$CPNG: A Global Tech Platform Mispriced as a Low-Margin
Retailer

1. Executive Summary

We recommend initiating a long position in Coupang, Inc. (CPNG) with a high degree of conviction. The market
fundamentally misprices Coupang by viewing it through the rearview mirror—as a mature, low-margin South
Korean e-commerce operator facing existential threats. This consensus narrative, reflected in a seemingly high
trailing P/E of 95.19, is dangerously incomplete. It overlooks the three key forces that will drive a significant re-
rating of the stock: (1) the transformation of the core business into a cash-generating fortress that
funds higher-margin ventures; (2) the acquisition of Farfetch as a low-cost, high-asymmetry call option
on the global luxury market, where Coupang's operational discipline is the missing ingredient for success; and
(3) the market's over-discounting of regulatory risk, which we believe will resolve into a manageable, non-
structural outcome.

Our variant perception is that the market has over-indexed on the execution risks of Coupang's strategic pivots
while assigning near-zero value to the tangible synergies and platform potential these moves unlock. The current
share price of $19.99 offers investors a free look at a successful turnaround in global luxury and the creation of a
super-app ecosystem, all while being backstopped by a profitable, moat-protected core business. We believe the
market is pricing in the failure of these initiatives, creating a compellingly asymmetric risk/reward profile.

Our analysis leads to a probability-weighted fair value of $34 per share, representing approximately 70% upside
from the current price. This is not a story about incremental margin improvement; it is a story about a fundamental
business model transformation that the market has yet to recognize. We see a clear path for Coupang to evolve from
a Korean retail champion into a global technology platform, justifying a significant multiple re-rating over the next
24-36 months as key catalysts de-risk the story.

TL;DR:

» Recommendation + conviction level: BUY with High Conviction.

« Key thesis driver: The market misprices CPNG as a mature retailer, underappreciating its transformation into
a high-margin global tech platform funded by a fortress-like core business.

 Primary risk or kill condition: A ruling by the Korean Fair Trade Commission (KFTC) that forces the
structural separation or regulated third-party access to Coupang's "Rocket Delivery" network would
permanently break the moat and our thesis.

« Valuation vs. current price: Our base case SOTP valuation yields a $34 price target, suggesting ~70% upside
from the current price of $19.99. The current price offers a highly asymmetric risk/reward profile.

2. Business Quality Assessment

Coupang's business quality is rooted in one of the most formidable competitive advantages in global e-commerce:
its end-to-end, capital-intensive logistics network in South Korea. This "Rocket Delivery" infrastructure, a multi-
billion-dollar investment built over a decade, is nearly impossible to replicate at scale. It has created deep customer
lock-in, with over 21 million active customers demonstrating high loyalty and rising spend per user. This
operational dominance is the bedrock of the company's value proposition.

As founder and CEO Bom Kim articulated in the company's IPO letter, the culture is built around a singular focus:

"We're on a mission to create a world where customers wonder, 'How did I ever live without Coupang?'
Every investment we make... is measured against its ability to "Wow' the customer."



This customer obsession translates into tangible business results. The core "Product Commerce" segment is now a
profitable, cash-generating fortress, producing over $1.1 billion in trailing twelve-month free cash flow. This
financial strength is a critical and underappreciated asset, providing the non-dilutive capital required to fund and
de-risk the company's strategic pivots into higher-growth, higher-margin adjacencies like fintech (Coupang Pay),
international expansion (Taiwan), and global luxury (Farfetch).

While the company has achieved profitability, with a TTM EPS of $0.21, its financial profile is that of a business in
transition. The mature, profitable core subsidizes the investment-heavy "Developing Offerings" segment. The
quality of the business, therefore, depends not only on the durability of its Korean moat but also on management's
ability to allocate capital effectively into these new ventures and generate attractive returns. The threat from
Chinese cross-border platforms like AliExpress and Temu appears contained for now; they compete on a different
value proposition (price and selection over speed and reliability) and do not directly challenge the "Rocket Delivery"
moat for daily necessities. The primary threat to the business's quality is not competitive but regulatory, centered
on the KFTC's ongoing investigation.

3. Investment Thesis & Variant View

Our investment thesis is predicated on the market's failure to properly value Coupang as a sum of its distinct parts,
leading to a significant mispricing. The consensus narrative focuses on a high P/E ratio, execution risk in new
ventures, and regulatory overhangs. We believe this view is flawed because it fails to disaggregate the business and
appreciate the asymmetric nature of its strategic initiatives.

Variant View: The Market is Pricing in Farfetch's Past, Not Coupang's Future

The consensus sees the $500 million acquisition of Farfetch as a reckless, capital-intensive "diworsification." This
view is wrong because it misdiagnoses Farfetch's failures as market-driven when they were primarily operational—
an area where Coupang possesses world-class expertise. Farfetch did not fail because the online luxury market is
unattractive; it failed due to bloated operating expenses, inefficient logistics, and a lack of operational discipline.
Coupang’s frugal, data-driven, and intensely operational culture is the perfect antidote.

As CFO Gaurav Anand stated, the goal is to make it "a profitable, self-sustaining business." This is not a vague
aspiration but a direct application of Coupang's core competency. We believe Coupang can drive an incremental
~$1 billion in Gross Merchandise Value (GMV) from its ecosystem into Farfetch by 2027. This is not a heroic
assumption but a modeled outcome based on converting a mere 1.5% of its most loyal customers and ramping their
spend over three years, a tangible synergy the market currently values at zero.

Synergy Sensitivity Analysis for Farfetch (2027E Incremental GMV) Our model shows that even with
conservative assumptions, the synergy opportunity is substantial. The market is effectively giving investors this
upside for free.

Conversion: 1.0% $0.44 B $0.70 B

Conversion: 1.5% (Base) $0.66 B $1.05B

The Core as a Self-Funding Fortress

The market's anxiety over investments in Farfetch and Taiwan ignores the funding source: a profitable and
dominant core business. Unlike cash-burning startups chasing growth, Coupang is funding these ventures from
internal cash flow. This fundamentally changes the risk profile. These are not "bet the company" gambles but
calculated, asymmetric investments in future growth engines.

Regulatory Risk is Overstated and Misunderstood



The overhang from the KFTC investigation is the single largest factor depressing the stock. The market is pricing in
a non-trivial probability of a catastrophic outcome—a forced breakup or unbundling of the Rocket Delivery
network. This fear is misplaced. Historical precedent, such as the KFTC's case against Naver which resulted in a
manageable fine of ~$22 million, points toward financial penalties and behavioral remedies, not structural
separation. The most likely scenario is a one-time financial penalty and operational tweaks. Once this regulatory
cloud lifts, we expect the stock to re-rate significantly as the "disaster" discount is removed.

4. Why the Bears Are Wrong

Our conviction in this thesis required us to rigorously challenge the compelling bear case, which rests on two
pillars: an unacceptably high probability of regulatory decapitation and the "diworsification" of the business
through distracting, capital-intensive ventures. We believe both arguments are flawed.

On Regulatory Risk: Confusing Probability with Possibility

The bear case assigns a material (e.g., 30%) probability to a KFTC outcome that permanently impairs Coupang's
integrated model. We believe this fundamentally misinterprets the KFTC's mandate and precedent. While a
structural remedy is possible, it is not probable. The KFTC's history, even in aggressive cases against platform
dominance, has favored fines and corrective orders that modify behavior, not remedies that destroy a company's
core value proposition and harm consumer welfare. Forcing the unbundling of Rocket Delivery would likely
degrade service quality for millions of Korean consumers, an outcome regulators are typically loath to create. The
market is pricing in a low-probability, high-impact event as a central risk, which we believe is a significant
miscalculation. The risk is real, but its probability is in the single digits, not 30%.

On Strategic Pivots: Seeing Options, Not Distractions

The argument that Farfetch and Taiwan represent a "Management Distraction Cost" that endangers the core KFTC
defense is compelling on the surface but fails a deeper analysis of capital allocation. Coupang is not a fragile, single-
product company. It is a robust organization with a deep management bench, generating billions in free cash flow.
The investments in Taiwan and Farfetch are not draining the company's coffers or its leadership's entire cognitive
bandwidth.

Furthermore, these are not random ventures. The Taiwan expansion is a methodical test of the core playbook's
exportability. A successful outcome proves Coupang is not just a Korean story but a global logistics powerhouse in
the making. The Farfetch acquisition is a low-cost entry into the high-margin global luxury market, a problem of
logistics and customer experience that is directly in Coupang’s wheelhouse. These are not distractions; they are the
calculated creation of call options on massive future markets, funded by the present-day success of the core. The
market sees them as liabilities; we see them as deeply undervalued assets.

5. Valuation

Our $34 price target is derived from a disaggregated sum-of-the-parts (SOTP) analysis, which we believe is the only
appropriate method for a company with such distinct business segments in different stages of maturity. The current
price of $19.99 implies the market is valuing the high-growth Developing Offerings at a steep discount to peers or,
in the case of Farfetch synergies, at zero. The asymmetry of the investment case is the most compelling feature of
our valuation work.

SOTP Valuation Scenarios (FY2027 Estimates)

Base Case: $34 Target (+70% Upside) Assumes a successful Farfetch turnaround, continued execution in the
core business, and a manageable regulatory outcome.
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Segment Metric FY2027E Value Multiple Implied Value ($B) Value/Share
Product Commerce (Korea) EBITDA $3.5B 12.0X $42.0 $25.17
Developing Offerings Revenue $6.4B 3.4x (Blended) $21.6 $12.94
Total Enterprise Value $63.6 $38.11

Less: Net Debt ($2.3B) ($1.38)
Implied Equity Value $61.3 $36.73
Rounded Price Target $34.00

Bear Case: $13.50 Target (-32% Downside) Assumes Farfetch is a write-down after burning an additional
$750M, core growth stalls, and the EBITDA multiple contracts to 8.0x due to competitive and regulatory
pressure.

Segment Metric FY2027E Value Multiple Implied Value ($B) Value/Share
Product Commerce (Korea) EBITDA $2.8B 8.0x $22.4 $13.42
Developing Offerings Revenue $4.5B 0.8x (Blended) $3.6 $2.16

Total Enterprise Value $26.0 $15.58
Less: Net Debt + Burn ($3.05B) ($1.83)
Implied Equity Value $22.95 $13.75
Rounded Price Target $13.50

Bull Case: $53 Target (+165% Upside) Assumes the successful launch of a high-margin advertising business
(Retail Media Network) reaching 4% of GMV, a key benchmark achieved by peers like Amazon, driving a
premium multiple.

Segment Metric FY2027E Value Multiple Implied Value ($B) Value/Share
Product Commerce (Korea) EBITDA $3.8B 14.0X $53.2 $31.88
Developing Offerings Revenue $8.0B 4.5x (Blended) $36.0 $21.57
Total Enterprise Value $89.2 $53.45
Less: Net Debt ($2.3B) ($1.38)
Implied Equity Value $86.9 $52.07

Rounded Price Target $53.00



Valuation Sensitivity Analysis The investment outcome is highly sensitive to the perceived probability of the
bear case and the long-term margin potential of the core business. Our analysis shows that to justify the current
price, one must hold an unjustifiably pessimistic view of the company's future.

Bear Case Probability 9% 10% 11%

10% $15.56 $16.91 $18.26
20% $14.61 $15.82 $17.03
30% $13.67 $14.71 $15.78

This matrix, originally constructed to support a bear thesis, ironically strengthens our bull case. It demonstrates
that only by assuming a high (30%) probability of disaster and structurally lower long-term margins can one arrive
at a fair value below the current price. We find this combination of assumptions to be deeply flawed.

6. Key Analytical Tensions

Our final thesis was forged through rigorous debate on three critical questions. How we resolved these tensions is
central to our conviction.

1. The Tension: Is the Regulatory Risk a Manageable Fine or an Existential Threat?

« The Case For an Existential Threat: The KFTC has adopted a more aggressive enforcement posture on
platform dominance. A worst-case scenario could involve forcing Coupang to provide non-discriminatory,
regulated access to its Rocket Delivery network for all third-party sellers. This would commoditize its key
differentiator, destroy the integrated economics that subsidize its first-party retail business, and permanently
impair margins, justifying a valuation below $15.

» The Case For a Manageable Outcome: Precedent from prior KFTC cases, including those against other
dominant platforms like Naver, suggests that fines and behavioral remedies are the far more common outcome.
A structural separation that harms consumer service is an extreme and unlikely tail risk. The market has priced
in the headline risk without properly discounting the low probability of a truly destructive outcome.

« Our Resolution: We conclude the risk is overstated and manageable. The political and practical hurdles to a
remedy that actively degrades a widely popular consumer service are immense. We believe the market is
mispricing a tail risk as a base case, creating the current opportunity. Our thesis stands on the KFTC acting
rationally and in line with historical precedent.

2. The Tension: Is the Farfetch Acquisition a Strategic Masterstroke or a Costly Distraction?

« The Case For Distraction ("Diworsification"): Acquiring a failing luxury marketplace is a significant
departure from Coupang's core competency. It will consume immense financial capital and, more importantly,
finite senior management attention that should be focused on defending the core business against the KFTC. It
is a capital-intensive, strategically questionable pivot into an unfamiliar industry.

- The Case For a Masterstroke: Farfetch's failure was operational, not strategic. The online luxury market is
large and profitable for disciplined operators. Coupang is acquiring a globally recognized brand and customer
base for pennies on the dollar and can apply its core competency—world-class, tech-driven logistics and
operational excellence—to fix a problem it is uniquely suited to solve. It is a low-cost, high-upside entry into a
high-margin global business.

« Our Resolution: We firmly believe this is a calculated, asymmetric bet, not a reckless distraction. Coupang's
core strength is solving complex operational and logistical challenges with technology. Farfetch is precisely that
kind of problem. The purchase price was low enough to limit the downside, while a successful turnaround offers
substantial upside not reflected in the current stock price.



3. The Tension: Is the Taiwan Expansion a Prudent Growth Engine or a Capital Incinerator?

» The Case For a Capital Incinerator: Replicating the capital-intensive Korean logistics playbook in a new
market is expensive and risky. It opens a "second front" that further strains capital and management focus,
compounding the distraction from the core KFTC defense. Early "triple-digit growth" is meaningless off a low
base if it comes at the cost of massive, sustained losses.

« The Case For a Growth Engine: The investment in Taiwan is critical to proving the Coupang model is
exportable, unlocking the company's long-term potential to be a global, not just a Korean, player. Our analysis
projects a respectable 6-10% long-term ROIC on this investment, a strategically sound return for establishing a
new, multi-decade growth engine. A successful Taiwan unlocks the option value of entering other markets, a far
more valuable long-term outcome than a short-sighted share buyback.

» Our Resolution: The Taiwan expansion is a necessary and strategically sound investment. It is the price of
proving the long-term thesis. We believe the risk-adjusted return is compelling, and the market is wrongly
viewing it as a pure cash burn rather than the construction of the company's next major asset.

7. Catalysts

Our thesis does not depend on a specific timeline but on a series of milestone-bound events that will de-risk the
investment and force the market to re-evaluate its narrative.

1. KFTC Resolution: A final ruling from the KFTC that involves a one-time fine (e.g., below $500M) and
behavioral remedies, but no structural separation of the logistics network. This will remove the single largest
overhang on the stock.

2. Farfetch GMV Stabilization: Two consecutive quarters of stable or sequentially growing Gross Merchandise
Value from the Farfetch business, providing the first tangible proof point that the operational turnaround is
taking hold.

3. Developing Offerings Profitability: The entire "Developing Offerings" segment reporting consolidated
positive adjusted EBITDA for two consecutive quarters, signaling that the new ventures are scaling successfully
and transitioning from cash users to cash contributors.

8. Risks & Kill Conditions

1. Regulatory Decapitation (Primary Kill Condition): The KFTC imposes worst-case remedies, forcing
structural separation or regulated third-party access to the Rocket network at mandated rates. This would
permanently break the moat and our thesis. We would exit the position immediately upon such a
ruling.

2. Farfetch "Tissue Rejection": The operational and cultural integration of Farfetch fails, leading to sustained,
significant cash burn without revenue stabilization. Kill Condition: If, after eight full quarters post-
acquisition, the Farfetch business is still generating over $100M in quarterly operating losses and revenue
growth remains negative, we would exit the position.

3. International Flameout: The Taiwan expansion and any subsequent international ventures fail to achieve a
clear path to profitability, burning excessive capital. Kill Condition: We would exit if cumulative investment in
international expansion exceeds $5 billion without Coupang achieving a top-three market share in Taiwan or a
clear path to positive contribution margin within five years of market entry.

9. Position Sizing Rationale

We recommend initiating a 3% position in Coupang at the current price of $19.99. The initial size is moderated
by the binary nature of the KFTC regulatory risk, which, while we believe is a low-probability event, remains the
most significant near-term risk.

We will look to scale this to a full 5-6% position upon the first major de-risking event: a manageable resolution of
the KFTC investigation (Catalyst #1). This event would remove the primary bear thesis and validate our view that
the market has overpriced this risk, justifying an increased position size to capture the subsequent re-rating.
Further scaling could be considered upon verification of the Farfetch turnaround (Catalyst #2).



10. Bottom Line

We recommend buying Coupang at the current price of $19.99 and initiating a 3% position. The market is offering
the shares of a future global technology platform at the price of a challenged domestic retailer. This disconnect
provides a compelling, asymmetric investment opportunity with a 70% upside to our base case fair value of $34. We
would be forced to change our mind and exit the position entirely if Korean regulators impose structural remedies
that break the company's integrated logistics moat, as this is the foundational pillar of its competitive advantage
and our long-term thesis.
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