 
hotels’ capex and management. 
When the pandemic hit, Oyo’s 
hotel empire shrank, as hotel 
owners left in large numbers. 
Its rank amongst top global 
hotel chains (in terms of rooms) 
fell precipitously from number 
two in 2019 to number nine in 
2021, according to Hospitality-
on.com. And the number of 

rooms halved (0.53 million). 
In March 2019, the last year 

it disclosed financials, the com-
pany announced losses of $335 
million, a six-fold increase, 60 
per cent of it on account of the 
hit from China, forcing it to 
retrench a sizeable portion of 
its 30,000-strong global work-
force. There were reports that 
SoftBank had cut the valuation 
of the company sharply. 

That was when Agarwal and 
his team decided to revisit its 
strategy, talking to hundreds of 
hotel partners and listening to 
their tough conversations. The 
upshot was a major revamp of 
its business model to make it 
cost-light and partner-friendly. 

First, it replaced the mini-
mum guarantee assurance, a 
major source of friction with 

owners, with the more workable 
revenue-share model in which 
Oyo receives 30 per cent of the 
room tariff. 

Second, it took on board 
hotel owners’ complaints that 
Oyo’s practice of fixing low tar-
iffs squeezed their margins. 
Now, it would offer an indica-
tive price, giving owners a 20 
to 40 per cent flexibility to 
charge above or below it. In that 
spirit, it is planning to reduce 
payment reconciliation time 
with partners — another area 
of friction — from twice a week 
to every day. 

Third, it put a stop to the 
practice of investing in and man-
aging hotels, reducing the cash 
burn (25 per cent of its Indian 
hotels were of this nature). 

Fourth, it has also shifted its 

positioning from being an 
online budget hotel chain to a 
technology platform and con-
sultancy to help partners run 
their hotels efficiently, control 
inventory, get the best price 

and save costs. An Oyo Partner 
Academy will provide help in 
identifying locations for more 
hotels, in formalising lease 
agreements and in handling 
large numbers of hotels 
through technology. 

Rohit Kapoor, CEO of Oyo’s 
business in India and Southeast 
Asia, said that the changes are 
working: “In terms of rooms, we 
are reaching pretty close to pre-
pandemic levels. Our strategy 
is to bring back all those who 
went out. And there is huge 
scope for growth with the 
capex-light new model.” 

Evidence of initial success is 
that the India operations report-
ed positive earnings before 
interest, depreciation, tax and 
amortisation in the first quarter 
of 2021, when many hotels 
opened up. Other analysts say 
gross India margins, which were 
as low as 4 per cent, hit around 
25 per cent in the quarter as a 
result of the new strategy. 

This strategy is being backed 
by geographic realignments. As 
Kapoor explained, “Our capital 
allocation will be focused on 
India, Southeast Asia and 
Europe where we have a rea-
sonable market share and gross 
margins and a clear upside. In 
markets like the US and China, 
we will continue to build the 
partner franchises. But if you 
are asking whether we will dou-
ble down on these markets, the 
answer is no.” 

That, analysts say, signals a 
focus away from China where 
Oyo, Agarwal had declared in 
2019, had become the largest 
single-brand hotel chain in the 

market with 500,000 rooms 
within a year in 337 cities. Yet, 
in 2020, hotel owners descend-
ed on the Shanghai office alleg-
ing that the company must pay 
them for lost business. A report 
by China Hospitality 
Association said in 2020 Oyo 
was still the largest foreign hotel 
brand but its numbers had 
dwindled to only 114,185 rooms 
(three Chinese hotel brands 
were far bigger). 

But Oyo is tweaking its play 
for better margins. Abhinav 
Sinha, chief product officer, Oyo, 
said: “We are focusing on premi-
um brands — so 40-45 per cent 
of incremental hotel additions 
will be in TownHouse Oak and 
Bella Vista.” The target is to have 
a chain with almost half the 
hotels in the mid-market and 
premium category in two years. 

Though the asset- and 
capex-light model, which is at 
the heart of the strategy, is yet 
to be tested, there is an upside 
to the business. The address-
able market for budget hotels 
across the globe is huge, esti-
mated at 200 million rooms, 
and Oyo has scratched the sur-
face with only 190,000 partners 
across the globe. This potential 
appears to have investors inter-
ested. Talks are on with 
Microsoft for raising a fresh 
round of funds, which could 
push up its valuation back to 
$9-10 billion from $3-4 billion, 
at which some analysts had 
pegged it. The company has 
also raised $660 million in debt 
recently to refinance its loans, 
including from Boston-based 
Fidelity. According to Kapoor, 
the company has $600-700 
million of cash in the bank and 
is in no hurry for more funds. 
With the Covid-19 pandemic 
yet to run its course, that can 
certainly be considered a con-
fident prediction.

Oyo makes room for revival

OYO’S REVENUE 
CONTRIBUTION  
BY MARKET

India and 
Southeast 

Asia

International 
(which 
includes 

China and US) 

 Europe

43% 28% 29% 

“Our cement division is having a great 
quarter,” said my friend who works in a large 
group with interests across multiple sectors. 
I was surprised. This was a conversation 
happening in July 2020. Major cities were 
still in some form of lockdown. 
Construction activities were down to the 
bare minimum. From my office I could see 
the huge residential project coming up next 
door had stopped adding floors at the 
alarming speed they were working at till 
March 2020. If big projects in cities like 
Mumbai and Delhi had ground to a halt, who 
was buying all this cement? My friend 
explained that rural and semi-urban 
demand for cement had jumped and his 
explanation was that the huge reverse 
migration into rural India had given 
construction a big fillip. 

I was not fully convinced but I did admit 
that numbers don’t lie. 

It was, therefore, interesting to read an 
article from Journal of 
Marketing [JM.18.0592.R4] 
by Vishal Narayan of 
National University of 
Singapore and Shreya 
Kankanhalli of Stanford 
(“The Economic and Social 
Impacts of Migration on 
Brand Expenditure: Evi -
dence from Rural India”). In 
the article the authors 
studied the effect of the 
massive reverse migration 
of labour from urban centres 
to rural India on adoption of 
brands or what is called 
“brandification”. While they 
did not study the 
consumption of cement, 
they did study the impact on 
consumption of packaged 
branded consumer 
products. In addition to 
studying the adoption 
process of rural households, 
they also studied the impact of other 
influences like size of village, availability of 
mobile phones and television. Their 
findings showed some interesting trends. 

First, let us dig into what we mean by 
“brandification”. India is reported to be one 
of the least “brandified” markets in the 
world. Almost 60 per cent of all that a 
household consumes is unbranded or could 
be called commodities. This could include 
daily use products like milk and atta as well 
as other regular consumption products like 
biscuits and washing soaps. What drives 
brandification? It is normally understood 
that brandification is directly related to 
consumer education, availability of branded 
goods, affordability and, most importantly, 
monthly household income. As GDP and  
per capita GDP improves, it is normally 
understood that brands will benefit. 

The authors in their article point towards 
two key influences migration has on 
consumption of branded products. The first 
is what they call the “Economic 

Remittance”; this is easy to explain. The 
migrant labour transfer economic 
prosperity to their homes in the village. The 
second transfer is what they call “Social 
Remittance”. The migrant labour, when 
they move back to the village, take with 
them the social knowledge of brands and 
how they save time and effort. For instance, 
a migrant labour working in Mumbai may 
tell his family in rural Uttar Pradesh how 
packaged branded atta used to save him a 
lot of time and effort as he had to cook his 
daily rotis. He may also explain that rotis 
made from packaged atta are tasty and are 
safe from bacteria or viruses. You may say 
that this is nothing new and may have been 
happening for decades. It is also true that 
most migrant labour tend to go back to their 
village every year for the big festival; Diwali 
in the north, Pongal in Tamil Nadu and so 
forth. But during the year 2020, it is reported 
that almost 120 million daily wage earners 
went back to their villages. This is an amaz -
ing number of potential social remittances. 

The research said that the return of mig -
rant labour, possibly in such large numbers, 
led to a sudden demand spurt for packaged 
branded goods in rural India. The resea r c -
hers say that the effect was muted in house -
holds living in larger villages (which may 
have had a robust word-of-mouth and retail 
system), that had television and were used 
to mobile telephony. Understandably, 
households with long-standing migration 
tradition did not see a rapid adoption of new 

brands last year. 
If you relate back these 

findings with the financial 
results declared by many of 
the branded packaged 
goods marketers for Q2/Q3 
of FY 2020-21, you will 
realise that they did benefit 
from the demand upsurge 
from rural India. 

The question remains 
whether rural households 
that experimented with a 
packaged branded atta or 
packaged branded 
detergent will continue to 
use the same. That may 
depend on the economic 
situation and availability. 
Even educated urban 
Indian consumers tend to 
switch from branded to 
unbranded goods with great 
fluency. In the past cooking 
oil brands used to see their 

sales rise or fall depending on the price of 
unbranded (commodity) oil. 

This brings us back to our cement 
question. I feel in addition to Economic 
Remittance and Social Remittance, labour 
going back to villages are also doing a “Skill 
Remittance”. A construction worker going 
back to his village not only takes some 
money with him and the knowledge of 
brands but also the valuable skill on how to 
build a wall or a room. Returning migrant 
workers from the Gulf who had worked in 
the construction sector have traditionally 
carried their skills back to Kerala and 
leveraged it wherever possible. This triple 
benefit transfer, in such large numbers, may 
have indeed helped the cement players last 
year. My friend was probably right in more 
ways than one. 

The writer is an independent brand coach  
and a best-selling author. His latest book is  
Spring — Bouncing Back From Rejection.  
He can be reached at ambimgp@brand-building.com

AMBI PARAMESWARAN
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The question remains 
whether rural 
households that 
experimented with a 
packaged branded atta 
or packaged branded 
detergent will continue 
to use the same. That 
may depend on the 
economic situation  
and availability

MAX NISEN 
10 August 

Moderna’s highly effective 
Covid vaccine, in addition to 
protecting millions, is offi-
cially a cash cow. The firm 
disclosed during its earnings 
presentation on August 5 
that it expects the shot to 
generate $20 billion in sales 
this year. Now it has to figure 
out what to do with its wind-
fall as it tries to justify a mar-
ket valuation that has surged 
by more than $100 billion 
since May. That’s a nice prob-
lem to have. But it's also an 
urgent strategic issue. 

The Cambridge, Mass -
achusetts-based biotechnol-
ogy firm’s astonishing stock 
surge has been driven by the 
success of its vaccine and 
excitement about its under-
lying messenger RNA tech-
nology, which it is also emp -
loying in other shots and 
treatments in early stages of 
development. As of now, 
though, the Covid jab is the 
company’s only approved 
product, and its finite future 
sales depend on the very 
uncertain trajectory of the 
pandemic and booster shots. 

Single-product compa-
nies are usually targets rather 
than buyers when it comes 
to biotech. But Moderna is 
in the rare position of having 
the firepower to go on the 
hunt itself. M&A makes sen -
se; it’s certainly a better alter -
n ative to buying back $1 bill -
ion worth of its inflated 

sh a res, which the company 
also plans to do. But don’t ex -
p ect acquisitions to solidify 
a valuation that has someh -
ow surpassed that of Mc Don -
ald’s and Morgan Stanley. 

Moderna has plenty of 
deal capacity, with $12.2 bil-
lion cash in hand and more 
coming in, as well as highly 
valuable stock and minimal 
debt. But it plans to be very 
particular about what it buys. 

On its August 5 earnings 
call, Moderna CEO Stephane 
Bancel said it wo uld only in -
vest in new areas that are 
complementary to mRNA, 
which the body uses to give 
cells inst ructions. Bancel 
specifically said the compa-
ny is interested in gene edit-
ing and gene therapy and 
that it won’t invest in small-
molecule or antibody drugs. 
This focus on newer technol-
ogy rules out many targets 
and means investors should-
n’t expect deals to diminish 
its risky Covid sales cliff, 
which will arrive well before 
its internal drug pipeline is 
ready to contribute. 

Moderna’s strategy could 
pay off if investors are pat i -
ent, and the company seems 
to have lots of believers in its 
long-term future. But their 
conviction and Mo d erna’s 
valuation haven’t re a lly been 
tested yet. If the Co vid boost-
er market peters out sooner 
than expected or Moderna 
has a significant pipeline hic-
cup, look out below. 

BLOOMBERG

Can Moderna buy 
its way into the 
$200 billion club?

Chastened by 
unhappy partners 
and the pandemic-
induced downturn, 
the hotel aggregator 
has revamped  
its strategy for 
sustainable growth
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