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eBay Inc. Announces Second Quarter 2001 Financial Results

● Record Quarterly Net Revenues of $180.9 million -- 
● Pro Forma EPS of $0.12 -- 
● Raising 2001 Net Revenue and EPS Guidance --  

San Jose, CA, July 19, 2001 – eBay Inc. (NASDAQ: EBAY; www.ebay.com), the world’s largest online trading community, 
reported financial results for its second quarter ended June 30, 2001. 

eBay reported consolidated net revenues of $180.9 million in the second quarter of 2001, representing an 84% increase over 
the $98.2 million generated in the same period last year. Consolidated net income for the quarter was $24.6 million, or $0.09 
per diluted share. eBay’s pro forma consolidated net income, excluding certain charges was $33.5 million, or $0.12 per diluted 
share. 

“It’s clear that our business has excellent momentum,”  said Meg Whitman, President and CEO of eBay. “We’re seeing 
sustained growth across categories, trading formats, and in our international operations.”   

Key financial and operating metrics: 

Online Net Revenues – eBay reported online net revenues of $170.0 million, representing 92% year over year growth and 15% 
sequential growth from the $88.6 million reported in Q2-00 and $147.4 million reported in Q1-01, respectively. 

Gross Profit – eBay reported gross profit totaling $148.0 million or 82% of net revenues during the quarter, compared to a 75% 
gross profit in Q2-00. 

Pro Forma Net Income – eBay’s pro forma net income, which excludes certain charges, was $33.5 million, or $0.12 per diluted 
share. This represents a 235% increase over Q2-00 pro forma net income of $10.0 million. 

Gross Merchandise Sales – eBay users transacted a record $2.25 billion in GMS during the second quarter, representing 74% 
year over year and 14% quarter over quarter increases from the $1.29 billion reported in Q2-00 and the $1.98 billion reported 
in Q1-01, respectively. eBay’s German and UK sites transacted $193 million and $42 million in GMS, representing 20% and 
36% sequential growth, respectively. 

Registered Users – eBay added more than 4.4 million users during the quarter to end Q2-01 with 34.1 million registered users. 
Excluded from this number are 3.1 million registered users from iBazar. Going forward, iBazar users will be included as the 
respective country sites are integrated into the eBay platform. These 34.1 million registered users represent a 15% increase 
over Q1-01 and a 116% increase over Q2-00. Based on total sales and marketing expense, the average cost per registered 
user acquired during the quarter was approximately $14. Germany and the UK ended Q2-01 with 2.6 million and 534,000 
users, respectively. 

Listings – eBay hosted 98.7 million listings during the quarter, representing 58% year over year growth and 11% sequential 
quarterly growth. Listings from the German and UK sites totaled 10.4 million and 2.4 million, respectively. 

Key execution highlights: 

iBazar S.A. – Completed the acquisition of iBazar S.A., the European pioneer in online trading, on May 18.  

International Growth – eBay’s international business continued to demonstrate outstanding performance, as net revenues from 
international operations contributed 14% of Q2-01 consolidated net revenues, up from 12% in Q1-01. International growth was 
driven by strong performances in the Company’s more established markets, including Germany, Canada and the United 
Kingdom. 

Half.com and Buy It Now – Launched an expanded Half.com fixed price platform, including millions of new items across four 
main categories: computers, consumer electronics, sporting goods, and trading cards. Half.com ended the quarter with over 50 
million items available for sale. Buy it Now, an option that allows buyers to instantly buy an auction item, continued to gain 



traction and as of June was offered on approximately 35% of listings. Gross merchandise sales from Half.com and Buy It Now 
represented 11% of total GMS in Q2-01. 

eBay Stores – Launched eBay Stores on June 11, introducing a new shopping experience that makes it easier and more 
exciting to participate in auction-style or fixed-price trading. Approximately 18,000 merchants have signed up for the initial pilot 
program. 

Online Payments – The Billpoint online payment service continued to see increasing adoption rates across the eBay platform, 
which drove an 81% sequential increase in transactions completed with the service. 

Online Advertising Revenues – Revenues from third party advertisers increased to 10% of net revenues vs. 8% in Q1-01 
demonstrating the early success of our strategic relationship with AOL Time Warner, our exclusive partner for selling online 
advertising on eBay. 

Technology Infrastructure –Completed migration of the eBay site database structure to a distributed environment. Delivered a 
record amount of change to site architecture and features, while handling high levels of traffic. At the same time, achieved 
record site availability, with Q2-01 uptime in excess of 99%. 

Terra Lycos Alliance – Formed a multi-year agreement with Terra Lycos to integrate all of eBay’s item listings and categories 
into the Lycos Auctions destination. 

Antiques Roadshow – On May 15, the Company announced its sponsorship of “Antiques Roadshow,”  PBS’s most-watched 
prime-time series with 15 million weekly viewers. 

Financial and Operating Summary 

The sequential increase in eBay’s net revenues was broad-based, including better-than-expected performance in the U.S. 
business, after taking into account expected seasonality, robust international growth, a seasonally strong quarter at 
Butterfields, continued growth in eBay Motors, revenue growth in the Billpoint and fixed price businesses, and continued 
success in the expansion of third party advertising and end-to-end service and promotion revenues. The Company reported 
online net revenues of $170.0 million, representing a 92% year over year increase. Net revenues from eBay’s off-line segment 
increased to $10.9 million in Q2-01, as compared to the $9.5 million in the Q2-00. 

Gross margins as a percentage of net revenues held steady with the prior quarter at 82%, as productivity improvements 
resulting in U.S. customer support and cost management in site operations were offset by investments in our international site 
operations and customer support environments. Sales and marketing expenses increased on an absolute basis to $60.1 million 
but decreased as a percentage of net revenues to 33% in Q2-01 from 36% in Q1-01 and 38% in Q2-00. Product development 
costs increased to $17.7 million, or approximately 10% of net revenues in Q2-01, consistent with Q1-01, but down from 14% of 
net revenues in Q2-00. General and administrative costs increased to $25.6 million, or about 14% of revenues, consistent with 
Q1-01, but down from 21% in Q2-00. Net interest and other income totaled $9.2 million in Q2-01. 

eBay recorded a consolidated tax provision of $21.3 million, representing a 46% effective tax on Q2-01 consolidated pre-tax 
income. The increase in the effective rate results from the amortization of goodwill components that are not deductible for tax 
purposes. 

eBay’s balance sheet remains very strong as the company ended the quarter with consolidated assets of approximately $1.5 
billion, including $923 million in aggregate cash and investments. 

Cash flows generated from operations were about $69 million. Of this, $21 million is derived from tax benefits on stock option 
exercises, up from about $13 million in Q1-01. About $48 million in cash was generated from general business operations. 
Total capital expenditures were $18 million in the quarter, resulting in a strong positive free cash flow of $51 million in the 
quarter. 

Business Outlook 

With strong second quarter momentum from its U.S. and international businesses combined with expected continued growth in 
its newer businesses, including fixed price trading, Billpoint online payments and eBay Motors, eBay now believes that 
consolidated net revenues in the second half of 2001 could be as much as $15-$30 million higher than previously indicated, or 
as much as $385-$400 million for the remainder of 2001. Given eBay’s pattern of seasonality, management also expects that 
sequential revenue growth in Q3-01 will be lower than that experienced in Q2-01. 

Gross margins are expected to remain above 80% for the balance of the year, even as the company continues its investments 
in technology, customer support and acquisition integration. eBay continues to execute on a strategy that balances bottom-line 



returns with investments in long-term growth. Accordingly, management expects that pro forma diluted earnings per share over 
the next two quarters could be as much as $0.01-$0.02 higher than current consensus expectations, or as much as $0.21-
$0.22 for the remainder of 2001. 

About eBay 

eBay is the world’s online marketplace tm. Founded in 1995, eBay created a powerful platform for the sale of goods and 
services by a passionate community of individuals and businesses. On any given day, there are millions of items across 
thousands of categories for sale on eBay, as well as on Half.com, eBay’s site dedicated to fixed price trading. eBay enables 
trade on a local, national and international basis with customized sites in markets around the world. 

Forward Looking Statements 

This announcement contains forward-looking statements that involve risks and uncertainties, including those relating to the 
Company’s ability to grow its business and user base. Actual results could differ materially from those discussed. Factors that 
could cause or contribute to such differences include, but are not limited to, the Company’s need to manage both an 
increasingly broad range of businesses and significant growth, to deal with the increasingly competitive environment for online 
trading, to manage regulatory and litigation risks, to maintain site stability and to continue to expand its model outside of the 
U.S., as well as the timing and commercial success of new features and functions added to the Company’s sites, the price and 
demand for advertising offered by the Company, the success of the Company’s commercial partners and the costs of 
announced and prospective joint ventures, acquisitions and other commercial transactions. More information about potential 
factors which could affect the Company’s business and financial results is included in the Company’s Annual Report on Form 
10-K for the period ended December 31, 2000, the Company’s Quarterly Report on Form 10-Q for the period ended March 31, 
2001, and under the heading “Risk Factors”  included in the Company’s Registration Statement on Form S-3 filed June 1, 2001. 
All forward-looking statements are based on information available to the Company on the date hereof, and the Company 
assumes no obligation to update such statements. 






