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Snapchat's New Business
Summary -

A P R I L  2 1 ,  2 0 2 6

Snap Inc.’s business model is changing. Wall Street has tagged the company as an 
advertising company, which has been the dominant model for most of the company’s 
short time in the public market (9 years). But over the last two years, it has seen growth 
in one segment that is unrelated to advertising and has a marginal cost of selling near 
zero.

Snap+ is the subscription business for Snapchat’s app. I believe that this is the future; 
most tech companies’ dominant revenue today comes from a second business like AWS 
or Windows.

Snap Current Business Model-

Snap Inc currently has advertising as its dominant revenue source. And it has a unique 
offering through its AR filters, as a way to display ads, along with real estate in the apps, 
Maps, and contacts, and through its feed of videos. Snap had 5.9 billion in revenue in 
FY2025. Ads were 87% of revenue.

I view this business as the legacy business, and I expect revenue to still come from it at a 
high rate, but the higher-margin revenue and the growth driver will come from Snap +. 
The reason why the ad business has struggled compared to Meta is structural. Meta has 
products that, with every interaction, give them more data about a user, whereas Snap’s 
core value proposition is how everything is temporary, and they are a messaging 
platform, so there is inherently much less data anyway. Apple’s ATT privacy rules have 
further impacted Snap’s ability to track data, which helps it sell targeted ads, which is 
much harder for Snap than for its competition.

Snapchat + is a subscription service where users get experimental, pre-release, and 
exclusive features.

The pricing looks like this -

Annual Plan - $2.25/mo

Monthly Plan - $4.49/mo

Lens+ - $7.99/mo
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Platinum - $13.49/mo

Family Plan - $6.49/mo

Snap has provided guidance that “direct revenue” will have a 1 billion annualized 
revenue run rate in 2026. The key thing is that the marginal cost to serve the next user 
for this is near zero. The only real cost is the cut they pay through Apple. 

Why this Business Model transfer can work -

Snap has the network effects currently for this transition to work. Advertising is sound, 
it’s just harder for the platform as stucturally the lack of targetted data. The combination 
of both can make Snap a great business, and the stock should recover well.
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