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What the Bleacher Report Acquisition Means 
for User Generated Content M&A
 “I'll tip my hat to the new constitution 
Take a bow for the new revolution…” – The 
Who “Won’t Get Fooled Again” 

When Pete Townshend wrote those words 
lauding the power of the “new” he was 
thinking about substantive political issues – 
can the revolution of new ideas rise up to 
replace the old guard – or, as he laments at 
the end of the song, 

“Meet the new boss, 
Same as the old boss” 

is that triumph a hollow victory as it is 
inevitable that the new ultimately replace the 
role of the old? 

$175MM for a Content Farm? 

Many have argued that the recent 
announcement of the $175mm purchase of 
Bleacher Report by Turner sports (or $200mm 
depending on the source/and or calculation of 

the rumored terms of the transaction) 
represents a “revolution” of sorts in the media 
world - a massive price tag for user-generated 
content “website” where content is created by 
the unwashed masses of 6,000 unpaid, 
amateur contributors.   

Defenders point to the fact that Bleacher is 
adding more paid writers, continues to 
develop standards and education for 
contribution, and is getting into video curating 
through a partnership with Yahoo, as 
examples of how Bleacher Report is growing 
up. 

All of this misses the point.  Bleacher Report 
has value is because it brings together a 
valuable demographic at sufficient scale to be 
of interest to a media giant like Turner.  The 
nature of how that content is generated, while 
certainly disconcerting to professional writers, 
is irrelevant if users keep showing up in 
droves.  Which they do… 
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The above chart shows the visitor numbers for 
Bleacher Report compared to Sports 
Illustrated.  As you can see the ability of 
Bleacher Report to drive traffic outperforms one 
of the biggest names and most valued brands 
in sports media.  Much of this is a function of 
its user-generated content model.   

This model provides Bleacher Report with a 
highly engaged audience generally not found in 
the “traditional professionally generated 
content” media sites.  Much of the potential of 
the digital media is blunted by the traditional 
“periodical model” of user engagement 
employed by these sites – an approach where 
the web is merely different format of distribution 
(via a computer, tablet or phone), and the 
resulting content is not particularly differentiated 
from that which is being delivered via non-
digital means (either through a magazine or 
newspaper). 

What this means is three-fold: 

1. Users are more heavily engaged 
because of the opportunity to actually 
become part of the discussion 
beyond posting comments.  This 
draws valuable, heavily invested (and 
valuable), participants to the site 
which in turns creates a critical mass 
of heavy and passionate users that 
then attract additional participants; 
 

2. The UGC model of engagement lends 
itself well to other manners of 
engagement, including mobile-apps 
and social media, which are rapidly 
growing sources of eyeballs and not 
particularly well suited to the 
traditional arms-length “present and 
consume” model of “professionally 
created” traditional media content.  

 
3. Lastly, the UGC model of user 

engagement is particularly well suited 
to a future that will more and more 
include engaged multi-screen viewing 
(e.g., tablet at the same time as TV, 
etc.) which makes it an interesting 
match with TV-oriented media players 
such as Turner (in the case of sports 
and Bleacher Report). 
 

Valuation 

Bleacher Report certainly doesn’t represent 
the first acquisition of a UGC-oriented 
businesses.  The largest, and most well 
known, being Google’s acquisition of 
YouTube for $1.65B in 2006.  At the time of 
that acquisition comScore clocked YouTube 
as having 72MM unique monthly users and it 
was estimated that YouTube’s 2006 would 
have $15MM in revenue. 

In comparison, Bleacher Report’s $220MM 
price tag for roughly $30MM in projected 
2012 revenues looks like a bargain;  7.3x 
revenues v. YouTube’s price of over 100x.     

Perhaps a better way to look at the value of 
Bleacher Report is on a multiple of user basis.  
YouTube sold for roughly 23x its unique 
monthly user number.  Bleacher sold for 
roughly 26x its 7.5MM user number. 

Another way to look at the value of the user 
generated content would be to compare the 
Bleacher Acquisition to 
TheHuffingtonPost.com a digital property 
which follows a more traditional 
professional/semi-professional curated 
business model.  Huffington had 28MM 
unique visitors for the month of January 2011 
according to comScore. With a EV of 315MM 
that gives EV/Unique Visitors multiple of 
11.3x.   

Based on revenues, however, Huffington 
looks more in line with Bleacher.  Huffington’s 
$31MM in reported revenue for TTM ended 
12/31/10 results in an EV/LTM Revenue of 
10.2x – slightly higher than Bleacher.  Lastly, a 
more recent comp would be the $1B 
acquisition of Chinese video sharing company 
Toudou in March of 2012 for about 12.5x 
trailing revenues, which, while slightly higher 
than Bleacher’s 7.3x. 

 Taken together, what these acquisitions tell 
us, is that based on various valuation metrics, 
the Bleacher Acquisition was in the right 
“ballpark” – pun intended.   
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What the Bleacher Report Acquisition 
Tells Us Bodes for UGC and Traditional 
Media? 

Regardless of your view of the quality and or 
relevance of the content that Bleacher Report’s 
UGC model generates, its popularity cannot be 
denied.  This obviously has attracted 
advertisers, revenues and ultimately the 
attention of serious media players.  Those that 
opine that the value of Bleacher Report will be 
undermined in the long run by the lack of 
professionalism in its content are missing the 
point.  Bleacher Report’s acquisition is yet 
another indicator that UGC is going 
mainstream.   

This should not be a big surprise, as we have 
seen this act play out in TV with the rise and 
mainstreaming of low-cost relatable reality TV 
shows on the back of the fragmentation that 
hundreds of cable TV channels brought to that 
industry starting in the ‘90s.  Those reality 
shows replaced marginal-value, high-cost 
produced TV.  One should not, however, 

assume that the emergence of UGC spells the 
death of high-quality professional media – 
e.g., in the case of sports, ESPN.  The same 
trend also allowed for the niche, high-
production, HBO-style shows that have also 
thrived in the post-cable era.  Much the same 
is occurring over the web – with UGC playing 
that role as the “reality show” spoiler for the 
status quo. 

We believe that Bleacher Report represents a 
first step toward more UGC oriented 
acquisitions. We expect that given the limited 
number of UGC-oriented channels of 
substantive size and the relatively large 
number of potential media suitors out there, 
that those UGC players showing real user 
traction will continue to go for premium 
valuations for the foreseeable future. 
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About Headwaters MB 
 

Headwaters MB is an independently owned, growth investment bank and advisory firm.  Headwaters MB has transacted over $15 billion of 
middle market deals and has over $75 billion of deal experience from its 65 full-time senior professionals.  Headwaters has a national office 
footprint in the United States, headquartered in Denver, with additional offices in Boston, Chicago, New York, Orange County, San 
Francisco & Washington D.C. 

Headwaters MB has a significant international track record; providing our clients with a global reach. 

Our team has generated significant revenue from cross-border transactions, has local advisory partners in 30 countries and the firm has 
been the winner of “Cross Border Deal of the Year”.   

The firm has an established reputation as quality service provider and trusted long-term advisor to clients with a history of process and 
transaction excellence. 
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Our bankers have deep personal experience completing transactions for Digital Media companies, including: 

 
 

FINRA Disclosures  

Disclosure:  Headwaters MB conducts i ts securit ies business through its whol ly owned subsidiary, Headwaters BD.  This report was 
not issued by a research department; rather, i t  was issued by our investment bankers for the purpose of providing informational 
updates related to specif ic industr ies and/or news stor ies.  Headwaters BD research does not provide indiv idual ly tai lored 
investment advice.  The information contained in this report has been obtained from sources deemed to be rel iable but is not 
represented to be complete, and it  should not be rel ied upon as such.  This report does not purport to be a complete analysis of 
any security, issuer, or industry and is not an offer or a sol ic itat ion of an offer to buy or sel l  any securit ies.  This report is prepared 
for general information purposes only and does not consider the specif ic investment object ives, f inancial s ituat ion and part icular 
needs of any indiv idual person or ent ity.  


