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Description
Salesforce.com provides cloud-based Customer Relationship Management
(CRM) solutions to businesses. It is used for sales, marketing, and customer
support. The company also offers e-commerce analytics, social media tools, and
consulting services for deployment, training, and design, and integration.
2017 segment revenues break out as follows:






Sales Cloud (33.9%): CRM tool (Customer Relationship Management)
Service Cloud (27.5%) : tools for client service and support
Marketing Cloud (12.9%) : tools for customer interactions
Other (18.4%): includes commerce tools, analytical tools, IoT solutions,
etc.
Professional services (7.3%): consulting services for deployment,
training, and design, and integration
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Sector
Industry
Mkt Cap ($bn)

Information Technology
Software & Services
85.0

Price
1Y Range
200 D Histo Volatility

116.10
83.00 - 128.87
21%

(in USD MM)

Revenue
EBITDA
EBITDA Margin
1 Year Fwd. P/E
Dividend Yield

10'480
988
9.4%
52.0
0.00%

5 Year Price Action
146
126

Recent Developments

106





Acquired e-Commerce platform Demandware in 2017 and Mulesoft, a
provider of PaaS (Platform as a Service) solutions, in March 2018.
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4Q earnings showed strong results and billings growth. CEO Marc
Benioff stated this was “perhaps our best quarter ever.” Q1 billing
guidance was below expectations, though.
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Investment Case
Salesforce.com continues to deliver strong billings growth and faces ample
room to grow via international development and an expanding product
ecosystem. Valuation is high (low 50s 1-year forward P/E) but decreasing, as topline continues to grow and margins improve.
The main risk to stock price is a deceleration in billings growth, the most closelywatched metric.
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SWOT Analysis
Strengths









Extensive CRM offering: sales, marketing, customer
support, social media
First-mover, innovator, disruptor and leader in digital
transformation
Scalable business
Large customer base across various industries
Flexible subscription offering that allows for a variety of
customers from small businesses to large enterprises
Strong sales force
Consolidates the industry, expands its ecosystems
Strong leadership with CEO Marc Benioff

Opportunities









Secular shift in the corporate world to cloud-based
software
Large addressable market
International expansion
Further expansion of its ecosystem. Cross-selling and
deeper penetration of existing customer base
Improving profitability
Increase use of Artificial Intelligence in its solutions
(Einstein)
PaaS solutions following Mulesoft acquisition
Growth of IaaS (Infrastructure as a Service) led by
partners Amazon and Alphabet

Weaknesses












Strong competition (Oracle, Microsoft, SAP, etc.)
Generates most of its revenues in the US
Lost money from 2012 to 2016
Customer are mostly B2B, lacks competitiveness in B2C
solutions
Highest price offering in the industry
Slowing topline growth
Lower margins that legacy software companies
High SMB (Small and Medium Businesses) acquisition cost
Dependent on third party for infrastructure
High stock-based compensation
Annual revenue remains below the $10Bn mark

Threats







Competition is intensifying as legacy vendors are
migrating to the cloud
Rising marketing costs and headcount
Faster than expected deceleration in billing growth
Expensive acquisitions, negative impact on margin
(Mulesoft)
Hacking and data privacy
Higher cost of acquiring news business in international
markets than in the US
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Disclaimer
Investment research – Risk information: USS researches are prepared and published by Union Securities Switzerland SA (regulated by FINMA in Switzerland)
“USS”.
The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment research.
This material is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or other specific product.
Certain services and products are subject to legal restrictions and cannot be offered worldwide on an unrestricted basis and/or may not be eligible for sale to
all investors. All information and opinions expressed in this material were obtained from sources believed to be reliable and in good faith, but no representation
or warranty, express or implied, is made as to its accuracy or completeness (other than disclosures relating to USS). All information and opinions as well as any
forecasts, estimates and prices indicated are current as of the date of this report, and are subject to change without notice. The market prices provided in
performance charts and tables are closing prices on the respective principal stock exchange. The analysis contained herein is based on numerous assumptions.
Different assumptions could result in materially different results. Opinions expressed herein may differ or be contrary to those expressed by other business
areas or divisions of USS as a result of using different assumptions and/or criteria.
In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values")) be used for any
of the following purposes (i) valuation or accounting purposes; (ii) to determine the amounts due or payable, the price or the value of any financial instrument
or financial contract; or (iii) to measure the performance of any financial instrument including, without limitation, for the purpose of tracking the return or
performance of any Value or of defining the asset allocation of portfolio or of computing performance fees. By receiving this document and the information you
will be deemed to represent and warrant to USS that you will not use this document or otherwise rely on any of the Information for any of the above purposes
or otherwise rely upon this document or any of the information.
Opinions expressed herein may differ or be contrary to those expressed by other business areas or divisions of USS, as a result of using different assumptions
and/or criteria. USS and any of its directors or employees may be entitled at any time to hold long or short positions in investment instruments referred to
herein, carry out transactions involving relevant investment instruments in the capacity of principal or agent, or provide any other services or have officers,
who serve as directors, either to/for the issuer, the investment instrument itself or to/for any company commercially or financially affiliated to such issuers. At
any time, investment decisions (including whether to buy, sell or hold securities) made by USS and its employees may differ from or be contrary to the opinions
expressed in USS research publications. Some investments may not be readily realizable since the market in the securities is illiquid and therefore valuing the
investment and identifying the risk to which you are exposed may be difficult to quantify. USS relies on information barriers to control the flow of information
contained in one or more areas within USS, into other areas, units, divisions or affiliates of USS. Futures and Options trading is not suitable for every investor as
there is a substantial risk of loss, and losses in excess of an initial investment may occur. Past performance of an investment is no guarantee for its future
performance. Additional information will be made available upon request. Some investments may be subject to sudden and large falls in value and on realization
you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on the price, value
or income of an investment. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other
constituencies for the purpose of gathering, synthesizing and interpreting market information. Tax treatment depends on the individual circumstances and may
be subject to change in the future. USS does not provide legal or tax advice and makes no representations as to the tax treatment of assets or the investment
returns thereon both in general or with reference to specific client's circumstances and needs. We are of necessity unable to take into account the particular
investment objectives, financial situation and needs of our individual clients and we would recommend that you take financial and/or tax advice as to the
implications (including tax) of investing in any of the products mentioned herein. This material may not be reproduced or copies circulated without prior
authority of USS. Unless otherwise agreed in writing USS expressly prohibits the distribution and transfer of this material to third parties for any reason. USS
accepts no liability whatsoever for any claims or lawsuits from any third parties arising from the use or distribution of this material. This report is for distribution
only under such circumstances as may be permitted by applicable law. Forecasts and estimates are current only as of the date of this publication and may change
without notice. USS manages conflicts and maintains independence of its investment views and publication offering, and research and rating methodologies.
Additional information on the relevant authors of this publication and other USS publication(s) referenced in this report; and copies of any past reports on this
topic; are available upon request from your sales representative.
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager or an External
Financial Consultant, USS expressly prohibits that it is redistributed by the External Asset Manager or the External Financial Consultant and is made available
to their clients and/or third parties.
Important notice USA: This document is not intended for distribution into the US, and/or to US persons, by USS personnel.

