LANTERN LABS

Meta Platforms, Inc.

Full Investment Research Report

June 21, 2026 | META $577.22 | Valuation-rebuilt full report

$577.22 $56.3B $135B $581
Price anchor Q1 revenue 2026 capex midpoint Scenario value/share

Core question

Is Al capex becoming a monetizable toll road or a second
Reality Labs?



LANTERN LABS www.lanternlabs.net

Meta Platforms | Full Report | 2

Report Index

Full report structure with rebuilt valuation section and page-numbered navigation.

DECISION SPINE Core question: Al infrastructure toll road or second Reality Labs?
Valuation now tests FOA value against Al capex and Reality Labs drag.

FRONT MATTER BUSINESS AND THESIS

EXECUTIVE BRIEF 3 1. Company Overview
Decision Delta 6 2. Snapshot Scorecard
Evidence Hierarchy 6 3. Compounding Synthesis

4. Key Variables - Thesis Drivers

© 0 0 N o

5. Dimensional Analysis

ADVERSARIAL REVIEW FINANCIALS AND CLOSE

6. Anti-Thesis 14 11. Financial Statements Snapshot 18
7. Failure Pattern Assessment 15 12. Valuation 19
8. Scenario Analysis 15 13. Key Questions Open 22
9. Risk Map 17 14. What Would Change Our Mind? 23
10. Catalysts 18 15. Key Monitorables 23

Source Notes 24

Disclosure 24

Reading order
Read Executive Brief, Decision Delta, Evidence Hierarchy, then Valuation before final monitorables.

Lantern Labs investment research - full report Page 2



LANTERN LABS

EXECUTIVE BRIEF

Meta is still one of the best advertising businesses in the world, but the investment question has changed from "how
powerful is the social graph?" to "will Al infrastructure become a monetizable toll road or a second Reality Labs?"

The sharpest structural point is this: Meta's Family of Apps is already strong enough to fund almost any experiment,
but the 2026 capex guide of $125-145B is large enough to make funding capacity look like strategic permission.
Confirmed Q1 2026 revenue grew 33% year-over-year to $56.31B and operating margin held at 41%, yet the same
release raised the capex range and showed free cash flow of only $12.39B after $19.84B of capex including finance
leases.

Lantern default read: equal weighting across all assessment areas, 5-year horizon, conviction-building use case. No
buy/sell/hold recommendation is made; the client decides.

Price anchor Confirmed: $577.22, Nasdaq API last trade timestamp 2026-06-17; June 19
was a market-holiday period in the source context.

Market cap Inferred: approximately $1,465B from $577.22 x 2.538B shares.

Q1 2026 revenue Confirmed: $56.31B, +33% YoY.

Q1 2026 operating margin Confirmed: 41%, flat YoY.

2026 capex guide Confirmed: $125-145B, raised from $115-135B.

Core tension Inferred: FOA economics remain elite; Al capex ROI is now the primary
variable.

Revenue is compounding, but capex is becoming the second P&L

Confirmed historical revenue; 2026 capex midpoint from company guidance
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Condensed Scorecard

Market Opportunity Amber-Green Confirmed DAP scale of 3.56B means  Moves up if Al tools raise advertiser
user growth is mature, but ad load, Al ROI without a second capex step-up.
ad tools, Reels, business messaging,
and agent commerce still expand

monetization.

Terminal Value Potential Amber-Green FoA can sustain high operating profit, Moves down if capex stays above 50%
but terminal FCF is more of revenue beyond 2026.
capex-sensitive than the old Meta
model.

Founder / Leadership Amber-Green Zuckerberg has repeatedly rebuilt Moves up if Al spending is tied to
product direction, but founder control clearer milestone disclosure.
also concentrates the Al capex call.

Culture Amber Efficiency reset improved discipline, Moves up if headcount and product
but Al reorganizations and Reality cadence show stable execution.
Labs churn create execution
uncertainty.

Customer Value Creation Green Advertisers still get unmatched scaled Moves down if measurement or

reach plus improving Al targeting and targeting restrictions impair ROI.
creative tools.

Product Love Amber-Green Daily usage remains enormous, but Moves up if Reels, WhatsApp, and Al
sequential DAP softness shows assistants expand time spent.
maturity and geopolitical fragility.

Competitive Advantage Amber-Green Social graph, advertiser tools, data, Moves down if agents disintermediate
distribution, and capital scale remain feeds and advertiser surfaces.
formidable; consumer Al weakens the
boundary.

Platform Effects Amber-Green Scale improves data and ad matching, = Moves up if WhatsApp/Instagram Al

but multi-homing is real across social, agents become default workflows.
video, messaging, and Al.

Capital Allocation Amber Buybacks/dividends coexist with one of Moves up if capex intensity falls with
the largest capex ramps in corporate visible Al revenue contribution.
history.

Economics Amber-Green Q1 margin was strong, but FCF Moves down if depreciation and lease
conversion is now infrastructure obligations absorb ad growth.
constrained.

Reinvestment Runway Amber-Green Al is a huge runway if monetized Moves up if Meta proves a repeatable

through ads and agents; Reality Labs Al revenue unit.
is proof that runway can consume
capital without returns.

Financial Strength Green Confirmed $81.18B of cash/securities Moves down if external capital is
and $243.68B equity absorb near-term  needed while capex remains high.
spend.

Adaptability Amber-Green Meta has adapted from desktop to Moves down if Al product quality lags
mobile to Stories/Reels and is now despite spend.
pivoting to Al.

Valuation Amber Expected value of $581/share is close ~ Moves up if capex normalizes and
to the price anchor; DCF base is below revenue growth remains above
price unless Al creates visible mid-teens.

incremental FCF.

Where We See It Differently
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The gap is not ad quality; it is whether Al capex becomes a new toll road

Market view vs. Lantern view, directional scale

Bearish

Ad AIROI

Capital intensity

Reality Labs option

Regulatory drag

Slate = implied market concern

Bullish

Market believes Evidence label Monitorable

The capex raise is temporary Al
arms-race spending.

Meta's Al will mainly improve ad
targeting.

Reality Labs is a side option.

Regulation is chronic but manageable.

It is a structural change in Meta's
business model until proven otherwise.

The real upside is broader: creative
automation, business messaging, and
agent commerce, but timing is
Unknown.

Reality Labs is a governance test: if
losses persist while Al capex rises,
Meta has two option books funded by
one cash engine.

Child safety, privacy, Al training, and
platform access rules can hit the exact
data and engagement loops that make
Meta valuable.

Confirmed capex guide; Inferred
duration.

Confirmed ad impression/price growth;
Inferred product monetization.

Confirmed segment losses.

Confirmed risk disclosures and public
legal developments.

Capex/revenue and depreciation
growth through FY27.

Al-driven ad ROI disclosure,
click-to-message conversion, business
Al revenue.

RL operating loss and wearable unit
economics.

EU/UK/US product restrictions and
settlement terms.

The observable that settles the debate: by 2027, Meta must show that Al-driven revenue or margin improvement is
visible enough to explain the 2026 infrastructure step-up. If the only proof is higher engagement while FCF yield
compresses, the market will be paying for an option before knowing its strike price.

Structural Symmetry Check

The bear case repeats across this report because the same variables genuinely determine value: capex, RL losses,
regulation, Al ROI, and interface risk. To avoid treating repetition as independent evidence, the bull case must be
stated with equal mechanism-level specificity.

Bull mechanism Evidence needed Where it would show up

Capex becomes permanent FCF reset

Reality Labs proves option spending
discipline is weak

Regulation damages data loops

www.lanternlabs.net

Al capex becomes shared
infrastructure across ranking, creative,
messaging, agents, and glasses

RL narrows and smart-glasses/Al
wearables become an owned interface

Al tooling offsets targeting limits with
better creative, measurement, and
conversion

Capex/revenue falls while Al-related
revenue or ROI improves

RL losses fall below $15B and
wearable engagement improves

Advertiser ROI holds despite product
restrictions

Valuation, Capital Allocation,
Monitorables

Leadership, Reinvestment Runway,
What Changes Our Mind

Customer Value, Competitive
Advantage, Risk Map

Meta Platforms | Full Report | 5
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Bull mechanism Evidence needed Where it would show up

Al ROl is competed away Meta owns distribution at the Business Al, click-to-message, and Market Opportunity, Valuation,
advertiser/workflow layer even if Advantage+ adoption disclosure Catalysts
models commoditize

Agents disintermediate feeds WhatsApp/Instagram become agent Agent usage, commerce conversion, Platform Effects, Adaptability, Bull
surfaces rather than surfaces being business messaging revenue Scenario
bypassed

Investment implication: The report should not read as "five separate bear facts."” It is one central uncertainty with five
expressions: whether Al infrastructure turns Meta's existing distribution into a larger monetization surface.

Decision Delta

Al spend Aggressive but manageable Potential structural reset in the Raises capital-allocation weight in the
business model report.
Valuation Fair for a high-quality ad platform Fair but highly capex-sensitive Makes FCF conversion the live

valuation variable.

Moat Extremely durable social/ad graph Durable in ads, less settled at the Al Adds interface risk to Competitive
interface layer Advantage.

Leadership Proven product adapter Proven adapter with concentrated Strength and governance discount rise
capex authority together.

Reality Labs Long-duration option drag Evidence that Meta can fund option Becomes precedent for Al spend
books for years discipline.

Investment implication: The research did not change the view that Meta is a high-quality business; it changed which
variable deserves the most weight.

Evidence Hierarchy

Level 1 Observed cash economics Highest-weighted evidence for Q1 2026 FCF, capex, operating cash
valuation and capital allocation flow.

Level 2 Filed financial statements Core factual base for dimensions and Revenue, segment operating income,
model inputs cash, debt.

Level 3 Management guidance/claims Treated as real guidance, not proven 2026 capex guide, Q2 revenue guide.
outcome

Level 4 Industry and competitor evidence Used to pressure-test moat and Al interface competition, regulatory
market-vs-us framing developments.

Level 5 Market narratives and analyst Used only as a hypothesis to test "Al capex is temporary" vs. "Al capex

inference is structural.”

Investment implication: The report gives the most weight to observed economics and filed statements; Al monetization
upside remains inference until disclosed in revenue, margin, or FCF.

1. Company Overview

Meta operates Facebook, Instagram, Messenger, WhatsApp, Threads, Reality Labs hardware/software, and a growing
Al product stack. Confirmed Q1 2026 revenue was $56.31B, with Family of Apps generating $55.91B and Reality Labs
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$0.40B. The economic center remains advertising: Q1 advertising revenue was $55.02B.

How We Got Here

2023 Confirmed: $134.90B Confirmed: $46.75B Post-efficiency reset begins to show
operating leverage.

2024 Confirmed: $164.50B Confirmed: $69.38B Reels and ad tools restore growth and
margin.
2025 Confirmed: $200.97B Confirmed: $83.28B FoA reaches $102.47B operating

income while RL loses $19.19B.

Q12026 Confirmed: $56.31B Confirmed: $22.87B Revenue accelerates, capex guide
rises, FCF becomes the debate.

Return decomposition is Inferred because this pass did not rebuild full historical share-price history. The main return
drivers since 2023 appear to be earnings growth and multiple recovery after the efficiency reset, now checked by a
new Al-capex discount.

Ownership Intelligence

Meta has a dual-class structure. Confirmed Q1 2026 shares outstanding were 2.196B Class A and 342M Class B as of
April 24, 2026. Voting-control percentages were not re-verified from the latest proxy in this pass and remain Unknown
in this report; the investment implication is still clear: founder control makes the Al capex decision faster, but also
harder for outside holders to veto.

Meta has repeatedly reset the product surface before the economics broke

Founding, Instagram, WhatsApp, Meta rename, efficiency reset, Al capex reset

Milestone index

2004 2012 2014 2021

o
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Investment implication: Meta's history supports giving management credit for adaptation, but not a blank check for
every platform reset.

2. Snapshot Scorecard
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The condensed scorecard above is the client-facing summary. The deeper read is that Meta has only a few weak
areas, but they are weighty: capital allocation, valuation, and regulatory/product trust. A mega-cap compounder can
tolerate many small Amber risks; it cannot tolerate a permanent reset in FCF conversion without corresponding
revenue power.

Investment implication: The report's decision frame should focus less on the number of green areas and more on
whether the Amber areas cap compounding.

3. Compounding Synthesis

Meta's compounding formula used to be simple: huge audience scale, better ad targeting, high incremental margins,
and buybacks. The new formula inserts a large infrastructure denominator. If Al capex becomes a revenue-generating
distribution layer, the moat widens. If it remains defensive compute spend, Meta still grows revenue but compounds
less of each dollar into owner earnings.

FoA funds two different companies: a scaled ad engine and a loss-making option book

2025 segment operating income/loss, USD billions

102
83
-19 .

FoA op income Reality Labs loss Total op income

The weakest link is capital allocation, not product-market fit. FOA remains a machine: 2025 FoA operating income was
$102.47B on $198.76B revenue. Reality Labs lost $19.19B, and 2026 capex guidance implies the next option book is
much larger than VR/AR ever was.

Investment implication: The core business is strong enough to own through mistakes, but the current valuation
depends on Al being more than a mistake-funded experiment.

4. Key Variables - Thesis Drivers

Capex intensity Confirmed guide: $125-145B for 2026~ Below 35% of revenue by FY27 Separates temporary buildout from
permanent FCF reset.

FoA revenue growth Confirmed Q1: +33% YoY Sustained mid-teens or better after Q2 Funds Al spend without equity/debt
dependence.

www.lanternlabs.net Meta Platforms | Full Report | 8
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Current level Threshold that matters Why it matters

Ad price and impression balance Confirmed Q1: impressions +19%, Price growth remains positive without Shows Al and format mix are
price +12% user growth improving monetization.
Reality Labs loss Confirmed 2025 loss: $19.19B Loss narrows below $15B by FY27 Tests discipline in non-core option
spending.
Regulatory restriction Confirmed risk; financial impact Product-level limits on targeting, teen Directly hits ad ROl and engagement
Unknown usage, or WhatsApp interoperability loops.

Bull-Case Mechanism Variables

Upside variable Threshold that matters Why it matters

Al ad-tool monetization Confirmed ad impressions +19% and Management quantifies advertiser ROl Converts Al from engagement
price +12%; direct Al contribution or revenue uplift narrative into economics.
Unknown

Business messaging / agents Inferred runway across WhatsApp, Disclosed revenue, conversion, or Creates a second monetization surface
Instagram, and business Al paid-agent adoption beyond feed ads.

Infrastructure reuse Inferred shared compute across Capex/revenue falls while product Makes the capex ramp look like
ranking, ads, agents, and devices velocity rises platform investment, not rent.

Owned Al interface Confirmed distribution through Al assistants become default Turns interface risk into interface
Instagram/WhatsApp; consumer-agent ~ workflows inside Meta surfaces expansion.
economics Unknown

Option-book discipline RL loss still high RL loss narrows while Al milestones Shows management can fund options

become clearer without open-ended dilution of FCF.

Investment implication: The report can be updated efficiently by tracking five variables rather than re-litigating the
whole Meta story every quarter.

5. Dimensional Analysis

Market Opportunity

Meta is mature in users and still open-ended in monetization. Confirmed Family DAP was 3.56B in March 2026, up 4%
year-over-year but slightly down sequentially due to Iran/Russia disruptions. That means the next growth vector is not
adding another billion people; it is increasing monetization per person and per advertiser through better ad matching,
video inventory, business messaging, Al creative tools, and potentially agent commerce.
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Meta is mature in users, still mid-curve in monetization per user
DAP confirmed through filings; ARPP index inferred from revenue per DAP

n)
ARPP index

2023 2024 2025 2026

The non-obvious split is between audience saturation and monetization under-penetration. A user graph at 3.5B+ daily
people is late-curve. Al ad tooling and business messaging are mid-curve. Consumer Al agents are early-curve. The

market often blends these into one "Meta is mature" bucket; that misses the fact that maturity is true for users and false
for ad-product surfaces.

The next TAM is not more users; it is more jobs per user and per advertiser

llustrative growth-rate bands; directional, not TAM sizing

24
18
14
B .

Core ads Reels/video Business Al Wearables/RL

Investment implication: Meta's market opportunity is still attractive, but the investable question is monetization density,
not user-count growth.
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Terminal Value Potential

Meta's terminal value remains credible if FOA keeps 40%+ operating margins while capex normalizes. The 2025
segment data shows why the terminal business is powerful: FOA generated $102.47B of operating income, more than
enough to fund losses elsewhere. The issue is that terminal FCF now depends on infrastructure depreciation and
lease obligations, not only operating margin.

Confirmed Q1 2026 operating margin was 41%, but cash economics were less flattering: FCF was $12.39B against
$56.31B revenue because capex including finance lease principal was $19.84B. The terminal question is whether that
is a build phase or the new cost of competing in Al.

Investment implication: Meta deserves a high terminal-quality score only if Al infrastructure spend eventually looks like
a durable revenue asset, not recurring rent to stay competitive.

Founder / Leadership

Mark Zuckerberg's best evidence is adaptation under pressure: mobile, Stories, Reels, the efficiency reset, and now
Al. Few founder-led mega-caps have shown this willingness to rebuild their own surface before competitors do it for
them. That is a real leadership asset.

The counterweight is concentration of control. The same structure that lets Meta move quickly also lowers outside
shareholders' ability to constrain a multi-year capex cycle. This matters more in 2026 than it did during the efficiency
year because the decision size is now enormous: the company is guiding to $125-145B of capex in one year.

Founder influence High and concentrated Founder influence indirect Founder influence cultural, less direct
Capital allocation risk Al + RL option spending Al + cloud capex Al + logistics/cloud capex

Main strength Product reinvention speed Search/cloud cash engine Operating infrastructure discipline
Main weakness Outside veto power limited Al search disruption Margin cyclicality across retail/cloud

Investment implication: Leadership is a strength, but the governance discount should rise when founder vision requires
extraordinary capital intensity.

Culture

Meta's culture has two sides: high talent density and repeated product adaptation on one side, internal churn and
priority volatility on the other. The efficiency reset showed the organization can cut and refocus. The Al push tests
whether that discipline survives when leadership again asks the company to spend aggressively.

The risk is not that Meta lacks talent. The risk is that the Al organization becomes large enough to slow
decision-making while the consumer Al market changes quickly. Confirmed headcount was 77,986 at March 31, 2026,
up 1% year-over-year; this suggests the company is not simply buying growth through broad hiring, but the mix of
talent matters more than the count.

Investment implication: Culture supports adaptation, but only if Al priority-setting stays sharper than the capital budget.

Customer Value Creation

For advertisers, Meta still offers a rare combination: global reach, granular targeting, creative testing, conversion
measurement, and increasingly Al-generated creative/placement optimization. Confirmed Q1 2026 ad impressions
grew 19% and average price per ad grew 12%, an unusually strong combination because price and volume both
moved up.

The customer value risk is regulatory and platform-driven. If privacy, teen-safety, Al-content, or app-store policies
reduce targeting and measurement quality, advertiser ROl can compress even if Meta's user base remains large.
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Investment implication: Customer value remains one of Meta's clearest strengths; watch whether regulation weakens
measurement more than Al improves it.

Product Love

Meta products are daily habits at massive scale. Confirmed DAP of 3.56B is not a casual user base. Instagram,
WhatsApp, Facebook, Messenger, and Threads together create a dense social utility layer that competitors can attack
but not easily replace in one move.

The warning is that product love is uneven. Users may love WhatsApp differently from Instagram, and advertisers may
love Meta more than users love Feed ads. The Q1 sequential DAP decline, even if explained by country-specific
disruptions, is a reminder that the user base is mature and externally exposed.

Investment implication: Product attachment is strong enough to sustain the ad engine, but not strong enough to ignore
engagement-quality and regional-access risks.

Competitive Advantage

Meta's moat has several sources: social graph, creator and advertiser density, data/learning loops, product
distribution, sales infrastructure, and capital scale. The moat is still wide in ads, especially for small and medium
businesses that need measurable performance at scale.

The moat is less settled in consumer Al. Search, assistants, operating systems, and messaging interfaces are
converging. If Al agents become the new front door for consumer intent, Meta's advantage depends on whether
Instagram/WhatsApp become agent surfaces or are bypassed by OS-level and model-level competitors.

Core intent Social and discovery Search and video intent Entertainment discovery Commerce intent

Advertiser value Scale + targeting + creative High-intent search + YouTube  Attention and culture Closed-loop commerce
tools

Al advantage Distribution across 3.5B+ Model + search + cloud Recommendation engine Purchase data
users

Moat trajectory Stable in ads, uncertain in Strong but search disrupted Strong engagement, Widening in retail media
agents regulatory risk

Platform effects belong inside this moat read. Meta benefits when more users create more content, more advertiser
data improves ad matching, and more businesses train the system. But multi-homing is common: users can use
TikTok, YouTube, iMessage, ChatGPT, and Instagram simultaneously. That weakens the direct lock-in but not the
advertising data loop.

Investment implication: Meta's ad moat is still durable; the open question is whether the next interface layer is owned
by Meta or merely monetized by Meta.

Capital Allocation

Capital allocation is the decisive Amber area. Meta can afford the Al buildout, but affordability is not the same as value
creation. Confirmed cash, cash equivalents, and marketable securities were $81.18B at March 31, 2026; confirmed
long-term debt was $58.75B. The balance sheet can carry the plan.

The issue is return visibility. Q1 2026 capex including finance lease principal was $19.84B, and full-year capex
guidance is $125-145B. That is a strategic bet large enough to change how investors value the whole company.
Reality Labs is the cautionary precedent: persistent losses can remain strategically plausible for years without
becoming economically proven.

Investment implication: Meta's capital allocation read improves only when Al capex is tied to measurable revenue,
margin, or retention outcomes.
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Economics

Meta's accounting profitability is excellent. Q1 2026 revenue grew 33%, operating income grew 30%, and operating
margin was 41%. The problem is not the income statement. The problem is the conversion of operating profit into free
cash flow during an infrastructure surge.

Confirmed Q1 operating cash flow was $32.23B; free cash flow was $12.39B. That is still large, but it reflects the new
model: Meta can earn enormous cash from ads and still have shareholders debate whether enough of it reaches them
after Al infrastructure.

Economics bridge Confirmed / Inferred read

Revenue growth Confirmed: +33% YoY in Q1 2026.

Operating margin Confirmed: 41% in Q1 2026, flat YoY.

Free cash flow Confirmed: $12.39B in Q1 after $19.84B capex incl. lease principal.
Normalized EPS Inferred: Q1 EPS should be reduced by $3.13 to remove the tax benefit.
Economic risk Inferred: depreciation and lease costs may lag capex but eventually

pressure margins.

Investment implication: Meta's economics remain high quality, but the right metric is no longer operating margin alone;
it is post-Al-capex FCF per share.

Reinvestment Runway

The reinvestment runway is real. Meta can invest in Al ranking, Al creative, advertiser automation, WhatsApp business
messaging, agents, smart glasses, and developer tools. A company with billions of daily users has many surfaces on
which an Al product can be tested.

The runway is also expensive. The old Meta reinvestment model was mostly people, software, and servers supporting
a high-margin ad platform. The new model includes massive compute, data centers, component inflation, power
commitments, and long-duration lease obligations. Reinvestment quality must therefore be judged by output per dollar,
not ambition per press release.

Investment implication: The runway is attractive but not self-validating; the next report should track Al revenue proof,
not Al product count.

Financial Strength

Meta's financial strength is a clear positive. Confirmed total assets were $395.25B, total liabilities were $151.57B, and
stockholders' equity was $243.68B at March 31, 2026. Cash plus marketable securities of $81.18B provides significant
flexibility even after the capex increase.

The main caveat is off-balance-sheet and future infrastructure obligations. The 10-Q states operating and finance
leases not yet commenced were approximately $182.88B, consisting of data centers, colocations, and network
infrastructure. This is not debt in the simple headline sense, but it is an economic commitment attached to the Al
buildout.

Investment implication: Balance sheet strength lowers survival risk, but it does not eliminate return-on-capital risk.

Adaptability

Meta has one of the better adaptation records among large technology companies. It moved from desktop to mobile,
absorbed the Stories threat, rebuilt short-form video distribution, reduced cost structure after the 2022 drawdown, and
is now moving quickly in Al.
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The adaptability question is timing. Meta has historically adapted inside social distribution. Al agents could shift the
interface layer outside social feeds. If the consumer interface moves toward model-native agents or OS-level
assistants, Meta must adapt across the boundary of its own product surfaces.

Investment implication: Adaptability is a strength, but Al raises the difficulty level from format adaptation to interface
adaptation.

6. Anti-Thesis

A rational investor could decline Meta even while accepting that FOA is an extraordinary business.

First, the business may be undergoing a permanent capital-intensity reset. The old Meta was valued as an asset-light
ad platform with high incremental margins. The new Meta may be an Al infrastructure platform with higher fixed costs,
heavier depreciation, and lower FCF conversion. If that is true, the historical multiple is too generous even if revenue
keeps growing.

Second, Al ROI may be real but competed away. Alphabet, Amazon, TikTok, OpenAl, Anthropic, Apple, and Microsoft
all have reasons to own parts of consumer and advertiser Al workflows. Meta can spend heavily and still find that the
monetization layer is shared or commoditized.

Third, Reality Labs shows the risk of open-ended option funding. The 2025 RL operating loss of $19.19B did not break
Meta because FoA is so profitable. But a second large option book in Al changes the scale of tolerance. Shareholders
may be funding two uncertain futures at once.

Fourth, regulation can directly attack the profit mechanism. Child safety, privacy, Al training rights, WhatsApp
openness, and teen usage restrictions all matter because they touch engagement, targeting, data use, and product
design. These are not generic legal risks; they are risks to the machine that turns attention into ad dollars.

Fifth, user maturity can hide beneath monetization growth. Q1 DAP was up year-over-year but slightly down
sequentially. If engagement quality or youth usage weakens, ad price increases can mask the problem temporarily, but
eventually impression quality and advertiser ROl would feel it.

Sixth, valuation is not obviously cheap once capex is normalized. The expected value tree is close to the price anchor,
not far above it. To justify a clearly attractive gap, Meta must either sustain higher growth with capex normalizing or
prove a new Al revenue stream large enough to replace the old FCF profile.

Capital intensity reset Confirmed capex guide: $125-145B. Capex/revenue falls below 35% by FY27.

Al ROI competed away Inferred from crowded Al landscape. Meta discloses measurable Al-driven ad
ROl/revenue uplift.

Option spending persists Confirmed RL loss: $19.19B in 2025. RL loss narrows and Al spend gets milestone
disclosure.

Regulation hits data loops Confirmed risk/legal developments. Product changes preserve targeting and
engagement.

User maturity emerges Confirmed sequential DAP softness. DAP and time-spent growth resume across key

geographies.

Where the bear case is weakest: it can underweight Meta's ability to turn threats into formats it owns. Stories and
Reels looked like external attacks before they became Meta surfaces. Al agents could follow the same pattern if
embedded deeply into WhatsApp, Instagram, and advertiser tools.

Threat-to-format conversion Meta turned Stories/Reels-style threats into Al agents gain usage outside Meta faster than
owned surfaces. Meta can embed them.
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Bull mechanism

Advertiser workflow ownership Meta already owns scaled advertiser tools,

targeting, and creative distribution.

Compute reuse across products Al infrastructure can serve ranking, ads,

messaging, agents, and devices.

Massive under-monetized surfaces remain inside
owned distribution.

WhatsApp/Instagram monetization density

Balance sheet option capacity $81.18B cash/securities and FoA profit fund

experimentation.

LANTERN LABS

Advertisers shift budgets to model/OS-native
surfaces.

Capex remains high without revenue or margin
proof.

Usage grows but conversion/revenue disclosure
stays vague.

Option spending expands faster than FOA owner
earnings.

Investment implication: The bear case is not that Meta is weak; it is that Meta may remain strong while compounding

less efficiently.

7. Faillure Pattern Assessment

Empire-building Partly
Narrative outrunning mechanism Partly
Regulatory backlash Present
Moat decay by interface shift Present
Accounting illusion Limited
Cultural drift Watch

Value Creation Pattern Assessment

Al and RL spend create a real risk of ambition
outrunning measurable return.

"Al leadership" must translate into advertiser
economics, not model announcements.

Social media, privacy, youth safety, and Al
training all invite intervention.

Agents and OS-level assistants could weaken
feed-centric monetization.

Q1 EPS includes a tax benefit; normalized EPS is
required.

Efficiency discipline must survive Al hiring and
reorganization.

Threat absorption Present
Distribution leverage Present
Data/learning loop Present
Operating leverage after buildout Possible
Interface expansion Possible

Meta has historically copied, integrated, or
out-executed threatening formats.

Instagram, Facebook, WhatsApp, and advertiser
tools give Al products immediate reach.

More usage and advertiser feedback can improve
ranking, creative, and conversion tools.

If 2026 is a build phase, normalized capex can
reveal much higher FCF conversion.

Agents and smart glasses could create new
owned surfaces rather than bypass feeds.

Investment implication: The most relevant risk pattern is strategic overreach funded by a cash machine; the most

relevant value-creation pattern is threat absorption through owned distribution.

8. Scenario Analysis

www.lanternlabs.net

Meta Platforms | Full Report | 15



LANTERN LABS

Bull case needs revenue growth to outrun the new fixed-cost base

Scenario revenue paths, USD billiens

Bear

Bull

Bear 25% $330 Revenue growth slows, capex remains
structurally high, regulation limits

targeting, RL losses persist.

Base 50% $515 FoA grows through Al ad tools, capex
moderates after 2026, RL remains a

drag but manageable.

Bull 25% $780 Al materially raises ad ROl and creates

agent-commerce revenue while capex
normalizes.

Scenario Assumption Transparency

2026-2028 revenue CAGR 8% 15% 20%
Steady operating margin 35% 40% 45%
Capex as % of revenue by FY2028 50% 33% 22%
Reality Labs annual loss by FY2028 >$20B ~$16B <$12B

Al monetization disclosure

Regulatory drag

www.lanternlabs.net

Vague / engagement-only Ad ROI evidence

Product-level limits Manageable settlements

Revenue and margin evidence

Limited incremental drag
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Expected value is close to price only if the bull branch pays quickly

Probability-weighted value: $535 per share vs. price $577.22

Bear: 25% x $330/sh

Al capex stays elevated while ad growth falls below 10% and [}]

Base: 50% x $515/sh

FoA monetization offsets Al spend, but capital intensity [...]

Bull: 25% x $780/sh

Al improves ad ROl and agent commerce without requiring anoffer [_._]

Investment implication: At $577.22, the price is near probability-weighted value; position sizing would depend on
confidence that the Bull branch has become more than an option.

Al capex overbuild Spend locks in before revenue proof. Capex guide rises again while Al revenue
disclosure remains vague.

Regulation Privacy/youth/Al rules restrict targeting or product New EU/UK/US product-level mandates or
design. settlement terms.

Consumer Al disintermediation Agents shift attention away from feeds and Advertiser budgets move to model/OS-native
messaging surfaces. interfaces.

Reality Labs persistence Losses remain high without a narrowing path. RL loss run-rate stays near $20B annualized.

Engagement maturity User/time-spent quality weakens under headline  Sequential DAP declines recur outside one-off
DAP. disruptions.

Investment implication: The top risk is not a single bad quarter; it is a multi-year spend path that becomes hard to
reverse politically and strategically.
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Upside Map

Al ad ROI step-up Better targeting, creative generation, and Advertiser ROI disclosure, price growth without
campaign automation raise advertiser returns. impression-quality deterioration.

Messaging monetization WhatsApp/business messaging becomes a Click-to-message conversion, paid business Al
higher-frequency commerce and service layer. adoption, messaging revenue detail.

Agent surface ownership Meta Al lives inside Instagram, WhatsApp, Usage share, retention, and commerce actions
Messenger, and glasses. inside Meta-owned Al surfaces.

Capex operating leverage Infrastructure build supports many products Capex/revenue and D&A/revenue normalize
without proportional future capex. while revenue grows.

RL option narrows Smart-glasses/Al interface becomes more RL loss below $15B annualized plus product
plausible and RL losses decline. engagement disclosure.

Investment implication: The upside case is not "Al is exciting." It is that Meta converts Al into higher monetization
density on distribution it already owns.

10. Catalysts

Q2 2026 revenue relative to $58-61B 3 months Positive or negative Confirms whether Q1 growth

guide continues.

Updated 2026 capex commentary 3-6 months Mostly negative if raised Tests price-freshness and model
sensitivity.

Al ad/product metrics disclosure 6-12 months Positive if quantified Converts Al narrative into economics.

Regulatory rulings on youth 6-12 months Negative if restrictive Tests legal drag on data loops.

safety/privacy/Al data

Reality Labs loss trajectory 12 months Positive if narrowing Tests capital discipline.

Investment implication: The most important catalyst is any disclosure that connects Al spend to measurable ad ROI or
revenue.

11. Financial Statements Snapshot & Accounting
Quality

Revenue $56.31B Confirmed: Q1 2026 10-Q / earnings release.

Operating income $22.87B Confirmed.

Net income $26.77B Confirmed, includes $8.03B tax benefit.

Diluted EPS $10.44 Confirmed; normalized down by $3.13 excluding
tax benefit.

Cash + marketable securities $81.18B Confirmed.

Long-term debt $58.75B Confirmed.

Operating cash flow $32.23B Confirmed.

Free cash flow $12.39B Confirmed non-GAAP release metric.

Capex incl. finance lease principal $19.84B Confirmed.

www.lanternlabs.net Meta Platforms | Full Report | 18



LANTERN LABS

Accounting/disclosure quality read: Confirmed filings are clean enough for the financial-quality areas to be assessed
above Amber-Red. The key adjustment is economic, not accounting: Q1 EPS contains an $8.03B tax benefit that
should not be capitalized as recurring earnings. The second adjustment is cash-flow quality: capex and
not-yet-commenced lease obligations must be included in the capital-intensity read rather than treated as optional
growth spending.

Investment implication: The numbers are usable, but normalized earnings and FCF conversion matter more than
GAAP EPS in this period.

12. Valuation

Valuation is the load-bearing section for this name. The investment case does not turn on whether Meta can grow
revenue; it turns on whether FoA's cash engine can absorb an Al infrastructure step-up without permanently resetting
free-cash-flow conversion. Therefore this section is built bottom-up from FoA, Reality Labs, capex, and FCF rather
than from a single total-company multiple.

Segment Model & Forecast

Year FoA revenue RL revenue FoA op margin FoA op RL op loss Total op income Capex incl. Capex / revenue
income leases

2025A $198.8B $2.2B 51.6% $102.5B ($19.2B) $83.3B $72.0B $43.8B 35.8%
2026E $229.0B $2.3B 50.0% $114.5B ($20.5B) $94.0B $135.0B ($23.0B) 58.4%
2027E $263.0B $2.8B 49.0% $128.9B ($18.5B) $110.4B $118.0B $7.78B 44.4%
2028E $300.0B $3.4B 48.0% $144.0B ($16.0B) $128.0B $100.0B $40.5B 33.0%
2029E $336.0B $4.0B 47.5% $159.6B ($14.0B) $145.6B $100.0B $76.0B 29.4%
2030E $374.0B $4.78B 47.0% $175.8B ($12.0B) $163.8B $105.0B $112.0B 27.7%

Model read: 2026 is the trough year for FCF conversion because capex, including finance-lease intensity, temporarily
outruns operating cash flow. The base case only works if capex intensity falls from roughly 58% of revenue in 2026E
toward the high-20s by 2030E while FoOA margins remain high-40s. If capex does not normalize, the valuation is too
generous even if revenue growth remains healthy.

Valuation Waterfall - Segment Contribution
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Segment contribution waterfall: FoA value vs. option-book drag

USD billions; base-case cross-check to DCF

$1,691B

1,500

$1,364B

1,000

500

$22B
° G
$130B
-300 ($220B) ( )
FoA value Al capex drag RL drag Net cash Base equity

Interpretation: the core FoA cash machine can justify a large value, but Al capex and Reality Labs consume the margin of safety.

Equity value contribution Per-share contribution Method / meaning

FoA normalized value $1,691B $666 2028E FoA operating income of $144B
X (1 - 19% tax) x 14.5x NOPAT.

Less Al capex transition drag ($220B) ($87) PV penalty for higher near/intermediate
capex and lower FCF conversion vs.
the old asset-light Meta model.

Less Reality Labs drag ($130B) ($51) PV of continuing RL losses/options
before evidence of economic return.

Net cash adjustment $22B $9 Q1 2026 cash/securities less long-term
debt.

Base equity value $1,364B $537 Segment contribution cross-check;

intentionally close to the DCF base.

This is the more revealing waterfall than a generic DCF component bridge: the core advertising/app business is worth
substantially more than the stock if valued alone, but the margin of safety is consumed by two option books - Al
infrastructure and Reality Labs. That is exactly the thesis tension.

Absolute Valuation - DCF

PV explicit FCF $140B
PV terminal value $1,227B
Net cash adjustment $22B
Equity value $1,390B
Intrinsic value / share $548
Probability-weighted scenario value / share $581
Price anchor $577.22

DCF read: The base case is slightly below the price anchor, while the probability-weighted value sits roughly in line
with the market because the bull case gives credit for Al improving advertiser ROl and normalizing capex. The spread
between $548 and $581 is not precision; it is the price of the Al option. The client should treat that spread as the
underwriting question, not as false model accuracy.
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Relative Valuation - Peer Multiple Check

pE e e
P/E

Meta $577.22 $1,480B $1,458B 23.7x 13.3x 3.3% Cheaper than
Alphabet on
EV/EBITDA and
higher FCF yield,
but normalized FCF
is capex-sensitive.

Alphabet $368.03 $4,504B $4,455B 28.1x 27.6x 1.4% Market pays for
cleaner
search/cloud
durability despite its
own Al capex
step-up.

Amazon $244.39 $2,657B $2,636B 29.3x 16.9x -0.1% FCF yield is
temporarily muted
by productive-asset
purchases;
AWS/retail mix
makes EBITDA less
comparable.

Source/read-through: prices are Nasdaq last-sale anchors dated June 17, 2026; TTM fundamentals are built from
FY2025 plus Q1 2026 minus Q1 2025 SEC filings. Meta P/E normalizes out the Q1 2026 $8.03B tax benefit. Peer
multiples do not make Meta obviously expensive; they show that the market is already willing to pay high-teens to
high-20s multiples for scaled Al-exposed platforms. Meta's discount/premium question is therefore FCF conversion,
not revenue growth.

Sensitivity Analysis

The report turns on two variables: ad growth and capex normalization

Approximate per-share valuation swing, USD

170
155
145
120
Ad growth +2/-2 Op margin +3/-3 Capex -20/+20 WACC -1/+1 Terminal g +0.51-05

Capex normalization 2026E $135B falls toward Capex stays above $120B ($100-150) The largest direct hit to FCF
$100-105B by 2028-2030 through 2028 conversion and terminal owner
earnings.
FoA operating margin High-40s through explicit Margin falls toward low-40s ($90-130) Tests whether Al/depreciation
period changes Meta from

software-like to
infrastructure-like economics.
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Revenue growth FoA mid-teens fade to Growth drops below 10% ($120-170) Breaks the "spend now,
low-teens while capex remains high monetize later" bridge.

Reality Labs loss Narrows from roughly $20B to  Losses stay above $20B ($35-60) Indicates option-spending
low-teens discipline has not improved.

WACC / terminal multiple 9.5% WACC, 3.5% terminal +100 bps WACC or lower ($120-160) Long-duration FCF makes
growth terminal growth valuation sensitive to

discount-rate and
terminal-quality assumptions.

Reverse DCF / Expectations Embedded

Reverse-DCF read: At $577.22, the market is not pricing Meta as a broken ad business. It is pricing a high-quality FoA
cash engine plus partial credit for Al optionality, while assuming capex intensity declines materially after the 2026
guide year. The price can be justified if three things happen together: FOA revenue compounds at a mid-teens rate for
several years, FOA operating margin remains in the high-40s, and capex/revenue falls toward roughly 30% by the end
of the explicit period. If any two of those fail, the current price embeds too much trust in Al monetization.

Meta still trades below its own Al-cycle peak but above a no-option multiple

Histerical P/E band is indicative; current based on normalized 2026 EPS, not tax-benefit EPS

34
24
23
| . I
Low Average Current Peak
Own historical multiple context: Meta's current normalized P/E is around the mid-20s using non-tax-benefit EPS. That

is below an aggressive Al-cycle scarcity multiple, but above a no-option ad-platform multiple. The stock is being valued
as a superior ad platform with a still-unproven Al infrastructure option.

Investment implication: Valuation is fair-to-demanding. It is not stretched enough to reject solely on multiple, but it is
not cheap enough to forgive weak evidence on Al revenue, capex normalization, or Reality Labs discipline.

13. Key Questions Open

- Unknown: June 18, 2026 official closing price was not retrieved; Nasdaq API returned $577.22 with last trade
timestamp June 17, 2026 and market status closed.

- Unknown: Latest proxy voting-control percentages were not re-verified in this pass.
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- Unknown: Precise revenue attributable to Al ad tools, business Al, agents, or smart glasses is not disclosed.
- Unknown: The portion of 2026 capex that is catch-up vs. permanent run-rate is not disclosed.

- Unknown: Full quantified impact of youth-safety, privacy, Al copyright, and WhatsApp-access proceedings is not
modelable from public data.

Investment implication: These unknowns are not side notes; they are the variables that decide whether Meta's current
valuation becomes cheap or expensive in hindsight.

14. What Would Change Our Mind?

Capex remains above 50% of revenue through Confirms Al is a permanent fixed-cost reset, nota Capex guide, D&A growth, finance lease

FY2028 build phase. commitments.

Al revenue remains undisclosed through FY2028  Suggests Al is improving engagement but not Management disclosure, ad ROI case studies,
becoming a monetizable product layer. business Al revenue.

Reality Labs losses stay above $20B annually Shows option spending remains open-ended Segment operating loss and product unit
despite Al capital demands. economics.

DAP declines continue outside country-specific Signals audience maturity is turning into Family DAP, time spent, regional usage

disruptions engagement erosion. commentary.

Regulation directly limits targeting, teen Attacks the data and distribution loops behind EU/UK/US product restrictions and settlement

engagement, or WhatsApp openness Meta's moat. terms.

What Would Increase Conviction?

Capex/revenue falls below 35% by FY2028 Confirms 2026 was a build phase, not a Capex guide, finance leases, D&A/revenue.
permanent reset.

Al revenue or ROI is quantified Converts Al from narrative to value creation. Ad ROI case studies, business Al revenue,
Advantage+ uplift.

WhatsApp/business messaging revenue Proves a new monetization surface beyond feed  Click-to-message revenue, paid business-agent

accelerates ads. adoption.

RL losses narrow below $15B Shows option discipline while Al capex remains RL operating loss, wearable unit economics.
high.

Meta Al becomes an owned workflow Turns interface risk into distribution expansion. Agent usage inside

WhatsApp/Instagram/Messenger/glasses.

Investment implication: These are not generic risks; they are the explicit conditions under which the current thesis
should be rewritten.

15. Key Monitorables

1-2 quarters Revenue vs. Q2 guide of $58-61B Positive if above range without another capex
raise.

1-2 quarters Capex guide Negative if raised again; positive if
narrowed/lowered.

1-2 quarters Ad impressions and price Positive if both stay positive; negative if price
weakens.

1-2 quarters DAP and engagement quality Negative if sequential decline repeats.
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1-3 years Al revenue disclosure Positive if product revenue or advertiser ROl is
quantified.

1-3 years Capex/revenue and D&A/revenue Positive if both normalize after 2026.

1-3 years Reality Labs loss Positive if loss narrows below $15B annualized.

1-3 years Regulatory product restrictions Negative if restrictions directly hit targeting, youth

usage, or WhatsApp interoperability.

Investment implication: The next update should be a monitoring update unless capex, regulation, or Al monetization
changes enough to force a full refresh.

Source Notes

- Meta Q1 2026 Form 10-Q filed April 29, 2026: financial statements, DAP, capex, cash, debt, segment revenue,
legal/risk disclosures.

- Meta Q1 2026 earnings release exhibit 99.1 filed April 29, 2026: Q1 financial highlights, capex guide, Q2 revenue
guide, tax benefit disclosure, FCF.

- Meta FY2025 Form 10-K filed January 28, 2026: segment economics, 2023-2025 revenue and operating income,
controls/disclosure quality.

- Alphabet Q1 2026 Form 10-Q and FY2025 Form 10-K: peer valuation inputs for revenue, operating income, net
income, operating cash flow, capex, cash/securities, debt, and diluted shares.

- Amazon Q1 2026 Form 10-Q and FY2025 Form 10-K: peer valuation inputs for revenue, operating income, net
income, operating cash flow, productive-asset purchases, cash/securities, debt, and diluted shares.

- Nasdag quote API accessed during this engagement: META $577.22, GOOGL $368.03, AMZN $244.39; all last-sale
timestamps June 17, 2026, market status closed.

- June 2026 market commentary was used only to pressure-test Al capex framing; conclusions are Lantern's own.

Disclosure

This analysis was produced using Al-assisted research synthesis tools, with human review required before any client
delivery. Al was used to gather, structure, and synthesize source material. All judgment, framework application, risk
assessment, and adversarial reasoning require Lantern Labs analyst verification. This document does not constitute a
buy, sell, or hold recommendation.
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Important Disclaimer

This report has been prepared by Lantern Labs for informational and research purposes only. Itis
not investment advice, a recommendation, an offer, or a solicitation to buy or sell any security or
financial instrument, and it does not take into account the specific investment objectives, financial
situation, or particular needs of any recipient.

The analysis reflects the outputs of the Lantern Labs research framework together with publicly
available information believed to be reliable; however, its accuracy and completeness are not
guaranteed. Forward-looking statements, scenario values, and price anchors are estimates and
assumptions that are subject to change without notice. Past performance is not indicative of future
results.

Recipients should conduct their own independent due diligence and consult their own financial, legal,
and tax advisors before making any investment decision. Lantern Labs accepts no liability for any loss
or damage arising from reliance on this report.

This material is confidential and intended solely for the named recipient. It may not be reproduced or
redistributed, in whole or in part, without the prior written consent of Lantern Labs.

Lantern Labs investment research — sample report - © 2026 Lantern Labs lanternlabs.in



