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TripAdvisor, Inc. Q1 2017 Prepared Remarks 

(All comparisons are against the same period of the prior year, unless otherwise noted) 

 

2017 is off to a productive start and we are making great progress building end-to-end products 

that travelers love. First quarter consolidated revenue growth improved to 6%. First quarter Hotel 

segment revenue grew 4%, driven by 12% TripAdvisor-branded click-based and transaction 

revenue growth, which was fueled by continued strong performance of our U.S. market. Our key 

revenue per hotel shopper metric returned to growth this quarter, up 2%, while hotel shoppers 

grew 9%. We also reached 500 million reviews and opinions and average monthly unique 

visitors grew 14%, further underscoring TripAdvisor’s continued strength and growing influence 

with travel consumers.  

 

In Hotels, we are rapidly aligning product, supply and marketing as we drive towards long-term 

growth and profitability. In a few weeks, we will roll out our streamlined hotel shopping 

experience and soon thereafter we will launch a brand advertising campaign to build user 

awareness of TripAdvisor as not only a great place to research, but also a great place to find the 

lowest prices when a user is ready to book. Notably, the reallocation of some less-efficient online 

marketing dollars and expected profit favorability in our Non-Hotel segment enable us to invest 

$70-80 million in brand advertising this year while maintaining our profit outlook. 

 

As it relates to our Non-Hotel segment, our strong demand growth and supply investments are 

really starting to pay off. We continue to drive strong revenue growth, including 18% growth in 

the first quarter, and this segment is beginning to exhibit attractive profit potential.  

 

Over time, as more users associate the TripAdvisor brand as a great place to find the lowest 

prices and to book, we will be able to drive more revenue, marketing efficiency and profitability 

in our business. 

 

Q1 Hotel Segment Update 

 

During the first quarter, we continued to prioritize revenue growth on paid traffic acquisition 

channels, as we help users seamlessly move from researching a hotel, to price shopping, to 

booking, whether via metasearch or instant booking. First quarter Hotel segment revenue growth 

improved sequentially to 4% year-over-year. Currency was a one-point headwind to Hotel 

segment revenue growth during the period.  

 

Despite some continued revenue dilution from last year’s instant booking launch in certain non-

U.S. markets, first quarter 2017 TripAdvisor-branded click-based and transaction revenue 

growth improved by 12 percentage points sequentially to 12% growth year-over-year.  

 

Looking at our click-based revenue by geography, the U.S. market continues to drive near-term 

results. First quarter U.S. click-based and transaction revenue growth was driven by strong 

double-digit growth in revenue per hotel shopper. Non-U.S. click-based and transaction revenue 
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growth rates significantly lagged given tough comparisons primarily created by our staggered 

instant booking rollout last year and currency devaluation versus the dollar. Our long-term Non-

U.S. growth opportunity remains strong, though currency fluctuations, competitive dynamics in 

the online travel landscape and consumer-related factors like the ongoing mobile shift may 

continue to prevent international growth from reaching U.S. levels in the near-term. 

 

First quarter year-over-year revenue per hotel shopper growth was 2%, up nine percentage points 

sequentially and up 23-points since the Q1 trough last year. In fact, the revenue per hotel shopper 

growth rate improved for the fourth straight quarter and returned to positive year-over-year 

growth for the first time since the early days of the instant booking rollout in 2014. The graph 

below shows improving revenue per hotel shopper trend following the significant instant 

booking dilution during the first half of 2016. 

 

 
 

Notably, we have seen absolute U.S. revenue per hotel shopper fully recover to levels last seen 

prior to the instant booking launch in early 2014. This is a nice development, though one we see 

as a checkpoint along our journey as opposed to an end-goal.  

 

Since we began lapping instant booking late last year, we have been investing behind these 

improving monetization trends in performance-based marketing channels to drive hotel shopper 

growth. These investments generated average monthly unique hotel shopper growth of 9% 

during the first quarter, a slight acceleration from Q4, as shown in the graphic below.  
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All geographic regions exhibited positive hotel shopper growth during the period. Looking by 

device, desktop hotel shoppers grew year-on-year for the second straight quarter. Phone remains 

our fastest-growing platform for hotel shoppers, as first quarter mobile revenue growth of more 

than 35% outperformed mobile hotel shopper growth of 25% year-on-year. We like the first 

quarter monetization improvement, though we advise against extrapolating this growth as a 

quarterly run rate given the relatively immature monetization patterns on that platform.  

 

Switching gears to the supply side, users can now price compare across more than 800,000 

properties on TripAdvisor, up 18% year-over-year. We were also very pleased to recently 

announce a global instant booking partnership with IHG, rounding out our instant booking 

relationships across all of the major western hotel brands. Initial launch work has started, and we 

are also onboarding Hilton and expanding the Expedia brands’ instant booking reach into more 

markets. 

 

We are encouraged by the significant recovery of our first quarter click-based and transaction 

revenue growth over the past few quarters, and particularly the continued strong U.S. market 

growth trend. However, we caution against extrapolating these trends in Q2, as the performance-

based marketing comparable in Q1 was particularly favorable versus last year.  

 

Our first quarter display-based and subscription revenue and our Other hotel revenue declined by 

4% and 17%, respectively, driven by industry trends, tough year-over-year comparisons and 

reallocation of performance-based marketing investments within the Hotel segment. We expect 

these revenue lines to improve over the balance of the year, particularly Other hotel revenue. 

 

Turning to the Hotel segment bottom line, our adjusted EBITDA margin of 28% showed a 2-

point sequential improvement.  

 

Q1 Non-Hotel Segment Update 

 

Since adding attractions and restaurants transaction capabilities to our Non-Hotel portfolio in 

2014, via our acquisitions of Viator and LaFourchette, we have been executing well on our stated 
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three-to five-year investment objectives: quickly scaling bookable supply in our marketplace, 

improving our product offerings, and growing revenue and market share. 2017 is year-three of 

that investment cycle, and our growth investments are starting to pay off.  

 

In Attractions, bookable products grew nearly 40% year-over-year to 56,000 in our marketplace 

in the first quarter. Supply growth remains a key ingredient for long-term success, though our 

primary focus in 2017 is to do more with what we already have. We are improving the 

merchandising and conversion on existing supply, matching travelers with great travel 

experiences as quickly and as efficiently as possible. This is yielding nice early results in terms 

of strong first quarter bookings growth.  

 

We continue to scale our Restaurants business by investing behind supply and demand 

advantages. TheFork’s bookable restaurant supply grew 20% year-over-year to 41,000. We are 

successfully matching this supply growth with demand, with seated diners up nearly 30% year-

over-year. Our newly launched Restaurant Solutions product further diversifies our offering to 

restauranteurs, and has already gained traction with thousands of restauranteurs who are utilizing 

our powerful marketing tools and analytics.  

 

In Vacation Rentals, our focus on improving supply quality and increasing owner engagement 

continues to drive a more seamless and reliable user experience for both owners and travelers. 

These improvements have yielded strong conversion increases. In addition, we continue to focus 

on increasing our online bookable supply, making it easier for users to find and book the perfect 

vacation rental. 

 

Turning to Non-Hotel segment financial performance, first quarter revenue growth was 18%. We 

estimate this revenue growth was impacted by a 3% currency headwind. Non-Hotel segment 

adjusted EBITDA margin, which is seasonally low in the first quarter, substantially improved 

compared to Q1 2016, and is on a nice trajectory for a positive adjusted EBITDA margin for the 

full year 2017.  

 

Q1 Consolidated Financials 
 

Our first quarter consolidated total revenue growth improved to 6% year-over-year, or 7% in 

constant currency. This revenue growth improved from our fourth quarter results, driven by 

improvements in our TripAdvisor-branded click-based and transaction business. First quarter 

consolidated GAAP net income declined by 55% year-over-year. Total adjusted EBITDA 

declined by 14% , or 12% in constant currency, driven by investments in our Hotel segment. 

 

Our Q1 2017 GAAP effective tax rate was 48%, primarily due to increased valuation allowances 

on losses in jurisdictions outside the United States and the recognition of additional tax expense 

related to stock-based compensation shortfalls. We continue to believe our 2017 GAAP effective 

tax rate will likely be in the mid to high 30’s, primarily driven by stock-based compensation, 

where to-date we have seen restricted share unit vesting and stock option exercises at a lower 

share price, as compared to the first quarter of 2016, as well as from changes in our valuation 

allowances. 
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Cash provided by operating activities in the first quarter grew 8% to $134 million, or 36% of 

revenue, compared to $124 million in first quarter of 2016. Capital expenditures for the quarter 

were $18 million, or 5% of revenue, roughly flat from the first quarter of 2016. As a result, first 

quarter free cash flow grew 8% to $116 million, compared to $107 million in the first quarter of 

2016.  

 

Cash, cash equivalents and short-term and long-term marketable securities were $749 million at 

the end of the quarter. During Q1, we repurchased 3.5 million common shares for a combined 

purchase price of $150 million under our new $250 million share repurchase program that was 

approved by our Board of Directors earlier this year.  

 

Brand Campaign Update 

 

We are rapidly aligning product, supply and marketing as we drive towards long-term growth 

and profitability. Over the past few years we have added metasearch and instant booking 

features, giving us all the components of an end-to-end hotel product. This year, we have 

improved price competitiveness of our hotel supply by adding additional partners and better 

merchandising on our hotel pages. In a few weeks, we are excited to launch a simplified, more 

engaging hotel shopping experience, including a cleaner interface and a significant emphasis on 

helping users find and book the best hotels at the lowest prices. 

 

It is now the right time to launch an offline brand advertising campaign to reinforce our product 

and supply work and to complement our online marketing messages and introduce users to our 

new, best-in-class hotel shopping experience. After a rigorous analysis of our marketing channels 

and prior campaigns, we are confident that broad-reach television advertising is the right way to 

build awareness that TripAdvisor helps travelers find the right hotel for them at the lowest price 

when they are ready to book. Our 2013-2015 television campaigns taught us we can deliver our 

message to a broad audience in a very recognizable and impactful way. It attracts new users to 

the site, as well as brings back to TripAdvisor users who already know and love the brand and 

the product. It increases all traffic channels, including valuable branded traffic, as well as drives 

increased repeat behavior, higher conversion to a booking, and an increase in revenue per hotel 

shopper monetization on our platform. 

 

In 2017, we expect to invest roughly $70-80 million on television, starting in the U.S. as well as 

in a handful of other markets. We expect 2017 will be year-one of a more robust global 

campaign and we anticipate television will become a more sizeable part of our marketing mix 

over time.  

 

We derived our return on advertising spend expectations from an extensive quantitative analysis 

of our past TV campaigns, as well as a current market and competitive analysis. Initially, 

including for all of 2017, we expect the channel will have a below-breakeven return on 

advertising spend profile. However, with our streamlined product and our clearer marketing 

message, we are confident that we can drive steady improvements and generate positive returns 

from this channel within a few years. In the meantime, we will challenge ourselves day-in and 

day-out to find ways to amplify returns from this channel as fast as possible.  
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We are fortunate to be operating from a great starting point. We do not have to invest in building 

general brand awareness as our user-generated content has already forged global TripAdvisor 

brand affinity. Instead, television can help us amplify our message and extend our brand’s value 

proposition to an audience that already knows and trusts us. As more users associate TripAdvisor 

as: “the brand I trust for reviews” with TripAdvisor as: “the place where I can find the lowest 

price and book the right hotel for me,” and as these users return to TripAdvisor when they are 

ready to price shop and book, a new habit will form and we will achieve credit for more of the 

hotel bookings that we already influence. This repeat behavior will drive revenue monetization, 

marketing efficiency and profitability for many years to come.  

 

Financial Outlook Update 

 

As a reminder, we continue to operate our business in a dynamic, attractive and competitive 

marketplace. Movements in the competitive landscape and in our metasearch auction, and 

macro-economic events that affect the travel industry, among other things, can limit near-term 

visibility into financial performance. Throughout, we always seek to navigate any near-term 

volatility with our sights trained on achieving our long-term growth objectives. We regularly see 

opportunities to invest for growth through organic means, such as our return to television 

advertising or through in-organic means, such as partnerships or acquisitions.  

 

In terms of our 2017 outlook, we reiterate our expectation for double-digit consolidated revenue 

growth as well as double-digit click-based and transaction revenue growth. We also reiterate our 

expectation of flat to down absolute adjusted EBITDA compared to 2016, now inclusive of our 

brand advertising investment. We are able to maintain this outlook by reallocating some less 

efficient online marketing dollars, as well as expected profit favorability in our Non-Hotel 

segment, towards brand advertising.   

 

On the Non-Hotel segment side, we are targeting continued strong revenue growth approaching 

the growth we saw in 2016 and we expect this segment will be profitable on an absolute dollar 

basis in 2017.  

 

As we outlined in February, we believe we are on a path to drive sustained double-digit revenue 

growth and surpass the absolute adjusted EBITDA levels we achieved in 2014 and 2015, while 

achieving mid-to-high 20’s consolidated adjusted EBITDA margins over the long-term. These, 

too, are milestones we are striving for and are by no means end-goals, and we will continue to 

make the necessary investments today to drive long-term value in our business. 

 

* * * 

 

TripAdvisor’s first quarter 2017 earnings press release is available on the Investor Relations 

section of the TripAdvisor website at http://ir.tripadvisor.com/. The earnings release is also 

included as Exhibit 99.1 to our Current Report on Form 8-K as furnished to the U.S. Securities 

Exchange Commission, or SEC, on May 9, 2017, which is available on the Investor Relations 

section of our website and the SEC’s website at www.sec.gov. 

 

Forward-Looking Statements: 
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These prepared remarks contain “forward-looking statements” within the meaning of Section 

27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the 

Securities Exchange Act of 1934, as amended, or the Exchange Act. The following words, when 

used, are intended to identify forward-looking statements: “anticipate,” “believe,” “could,” 

“estimate,” “expect,” “intend,” “may,” “might,” “plan,” “project,” “result” “should,” “will,” and 

similar expressions which do not relate solely to historical matters. We caution investors that any 

forward-looking statements in these prepared remarks, or which management may make orally 

or in writing from time to time, are based on management’s beliefs and on assumptions made by, 

and information currently available to, management. Such statements are subject to risks, 

uncertainties and assumptions and are not guarantees of future performance, which may be 

affected by known and unknown risks, trends, uncertainties and factors that are beyond our 

control. Some of the risks and uncertainties that may cause our actual results, performance or 

achievements to differ materially from those expressed or implied by forward-looking statements 

are more fully described in Part I. Item 1A. "Risk Factors" of our Annual Report on Form 10-

K. Moreover, we operate in a rapidly changing environment. New risk factors emerge from time 

to time and it is not possible for management to predict all such risk factors, nor can we assess 

the impact of all such risk factors on our business or the extent to which any factor, or 

combination of factors, may cause actual results to differ materially from those contained in any 

forward-looking statements. We caution you that, while forward-looking statements reflect our 

good faith beliefs when we make them, they are not guarantees of future performance and are 

impacted by actual events when they occur after we make such statements. We expressly 

disclaim any responsibility to update our forward-looking statements, whether as a result of new 

information, future events or otherwise.  

Investors should also refer to our quarterly reports on Form 10-Q for future periods and current 

reports on Form 8-K as we file them with the SEC and to other materials we may furnish to the 

public from time to time through Current Reports on Form 8-K or otherwise, for a discussion of 

risks and uncertainties that may cause actual results, performance or achievements to differ 

materially from those expressed or implied by forward-looking statements.  

 

Use of Non-GAAP Financial Measures: 

 

These prepared remarks include references to non-GAAP measures, such as adjusted EBITDA 

(including forecasted adjusted EBITDA), free cash flow, and constant currency measurements, 

such as, non-GAAP revenue before effects of foreign exchange, and adjusted EBITDA before 

effects of foreign exchange, which are considered non-GAAP financial measures as they are not 

prepared in conformity with accounting principles generally accepted in the United States 

(“GAAP”). These non-GAAP financial measures are not prepared under a comprehensive set of 

accounting rules and, therefore, should only be reviewed alongside results reported under GAAP.  

 

We urge you to review our earnings press release as it contains important information about our 

financial results, including tabular reconciliations to the most directly comparable GAAP 

financial measure, definitions, limitations and other related information about these non-GAAP 

financial measures. The earning press release is available on the Investor Relations section of our 

website at http://ir.tripadvisor.com/. It is also included as Exhibit 99.1 to our Current Report on 

Form 8-K as furnished to the SEC on May 9, 2017, which is available on the Investor Relations 

section of our website at http://ir.tripadvisor.com/ and the SEC’s website at www.sec.gov.   

http://www.sec.gov/
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P R E S E N T A T I O N

Operator

Good morning, and welcome to TripAdvisor's First Quarter 2017 Earnings Conference Call. As a reminder, today's conference is being recorded.

At this time, I would like to turn the conference over to TripAdvisor's Vice President of Investor Relations, Mr. Will Lyons. Please go ahead.

Will Lyons

Thanks, Brian. Good morning, everyone and welcome to our first quarter earnings conference call. Joining me today are Steve Kaufer, our CEO; and
Ernst Teunissen, our CFO.

Last night, after market close, we distributed and filed our Q1 earnings release. We filed our 10-Q, and we made available our prepared remarks on
our Investor Relations website located at ir.tripadvisor.com.
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In the release, you'll find reconciliations of non-GAAP financial measures to the most comparable GAAP financial measures discussed on this call.
Also our IR site contains a supplemental file information document, which includes certain non-GAAP financial measures discussed on this call as
well as other performance metrics.

Instead of reading our prepared remarks on this call, Steve will jump into a couple of thoughts. And then we'll jump right into Q&A.

Before we begin, I'd like to remind you that this call may contain estimates and other forward-looking statements that represent the company's
view as of today, May 10, 2017. TripAdvisor disclaims any obligation to update these statements to reflect future events or circumstances. Please
refer to our earnings release and our filings with the SEC for information concerning factors that could cause actual results to differ materially from
those expressed or implied by such statements.

And with that, I'll pass the call over to Steve.

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

Thank you, Will, and good morning, everyone. Thank you for joining the call. Hopefully, you've had a chance to read our prepared remarks that we
published last night after market close. I'll summarize by saying 2017 is off to a productive start.

In Hotels, we're rapidly aligning products, supply and marketing as we drive towards long-term growth and profitability. In a few weeks, we will
roll out our streamlined hotel shopping experience, and soon thereafter, we'll launch our new brand advertising campaign, leveraging our strong
global brand to build user awareness of TripAdvisor as a great place to find the lowest prices when you are ready to book.

In Non-Hotel, our continued strong demand growth and supply investments are really starting to payoff. And while focus remains on top line
growth, this segment is already beginning to exhibit attractive profit potential.

We are addressing large growth opportunities ahead and making great progress building end-to-end products that travelers love, a bigger and
better platform for advertisers and a bigger and better business over the long term.

Ernst?

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Thanks, Steve, and good morning, everyone. We saw a strong growth recovery as the first quarter consolidated total revenue growth improved to
6% year-over-year or 7% in constant currency. This revenue growth also improved from our fourth quarter results, driven by improvements in our
TripAdvisor-branded click-based and transaction business. We are encouraged by the significant recovery we saw in this click-based and transaction
revenue growth over the past few quarters and the continued strong growth of our Non-Hotel segment.

Notably, we reiterate our revenue and adjusted EBITDA outlook, now inclusive of our brand advertising investment. We are able to maintain this
outlook by reallocating some less efficient online marketing dollars as well as expected profit favorability in our Non-Hotel segment towards our
brand advertising.

With that, we'll now open the call for your questions.
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Q U E S T I O N S  A N D  A N S W E R S

Operator

(Operator Instructions) Our first question will come from the line of Ross Sandler with Barclays.

Ross Adam Sandler - Barclays PLC - MD of the Americas Equity Research Department and Senior Internet Analyst

Steve, I guess the first question is just could we get a little more color on what's driving the improvement in revenue per shopper in the U.S. market?
Is it coverage? Is it better competition in the auction? Any color there would be helpful. And then can you also talk about overall engagement? As
you've been making these changes to the mobile experience and as you see hotel shopper growth pick back up, what's happening with the
engagement? Meaning, is the session frequency or visits per hotel shopper also going up? Any color there would be helpful.

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

Sure. So with regard to our revenue per shopper growth in the U.S., the biggest factor is certainly going to be the lapping of Instant Book. We had
made a big bet in that category, built a really nice product. But it did have some dilutive effects. So now we're at a really good spot where we have
turned the team towards the regular optimization efforts that we normally go through, and we're seeing results. Simultaneously, as we indicated,
we're working on our new shopping experience. And any time that we focus on delivering a better overall experience, we would look to one of
the measurements being an increased revenue per shopper.

When it comes to mobile, we've certainly seen meaningful growth aligned with the industry as users tip over to be using mobile apps and web.
And we've seen, on our own side, an improved revenue per session from users using our mobile app. I don't have specific numbers I can share in
terms of increased engagement to your specific question, but suffice to say, more and more users, more and more of the time, are using our apps
for not only hotel shopping, but the full trip.

Ross Adam Sandler - Barclays PLC - MD of the Americas Equity Research Department and Senior Internet Analyst

Great. And if I can ask one more follow-up for Ernst on the Non-Hotel segment. So you mentioned in the prepared remarks that you expect positive
EBITDA for the 2017. So can you talk about, where that margin might be exiting '17? And remind us again what the longer-term margin profile for
Non-Hotel looks like.

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Yes. We've always described this as a multi-year process in which we would initially invest in the Non-Hotel segment and then gradually turn it to
profitability, as we saw more scale in the business. We've been focused on building scale. This is the year where we're seeing some of that building
scale come to fruition in terms of leverage on the bottom line. And as we say, we expect that this Non-Hotel segment, in aggregate, to be EBITDA
positive, which, we think, is a great midpoint in our journey. As we go forward, we expect our margins in the longer run to be robust and attractive.
We're not managing to a particular margin. We continue to see this business as a growth and investment business. But this year, we are going to
see that profitability come through, and a little faster than we thought three months ago. The first quarter has seen very robust results on the top
line versus our expectations, but also on the bottom line versus our expectation. We're seeing some efficiencies come through in this business. So
positive EBITDA for the year and a strong outlook for the future.

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

To add just a tiny bit of additional color to that, we're pleased to note that in our Attractions business, specifically, the TripAdvisor as a demand
channel is growing faster than we had anticipated. And that was, of course, one of the big pieces of synergy that we were looking for when picking
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up the Viator business and all that supply, how do we better monetize all of the demand that's already sitting on TripAdvisor. And so on the Trip
platform, demand continues to grow quite quickly. And we're able to merchandise it better, having all the great Viator supply at our fingertips.

Operator

Our next question will come from the line of Eric Sheridan with UBS.

Eric James Sheridan - UBS Investment Bank, Research Division - MD and Equity Research Internet Analyst

Maybe 2 also around the marketing theme. In decommissioning inefficient spend and redeploying that money into brand advertising, I'm curious
what you think that does for return on your marketing dollars long term for the business. That will be number one. Number two, as you do
decommission inefficient spend, redeploying it into the brand, anything we should be aware of in the quarter-to-quarter cadence of marketing
that might buck some of the usual seasonality trends on marketing?

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Thank you, Eric. In terms of the long-term efficiency profile of our paid marketing spend, we expect from TV to create much more lifetime value of
users that we acquire and influence from TV than we are going to be able to get with online marketing. And so with our online marketing, we have
managed to, pretty short term, roughly breakeven as a channel. The ongoing benefit is more limited and difficult to prove. With TV, with a real shift
of brand perception as TripAdvisor as a place just to use for planning, to use for planning plus price comparison and booking, we can get much
more lasting impact on our user group. And therefore, over time, that should actually benefit our marketing efficiency profile. In terms of the
seasonality of marketing spend cadence, not so much. I mean, the marketing will still be aligned very much to the seasonality of the business,
which doesn't change by doing advertising.

Operator

Our next question will come from the line of Mark May with Citi.

Mark Alan May - Citigroup Inc, Research Division - Director and Senior Analyst

I have 2 questions, somewhat related. They have to do with the near-term risks. You're going to be reallocating a pretty significant amount of your
online marketing spend. How confident are you that you've had your head around the negative impact that that's going to have to the top line,
at least in the near term? And then you'll be changing your UI, it sounds like, as well. How confident are you around modeling the short-term
potential negative impacts? And I guess, the question there would be also, what do you see as some of the near-term potential negative impacts
from the UI change?

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Okay. This is Ernst. I'll take the first question on the marketing. And Steve will take the product question. It is true that if we reallocate marketing
dollars from online to TV is you get a positive impact in revenue on TV and potentially, a negative impact on online. We have done quite a bit of
work over the last 3 months in studying the different markets that we're going to be going with, with TV, studying our historical patterns of impact
of TV that we have found. And although there is some volatility around the results there, we feel good about the projections that we're making
and good about reiterating this double-digit growth this year on our transaction-based business for TripAdvisor. Steve?
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Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

Yes. And with regard to the user interface, we're fortunate that this is a type of change that's mostly internal to TripAdvisor. It's not requiring a lot
of assistance or behavior change on the part of our clients. So we're in control over the testing methodology, the rollout. You can see some of the
changes already on the site and some of the changes already on the app, depending if you get lucky enough to see it. But all of that goes into our
testing and how we're able to gain confidence that is, in fact, revenue neutral or revenue positive as we move to roll out. I'm not saying we wouldn't
roll out completely if we were up or down by a little bit. But we do have a lot of capabilities and are experiencing this day to day in tuning and
tweaking the design, so that it delivers on not only a better experience, but the revenue expectations that we have in our plan.

Operator

Our next question will come from the line of Lloyd Walmsley with Deutsche Bank.

Lloyd Wharton Walmsley - Deutsche Bank AG, Research Division - Research Analyst

In the script, you guys mentioned that absolute U.S. revenue per hotel shopper has fully recovered to levels to prior to Instant Book launch. It looked
like, by our math, that the desktop rev per shopper is still about 20% off the highs. Is the delta just international? And is that following a similar
path to the U.S. in terms of improvement? And then just following up on some of the TV questions. It's always a challenge to change user behavior.
And you guys have been working at it on the IP side. I guess, what is it about the new campaign and/or the new page that makes you feel more
confident you can really get users to come back closer to time of purchase? Is there anything just from the test you've seen in the new page design
that gives you that incremental confidence?

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Lloyd, I'll take the first one. And Steve will take the second. The comment about RPS being back to 2014 levels pertain to the U.S. And so we have
seen that into -- in the U.S. Internationally, we have not yet seen that. And so that was a clarification I wanted to make on that point.

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

And in terms of TV changing behavior, there are many examples out there where a brand in a category comes up with, you could call it, line
extension, if you want. So we all think back to Amazon that started at books and now did books and music -- and books, music, and of course, now
they do everything. And they were able to do that because they had positioned themselves as a shopping site. Well, TripAdvisor is a travel site.
You come to plan your trip. So we have the credibility to be able to play in a number of different aspects in that travel planning. But I couldn't go
-- we wouldn't be able to sell you a pair of shoes, that's kind of not what people associate TripAdvisor. So we come from a strength, reviews, as
Amazon had come from the strength books, but it's well within what users are using the site for to extend it to something else, and in our case,
moving into that price comparison.

So we have a large portion of our current audience and have, for the past decade, come to TripAdvisor, read reviews and move into our price
comparison engine and then click off to our partners or use Instant Book to book. So that's an already established behavior pattern for a large
portion of our users. Our challenge isn't, "Hey, is that even possible? Will users do that sort of thing?" They do. It's a huge business for us. The
question is, can the TV campaign accelerate the move of the people who don't currently use us for that to join the crowd that does?

And a lot of people, when we ask, will say, "Well, yes. I use it for reviews. I didn't know that you had price comparison." And of course, I hear that
and I think how could you miss that on our site. Oh my goodness, it's plastered all over the place. But we have to accept what users are telling us.

When we go on TV and we talk very clearly about price comparison: find the lowest price, help save you some money as a traveler. And as we repeat
that TV ad numerous times, we hope to educate that individual that the site that they already know and love can now be used for this new part of
the travel -- the hotel shopping experience, which they're already on TripAdvisor for. So we don't view it as a big leap or a big change.
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And when we look at our last TV campaign, it was focused less around the benefit of comparing prices and more teaching users specifically that
they can now book on TripAdvisor. So we've tweaked that message. We'll be back out to the marketplace at a heavier weight with a more streamlined
user experience that's focused around that hotel shopping. Think of it as less distractions on the page, more pointed on how can we help you save
some money in your shopping experience, how can we give you the best value for the hotel that you're looking for, not just the highest rated, but
the best rated in your price point, those sorts of things. And we're giving ourselves time to make that message sink in through things like TV and
in our other online campaigns. So I view our past TV as very instructive, useful lessons to get us to where we are now, but we have a very compelling
plan to achieve these objectives that we have in front of us now.

Operator

Our next question will come from the line of Justin Patterson with Raymond James.

Justin Tyler Patterson - Raymond James & Associates, Inc., Research Division - Internet Analyst

Steve, I know, in the past, you've often referred to TripAdvisor as being indifferent between meta and Instant Booking. With the new hotel shopping
experience rolling out, could you just characterize what, if anything, has changed within there? And then secondly, one for Ernst. On click-based
transaction revenue, you mentioned that international growth rates are still significantly lagging due to the constant currency. You obviously had
a strong quarter with the U.S. But how should we think about the cadence of improvement in that international growth rate? And is there any
reason that, that should improve at a different rate than the U.S.?

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

Great. Justin, I'll take the first part. So we look at meta and IB as two different methods to allow the user to find and book the hotel that they want.
They're on our site. They're getting the best value that they can in the sort, they're looking at the photos, reading the reviews, building the confidence
that they're getting the right hotel. Now the next thing the consumer absolutely needs is to get the best deal on that hotel. And so part of the new
shopping experience helps pull people down that funnel of putting in your dates and actually getting to see our prices and noting that we've
scoured the web and found you a great price.

The thing that's not new in this quarter or in this new design is where Instant Book fits into that mix. We have been talking for several quarters
about Instant Booking earning its position in our hotel shopping experience, so that we put it in front of users when we think they're most likely
use it, either for price, because Instant Book might have the best price, or convenience, particularly on the phone, if it's something you've used
before. So we want to build that great shopping experience. Instant Booking is a clear tool to help us do that and is a way that we can get better
pricing in front of our consumers and make it more convenient, especially on the phone. But as we look forward in 2017, '18, as some people
commented, "Well, Instant Book is not as prominent as it once was." That's because our customers are telling us they're indifferent as to whether
they are choosing to use it versus something else, and that's okay with us, hence, the comment on indifferent. We want to do what's best for our
travelers. And we believe that Instant Book plays a key role in that, though not as a big a role as we had anticipated a couple of years ago.

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

And then just on your question about the click-based revenue and the international component of that. So the U.S. is roughly half of our revenues
and the other half is outside of the U.S. The U.K. is our largest market, but it's a long tail of many, many markets internationally. Part of the differential
in growth rate is attributable to timing in IB and lapping of IB, but that's not the full story. Currency is one of the factors. If you compare, for instance,
the pound, the U.K. being our largest non-U. S. market a year ago versus today, and then the mobile shift has tended to happen faster outside of
the U.S. than in the U.S. And then there are many market-by-market differences. But generally, the overall market, the robustness of our auction,
the level of competition is more favorable in the U.S. than in many places outside of the U.S. And so our anticipation is that the U.S. will remain the
pace car in terms of growth in the foreseeable future. We believe, that in the long term, international markets can be robust growers for us, too.
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But the pattern of growth recovery is likely to be a little slower than we've seen in the U.S., and therefore, lag the U.S. more than just the lagging
of the IB rollout.

Operator

Our next question will come from the line of Mike Olson with Piper Jaffray.

Michael Joseph Olson - Piper Jaffray Companies, Research Division - MD and Senior Research Analyst

I have 2 questions, please. First, how much of the ability to maintain your EBITDA guidance for the year is a result of the reallocation of marketing
funds versus the better profitability in the Non-Hotel segment? I'd assume it's nearly all the reallocation of marketing dollars. But first of all, is that
correct? And then second, I guess, following the previous question, assuming IB continues to be less of a focus, how do you envision navigating
the challenge of the handoff problem for mobile that IB was meant to help? Or is that handoff risk maybe just not as a significant of an issue as you
previously perceived it to be as you see the mobile mix grow?

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Thank you, Mike. We're not breaking down in more detail where the EBITDA favorability comes from to offset the TV unfavorability. But we called
out these two factors for a reason. They are both meaningful contributors to that. And so it's not only one or the other. We called these two out
because they're both relevant.

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

And with respect to Instant Book on the phone, if you look back, I keep talking about building a great shopping experience for hotel shoppers on
the phone. And there is a click-off model that works quite well for us and others, but there's certainly a wonderful convenience of being able to
essentially buy it with a single click, as sites like Amazon have shown. We don't see a reason why we won't be able to get there in the hotel space.
And to do that, you need something that kind of looks like Instant Book or something pretty close. So if we fast forward to the time when Instant
Book really does have the best pricing available on the web, it's matches the lowest price anywhere, there's going to be, in our prediction, a set of
travelers who love the TripAdvisor hotel shopping experience, have put in their credit cards and have now formed a habit where they're a frequent
repeat user of our app because it's just simpler and you always get the lowest price. We're not forcing that on people, to be clear, right now. But
we see that as a wonderful endgame as the world moves to mobile. And if you're using us for price comparison, there isn't an obvious benefit of
clicking out versus continuing your purchase on our site, unless someone else gives you the better price. And that's the challenge for the Instant
Book team, is always making sure that piece of the product has the best price. When we do that, we'll earn more than our fair share for convenience.
Where we don't, our business funnel says we'll help the customer save the dollar by clicking them off to whoever does have the lowest price.

Operator

Our next question will come from the line of Perry Gold with MoffettNathanson.

Perry Scott Gold - MoffettNathanson LLC - Analyst

Can you provide any more color on the recently announced GrubHub deal? How broadly will it be rolled out in TripAdvisor? How will it be promoted?
And how should we think about the revenue opportunity longer term?
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Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

Sure. So as you know, we have a massive number of restaurants on the site globally. And folks, when they are looking for that place to eat, sometimes
want to make a reservation if it's a restaurant that takes reservations electronically, often want to read the reviews, look at the photos and sometimes
want to do take-out, order the food delivery. GrubHub is a great partner. It covers many cities, certainly not all cities in the world. Presuming that
works well for us, you'd expect to see additional food delivery platforms coming online. I'd caution against viewing that as a move-the-needle
revenue opportunity for us, as our traffic certainly tends to be a reasonable mix of tourists and locals. And tourists are going to be less likely to use
a food delivery service. But based upon the scale of our restaurant space, it's kind of yet another product in the mix.

Operator

Our next question will come from the line of Kevin Kopelman with Cowen and Company.

Kevin Campbell Kopelman - Cowen and Company, LLC, Research Division - Director and Senior Research Analyst

Could you give us any color on what you're seeing in April, especially with the Easter timing comp? And then on that, you also advised against
extrapolating Q1 RPS growth into Q2. Can you give any more color on why you're more cautious on that?

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Yes. Thanks, Kevin. In our prepared remarks, we didn't call out any specific comments about April, but we did comment more broadly about
extrapolation from Q1 into Q2, as you point out. And we caution against extrapolating some of the graphs that we put into our prepared remarks
into Q2. Q1, as we said in the prepared remarks as well, was a quarter in where the year-on-year comps for our paid marketing investments were
relatively favorable. So we saw an ability to significantly grow our paid revenue line in Q1, which may not translate directly into Q2. And I'll make
the point more generally, is some of these graphs that we put in, RPS and shoppers, if you look at the last few quarters, and you could be tempted
to just draw a straight line through some of those curves, and we just want to make sure that although we have reiterated our expectation that
we'll have double-digit growth in the click-based line this year, and we feel very good about where we are and we feel good about our outlook
there, the quarter-to-quarter progression maybe not as smooth as some of the graphs have shown so far.

Operator

Our next question will come from the line of Jed Kelly with Oppenheimer.

Jed Kelly - Oppenheimer & Co. Inc., Research Division - Director and Senior Analyst

On capital allocation, you continue to turn out a decent amount of free cash flow and had a second consecutive quarter of decent buyback activity.
Can you share how you're managing buyback versus acquisitions versus investing for growth? And just given your comments around the long-term
outlook for the business and where the stock is currently trading, would it make sense to be even the more aggressive around the buybacks?

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Thanks for the question. Indeed, we put $150 million to work in Q1 for share repurchases at an average price of $42.49. We want to underline what
you said in your opening statement is that we are indeed generating significant cash flows from operations. As we think about allocation, the areas
of where we could invest outside of the business / operations is M&A, as evidenced during in the last few years through acquisitions that we've
made, like Viator, like TheFork, LaFourchette. Last year, we made a number of smaller investments, but a number of investments there as well. And
we'll continue to look at opportunities that may present itself in the M&A space.
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And then there's share repurchase as an opportunity as well. And as you say, we clearly, in 2016 and in the first quarter of 2017, have seen an
opportunity to buy back some of our shares. The program is reviewed by the board from time to time. In January, the board approved refreshing
the $250 million allocation that we had for share repurchases. And we have a 10B5 program in place with different triggers that we don't want to
go into in detail, but they resulted in a purchase in Q1 and, from time to time, will allow us to benefit from periods where we believe our share
price is attractive as an acquisition of ourselves, of our own stock.

Operator

Our next question will come from the line of Douglas Anmuth with JP Morgan.

Douglas Till Anmuth - JP Morgan Chase & Co, Research Division - MD

Can you guys help us understand how much of the recovery and a return to the pre-IB monetization levels that you're seeing in the U.S. is coming
from optimizing on Instant Book versus shifting back to meta? And then also just wanted to follow up on mobile. Can you just talk about what the
mobile-to-desktop monetization gap is here currently? And your comments on extrapolating, is it the same rationale, Ernst, that you mentioned
a few minutes ago?

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Yes. So the U.S., I think it's a little bit difficult to untangle after so many years of how much of the RPS is this or the other. I do want to comment
that we make continuous improvements in our revenue per shopper on desktop and in mobile. And in the U.S., we have been able to do that. And
we've been making continuous improvements on Instant Booking. We said a few quarters ago already that in the U.S., Instant Booking was no
longer dilutive to the overall offering. And we've been improving both meta and IB since then.

So I think it's a combination of factors, but it's just a sign that after fully incorporating Instant Booking in the U.S., we're now better off than we were
in '14 and continue to show impressive growth to our revenue per shopper. In terms of the desktop monetization gap, we've said in the past, mobile
monetizes roughly at 1/3 of desktop, and those trends changed a little quarter-over-quarter, but not dramatically. We saw in the first quarter where
there was revenue-per-shopper improvement on mobile. We had 35% growth in our phone revenues and about 25% growth on the shopper line.
And so we're very pleased with that. And we continue to plug away at making sure that we make that gap as small as we can. And then in terms
of your last question about the Q2. Yes, again, with mobile as with the general comments I was making, quarter-to-quarter, there may be some
volatility in revenue per shopper or in monetization of mobile, but the long-term trend is pretty stable.

Operator

Our next question will come from the line with Heath Terry with Goldman Sachs.

Daniel Powell - Goldman Sachs Group Inc., Research Division - Analyst

This is Daniel Powell on for Heath. Just a couple of quick ones from us. First, on the traffic growth and comments you've made around paid acquisition,
just curious if you could give any comments on what you're actually seeing in organic search and how much of that is coloring your decision to
lean more into paid acquisition. And then on the Non-Hotel side, I just want to make sure we're interpreting our comments there correctly about
it approaching 2016 growth levels, maybe suggesting acceleration in the back half of the year against some tougher comps. Is that driven by
seasonality mostly? Or is there something else that changed in the business?
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Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

Thanks, Daniel, for the question. This is Steve. So I wouldn't say there's anything particularly different in our organic search trends. Google continues
to take more space on search result pages on all devices for their own products and for other paid ads. There's nothing new in that statement. I've
been say something like it for several years now. When we look at our overall marketing mix, we have more and more sort of brand traffic. We have
paid traffic. We have organic traffic. We have our CRM program. And our focus, at this point, is on building, what we call, that branded direct traffic,
focused with an offline TV campaign, in order to build more brand direct, build more loyalty to Trip when a user is in mind for shopping. So I wouldn't
say that shift is not a result of any specific organic search trend, but it is a change for us. And we view a pretty meaningful one in terms of building
the business for the long term on a large component of brand-direct channels.

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

In terms of the Non-Hotel, it is indeed a very seasonal business, and even the growth is somewhat seasonal. Last year, in the first quarter, we posted,
from memory, I believe, 14% growth for Non-Hotel, which was substantially lower than the rest of the year. And indeed, we said in our prepared
remarks that we expect for the full year, Non-Hotel growth will be approaching the levels that we had for the full year of last year. So implied in
that is that we expect growth to be better in the rest of the year than in the first quarter.

Other than some of the seasonality we've seen in Vacation Rentals for instance, where there is a continued shift to free-to-list model, which means
we get paid on booking and tends to happen early on at the time of stay rather than at the time of booking. And then there's some currency issues
in there. Our Vacation Rentals and our Attractions business are, for a large part, pound driven. And of course, we had Brexit and the adjustment to
the pound happening in the second quarter of last year. So all in all, a number of factors why we believe Q1 should be a lower point compared to
the full year in terms of Non-Hotel growth.

Operator

Our next question will come from the line of Nat Schindler with Bank of America.

Nathaniel Holmes Schindler - BofA Merrill Lynch, Research Division - Director

Ernst, just wanted to go over a little more detail on the guidance and/or your profit outlook comments. You said you could maintain profit outlook
comments. But at this point, your profit outlook comments are simply flat to down. That's, quite frankly, an infinite range. So if I look at ROI as
negative on the brand campaign, I know you're switching out some inefficient marketing dollars to pay for that, but there would be some revenue
lift from that brand campaign as well. How much are you really thinking this hits on a negative line? Or are you saying that this has no impact from
where you were thinking last quarter?

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Yes, Nat. Thanks for that question. We said last quarter, we said flat to down. And you're right that we didn't specify what down really could imply.
What we really wanted to signal in this quarter is that, that outlook has not changed because of TV. And that effectively, the negative impact on
EBITDA we expect from TV, you said it's ROI negative, we believe it's ROI negative in the near term. In the long term, we think it's very much ROI
positive. But it will have a near-term drag on EBITDA, just the TV campaign itself, which is offset by these two drivers that I talked about, partly by
reallocating some of our online spend. So we've looked at our total portfolio of advertising spend and said, "TV doesn't necessarily have to be just
a bolt-on." We have looked at what does that mean for our online. And we have been allocating some spend that was on the margin less efficient
than the average and allocated that towards TV. And then as we highlighted, we have upgraded our outlook on profitability of our Non-Hotel
segment. And those two factors, together for '17, happen to be roughly equivalent to the EBITDA loss we expect from the TV campaign. So taken
together do not have a meaningful impact on where we thought the business would be 3 months ago without this brand advertising campaign.
And therefore, we are reiterating the same guidance, flat to down, that we did a quarter ago.
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Nathaniel Holmes Schindler - BofA Merrill Lynch, Research Division - Director

Great. And then just one secondary question on this. Because this is happening fairly late in the year, I'm assuming that the $70 million to $80
million is smaller than you would do next year and the years after, and you mentioned a few years. This campaign will continue for at least a few
years. Can you give us any color on what you think a normalized year on this campaign will be? And then just another corollary to this brand
campaign, you pulled back after the '14 and '15 campaigns, you pulled back on those campaigns because they didn't work as well as you hoped.
What makes you think that this time, TV will work better?

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Yes, so your observation is correct, is that the $70 million to $80 million in 2017 is starting well into the year, of course. And as such, as we look in
following years, the investment will be over a full year rather than just over what is going to be roughly a little bit more than half a year in 2017. So
that's a good observation. The additional point is that we're starting with the U.S. and a handful of other markets, not yet with a global campaign.
The U.S., plus a handful of markets, will be a very meaningful representation of our total revenues in these markets, of course, but not yet a global
campaign. And we may add other markets as we go forward. It's a little early for us to be more specific about what our expectation is for spend in
2018. We're obviously going to have more information under our belt in the next few months as we are actually rolling out advertising in these
markets. And in due time, we'll revisit that question of what the size would be for '18.

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

And with respect to the brand campaigns that we had in '14 and '15, it's not that they were failures, they just didn't quite achieve all of the objectives
that we had wanted at the time. So we're actually taking a number of the learnings from those campaigns and applying them. One of the learnings
was, "Hey, we don't want to just say that you can book on TripAdvisor.? We want to drive home the point that you're going to find the best price
on TripAdvisor. And that's more of a value orientation in the message. And then of course, the product needs to deliver that lowest price front and
center. And a couple of years ago, it didn't. The hero price on a particular page was not necessarily the cheapest. And so we've added more supply
into our store, and we changed our algorithm, so that we're showing you better deals and we're showing you better prices all the time. So the
product is delivering more of what our current advertising will be talking about. So you take those components, plus the learnings, and that gives
us confidence that this ad campaign, just literally based upon what we did learn from last time, will work for us.

Operator

Our next question will come from the line of Paul Bieber with Credit Suisse.

Paul Judd Bieber - Credit Suisse AG, Research Division - Director

I apologize if it's already been asked, but how should we generally think about the prioritization of meta versus Instant Book when you launch the
new user interface in the coming months?

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

Yes, this is Steve. You shouldn't think of those as necessarily connected. We've been adjusting the placement of Instant Book over the past several
quarters. It's floating more , it's earning its right based upon what consumers want to do. And that aspect doesn't change as we roll out this new
interface.
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Paul Judd Bieber - Credit Suisse AG, Research Division - Director

And just a quick follow-up in terms of TV ad campaign. Is the intent to drive more awareness the overall TripAdvisor brand? Or is it to drive awareness
of meta versus Instant Book?

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

Neither. We have tremendous aided brand awareness in most countries. We're looking to drive unaided awareness of TripAdvisor as a booking
site. And so many people know us just as reviews. And when they think they want to read reviews, they come to TripAdvisor. We want to make
sure that when they're thinking about, "Hey, I want to get a good deal on this hotel that I want to stay at," that they come to TripAdvisor for that
purpose. So again, unaided booking awareness or unaided awareness as TripAdvisor as a booking site would be the key goal of that campaign.
And the campaign is completely agnostic to Instant Book versus meta. It's about shopping. It's about booking the hotel.

Operator

Our next question will come from the line of James Lee with Mizuho Securities.

James Lee Yu

Steve, can you maybe talk about some of the new targeting technology that you introduced for hotel search? For example, from a couple of industry
conferences we attended, a few agency talk about your firm offering like CRM targeting and retargeting using pixels, and just curious how those
technology are performing versus your existing ones. And are you also testing maybe other technology, like lookalike marketing as well on your
platform?

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

So I'm going to answer the question as kind of what are the targeting technologies that we offer our CPC and CPM clients to best target traffic that
they want that's on our site. And so for CPM, we've kind of -- we have many years of dividing up audiences, luxury audiences. There is a type of a
lookalike product that our sales force has been using quite successfully. When it comes to the CPC, we do offer things like retargeting pixels on
our client sites, so that they can bid differentially on traffic that's been on their site that is now TripAdvisor. Presuming that's a more attractive
customer for them, they can bid up. And that's capabilities that we've offered for several quarters now.

James Lee Yu

Are you seeing a very meaningful lift versus other targeting technology? Talking to some of your peers, especially online marketing, when they
start using CRM targeting, especially when it comes to search, they saw a pretty decent lift. I'm just wondering from your process of working with
the clients, how you're seeing that impact.

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

So yes, many of our clients have adopted many of the different things that we offer. You have to put it a little bit in perspective because we're
familiar with retargeting capabilities, as TripAdvisor advertises on other sites. And we tend to want to buy traffic to our site that has travel intent
versus buying a car or a house or something. The folks that are looking to buy traffic on our site, all of our traffic is already prequalified as travel
traffic, so it's already past the major hurdle. Now we're looking to nuance it. So our clients are looking to nuance it with their retargeting pixels or
their lookalike audiences. So yes, it's valuable, but not necessarily, which is why we offer it and why a lot of client use it. And you can kind of infer
some of that goodness in our CPC numbers from the number of bookings that we drive for our clients. But it's not the same order of magnitude
that a Facebook or a Google might be able to offer to their audiences.
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James Lee Yu

Steve, can I also ask you a question regarding mobile monetization? Some of your peers have been successful using cross-device attribution because
they have [a lot of] log-in ID, so they can use mobile to provide [assist] credit for desktop attribution for conversion. Are you doing the same thing
right now internally? Just curious where you are in that process. Have you done any test at all? And have you seen any success using cross-device
attribution on your platform?

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

I'd say we, like many other companies, where a majority of our revenue is not from logged-in users, do have a really tough time tracking that mobile
attribution. It frankly drives us a bit crazy because we qualify millions of travelers every day on our phone, on our app and website, and then send
them over to our clients. And then those users come back the next day and book on desktop on our client sites. And of course, we can't track it.
Our clients can't track it, so we don't get the credit that we deserve. That's part of that big monetization leak to that we keep referring to. And that,
one day, Instant Book will help us address on the phone. But no, I can't point to any tremendous data or successes in terms of cross-device attribution
that we've been able to share with our clients, so still a work in progress for us.

Operator

Our next question will come from the line of Peter Stabler with Wells Fargo Securities.

Peter Stabler - Wells Fargo Securities, LLC, Research Division - Director and Senior Analyst

I wanted to go back to the marketing, again, apologies. You mentioned in the prepared remarks that -- a handful of markets overseas. Can you just
give us a little more color? Are you going to go in with a similar stance in terms of weight levels in weeks? Or is the international rollout more on
a test basis? And any color you can give, a sense of the coverage of your major international markets and whether the market list would be likely
to expand appreciably next year or even later this year.

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

Sure. So the handful of markets will sort of talk about the same message at a weight level that's appropriate for that market, i.e. not a small test,
but a meaningful spend, so that we can see results and optimize. It would be perfectly reasonable to read into our comments that as we move on
TV in 2018, since we're a global company, there's no logical argument that we would limit it to just a handful of markets that were in TV now. You
might instead read into, "Well, we couldn't tackle all markets in the very beginning." There's simply a bandwidth question that's involved. So we
think we're making a very meaningful move here, limited by our ability to execute and the desire to learn as much as we can, as quickly as we can
in order to optimize for next year.

Operator

Our next question will come from the line of Naved Khan with Cantor Fitzgerald.

Naved Khan - Cantor Fitzgerald & Co., Research Division - VP and Research Analyst

Steve, in the past, I think you've said that you think Instant Book is a better experience for mobile monetization. Do you still hold that view? Or do
you think that it could be either Instant Book or meta? And then I had a follow-up question on the Non-Hotel side.
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Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

So when the Instant Book product has a parity price, then my personal opinion is it's a better product because it's fewer clicks to get what you want
done. Where Instant Book has a worse price for whatever reason, we're not pushing it on you because we're not asking you to spend more money
for the privilege of using this path. And then rubber meets the road or the question's most relevant when you have a parity price with other
providers, at which point, look, some users, we fully expect to be loyal to a different booking site. They thank TripAdvisor for finding them the best
price. That best price might be on Booking.com, and they click over to Booking.com. And they're happy with that experience. And we're fine with
that. We got paid on the click and we helped drive the booking. Other folks, because they're in the habit of booking on TripAdvisor, using our
Instant Book with our stored credit card, will prefer the TripAdvisor option because it's literally fewer clicks to actually finish that booking. No need
to switch. So our wealth of product capabilities here allows us to tailor the experience to what we think that individual traveler is looking for. And
we think that's a great option. So Instant Book on the phone, when it has the better price, it's clearly a better experience than meta because it saved
money. When it's a worse price, you're probably not going to see it a whole lot. And when it's a price parity, the user gets to decide, if you will, and
we make our suggestion in terms of order based upon what we think the user wants to see.

Naved Khan - Cantor Fitzgerald & Co., Research Division - VP and Research Analyst

Okay, that's great. And then quickly on the Non-Hotel side. I think -- and especially on Attractions, I think as previously said, you think of this as a
3- to 5-year sort of investment opportunity, where you actually want to focus on growing the business. And I think we are in year 3 in 2017 and
you're already looking at margins kind of turning positive. Do you think that this business is going to -- is ready to see some margin expansion from
here on? How should we think about it?

Ernst J. Teunissen - TripAdvisor, Inc. - CFO, SVP and Treasurer

Yes, observation correct, Naved, is we had described it as a 3- to 5-year journey. And we are in year 3 and we're seeing profits coming through this
year. We have invested significant amounts of dollars in 2015 and 2016 in growing our supply, but importantly, as Steve noted earlier, in making
all of this bookable supply also available on the TripAdvisor site, where we have most leverage in terms of exposing it to the largest number of
users. And we're now seeing that flywheel of supply, getting supply on, then making it available for all of these TripAdvisor users start to work. And
so this is the first year where we, in aggregate, are profitable for this Non-Hotel segment, which is a great trend, and we believe, in the long term,
will make this segment not just a growing, but a very profitable segment.

Operator

Ladies and gentlemen, this concludes our question-and-answer session for today. So now it's my pleasure to hand the conference back over to Mr.
Steve Kaufer, Chief Executive Officer, for closing comments and remarks. Sir?

Stephen Kaufer - TripAdvisor, Inc. - Co-Founder, CEO, President and Director

Well, thank you, everyone, for joining the call. The first quarter 2017 was a great starting point to the year. We still have a lot of work ahead of us,
but we are making progress on all of our initiatives as we build the best user experience in travel. I want to thank our employees around the globe
for the continued hard work. And we look forward to updating you on our progress next quarter. Thanks.

Operator

Ladies and gentlemen, thank you for your participation on today's conference. This does conclude the program, and you may all disconnect.
Everybody, have a wonderful day.
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