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Uber considers buying Grubhub, according
to newspaper report (Update)

May 12 2020

In this Nov. 6, 2019, file photo, a restaurant advertises Uber Eats in the Coconut
Grove neighborhood in Miami. The Wall Street Journal reports that Uber is
considering acquiring Grubhub in a deal that would give the companies control
over a majority of the U.S. food delivery business. Citing anonymous sources,
the newspaper says Uber approached Grubhub earlier this year with an all-stock
takeover offer. (AP Photo/Lynne Sladky, File)
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Uber is considering acquiring Grubhub in a deal that would give the
companies control over a majority of the U.S. food delivery business,
according to published reports.

Ride-sharing and food delivery giant Uber Technologies Inc. approached
Grubhub Inc. earlier this year with an all-stock takeover offer, The Wall
Street Journal reported Tuesday, citing sources. The two companies are
continuing to discuss the combination, and Uber's board will consider it
in the coming days.

Uber and Grubhub declined to comment on the report when contacted
by The Associated Press.

Combined, Uber Eats and Grubhub would control 55% of the U.S. food
delivery market, according to Dan Ives, an analyst with Wedbush
Securities. DoorDash, their chief competitor, controls around 35% of the
market.

"Clearly this would be an aggressive move by Uber to take out a major
competitor on the Uber Eats front and further consolidate its market
share position, especially as the COVID-19 pandemic continues to shift
more of a focus to deliveries versus ride-sharing in the near term," Ives
wrote in a note to investors.

Food delivery companies have had difficulty turning a profit despite
rising demand for their service, partly because fierce competition has
forced them to offer deals and keep prices low. The companies have also
waived fees for struggling restaurants during the pandemic.

Uber said last week that revenue in its Uber Eats meal delivery business
grew 53% to $819 million in the first quarter, but it reported a $313
million adjusted loss for the division. Grubhub's first-quarter revenue
rose 12% to $363 million, but it reported a net loss of $33.4 million.
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Tom Forte, an analyst with Davidson, said the pandemic will likely
expand the size of the food delivery market, perhaps permanently. That
makes Grubhub particularly attractive to Uber now, Forte said, but it
also makes it more likely that Grubhub will hold out for a better price or
remain independent.

Forte said a combination of the two companies would likely receive
close scrutiny from regulators, especially since the restaurant industry is
struggling during the pandemic. U.S. restaurant sales were down 43% the
week of April 12, but have picked up slightly since then, according to
NPD Group.

Grubhub shares shot up 37% to $64.22 in midday trading, while Uber's
shares were up 6% to $33.56.

© 2020 The Associated Press. All rights reserved. This material may not
be published, broadcast, rewritten or redistributed without permission.
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