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Wix.com: 

Wix.com (WIX), you don’t need to be a computer whiz to have a cool website.  The company offers an 

affordable web development platform for small business owners and entrepreneurs to create professional-

quality websites.  Its drag-and-drop editing tool features templates, graphics, image galleries, and fonts, 

while its App Market offer more than 300 different apps, such as social plug-ins, online marketing and CRM 

tools, contact forms, and e-commerce capabilities.  Altogether WIX counts 180 million registered users in 

about 190 countries of which nearly 700,000 of those users pay at least $30 a month. 

 

What COVID Taught Small Business: 

Prior to COVID many small businesses (SMB) relied on foot traffic, traditional advertising, high capacity 

utilization, and “regular” customers.  However, all these businesses as well as large corporations now face 

social distancing guidelines and consumer fears of being in an enclosed building.  The usual means of 

business are no longer a reality and have most likely changed for the foreseeable future.  This has forced US 

and International firms to rethink how to engage with customers.  This is especially the case for retailers, 

restaurants, casinos, airlines, grocers, and jewelers.    

 

While large corporations may have the IT expertise to quickly build a website or modernize the current 

website, a SMB owner that sells flowers does not.  This is where WIX steps in and provides a near limitless 

supply of resources to not only build a sophisticated website, but a website that can operate an e-commerce 

marketplace.  In addition, SMBs have to contend with a host of variables when choosing a website builder: 

 

 Ease of Use – This should provide the average person the ability to manipulate the website at their 

discretion without spending hours on the change. 

 Templates & Themes – Whether a manufacturing business or a masseuse, the template and theme 

of the website needs to match the business.  Thus, thousands of templates and pictures must be 

available to meet the needs of all SMB. 

 Customization – The themes and templates provided should be easily manipulated for the SMB to 

put its own spin on the website. 

 E-commerce – Most SMBs need the sophistication of not only selling its product online, but also the 

ability to handle payments, calculate taxes and shipping, and even build an entire online store for 

shopping. 

 Form Builder – Any question and/or customer information needs to be easily input into the website 

and rolled up to the SMB.  This not only serves as a contact for the business, but also the ability to 

follow up with the prospect. 

 Blogging – Some SMBs engage in blogging to highlight new products and/or managing comments on 

the website. 

 Social Media Functionality – Any website builder needs to have live connections with FaceBook, 

Twitter, Instagram, Pinterest, etc.  This will create a holistic presence of the SMB across all forms of 

modern advertising. 

 Website Analytics – All clicks and searches revolving around the website need to be analyzed to help 

refine what is resonating and what is not.  This provides the SMB the ability to further customize the 

website to garner more traffic or a certain kind of clientele.  
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This is, but a fraction of the variables that must be considered in an increasingly digitized world.  Fortunately, 

WIX provides a solution for all the variables considered and even more. 

 

WIX starts the process for any SMB or corporation with WIX Editor, WIX ADI, or WIX Corvid.  WIX Editors, 

provides thousands of templates for the builder to choose from and have full discretion on how to design 

their website.  WIX ADI is simply a survey that a website builder answers and WIX builds the website for you.  

WIX Corvid is an open development platform that provides the website builder the ability to construct their 

website from scratch (proprietary code).  Thus, WIX offers a suite of builders that cover the most naïve to the 

most sophisticated builder. 

 

Fortunately it does not stop there as WIX also offers the following: 
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All these features come from WIX’s proprietary App Market.  Thus, these specific apps to help with digital 

stores, online booking, content distribution, ticket sales, and online ordering can only be found on WIX.    This 

serves to highlight that regardless of the type of business, WIX has you covered in terms of online presence.  

Even more importantly WIX provides SEO analytics.  SEO (Search Engine Optimization) is the process of 

improving the quality and quantity of website traffic from search engines, i.e. Google.   

 

The Players 

The growth expected from website builders is not a surprise and COVID has only accelerated this trend.  With 

that being said, competition among the website builders is cutthroat and will force WIX and its peers to 

accelerate spending on CAPEX as well as R&D.  Fortunately a host of 3rd party reviews from small business to 

technology experts exist.  

 

                      Source 
Rankings 

Techradar.pro Quicksprout SitebuilderReport Business.org 

1) HostGator WIX SquareSpace WIX 

2) WIX Wordpress Shopify SquareSpace 

3)  SquareSpace Zyro WIX Weebly 

4) Weebly SquareSapce Weebly GoDaddy 

5) 1&1 IONOS Ucraft GoDaddy WordPress 
The rankings are fairly similar across the board with WIX, SquareSpace, and Weebly fairly consistent across all 

3rd party sources.  

 

 WIX SquareSpace 

Ease of Use Employ a simple drag a drop 
menu for backgrounds, pictures, 

and text. 

Employ a drag a drop menu for 
backgrounds, pictures, and text.  

However, less flexibility and 
theme choice. 

SEO Customize every page to ensure 
maximum SEO results. 

Limited customization that 
requires more computer coding 

to maximize SEO. 

Blogging Basic features. Sophisticated platform for any 
sort of blogger.  
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Additional Apps Over 300 proprietary apps to help 
any business from photography 

to restaurants. 

Apps must be coded and created. 

Customer Support Both live and chat support. Both live and chat support. 

E-commerce Accepts an assortment of 
payments with no transaction fee 

along with tax and shipping 
calculator. 

Accepts an assortment of 
payments, but with transaction 

fees and no tax or shipping 
calculator. 

Email Marketing/Social Media Website can create mass emails 
as well as integrate with social 

media – FaceBook, Twitter, etc. 

Website can create mass emails 
as well as integrate with social 

media – FaceBook, Twitter, etc. 

Value $14/month (Personal) & 
$23/month (Business) 

$16/month (Personal) & 
$26/month (Business) 

  

Outside of blogging, WIX stands out relative to SquareSpace in all regards.       

 

 WIX Weebly 

Ease of Use Employ a simple drag a drop 
menu for backgrounds, pictures, 

and text. 

Employ a drag a drop menu for 
backgrounds, pictures, and text.  

However, less flexibility and 
theme choice. 

SEO Customize every page to ensure 
maximum SEO results. 

Customize every page to ensure 
maximum SEO results. 

Blogging Basic features. Basic features.  

Additional Apps Over 300 proprietary apps to help 
any business from photography 

to restaurants. 

Over 300 proprietary apps to help 
any business from photography 

to restaurants. 

Customer Support Both live and chat support. Both live and chat support. 

E-commerce Accepts an assortment of 
payments with no transaction fee 

along with tax and shipping 
calculator. 

Accepts an assortment of 
payments, but with transaction 

fees and no tax or shipping 
calculator. 

Email Marketing/Social Media Website can create mass emails 
as well as integrate with social 

media – FaceBook, Twitter, etc. 

Website can create mass emails 
as well as integrate with social 

media – FaceBook, Twitter, etc. 

Value $14/month (Personal) & 
$23/month (Business) 

$9/month (Personal) & 
$26/month (Business) 

 

The difference between WIX and Weebly is a lot closer, but WIX comes out slightly ahead as the e-commerce 

platform is more robust as well as the overall website itself.  Weebly does have some cheaper options that 

come with incremental costs but given the overall low price for all website builders this is less important. 

 

WIX’s Profile 

With the backdrop of COVID forcing more and more business to shift to e-commerce, consumers will 

increasingly come to rely on e-commerce.  This shift was already underway and the virus has only accelerated 

the trend and forced merchants to adopt or face an incredibly uncertain future.   
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As of 2019, only 16% of retail sales took place via e-commerce.  This comes despite some of the biggest firms 

in the world leading with e-commerce.  The jury is still out on how quickly the virus will accelerate this trend, 

but with a mix of 84/16 serves to highlight that the overall market for e-commerce has room to grow.   

   
Zeroing in on WIX paints an even more attractive picture when considering the underlying fundamentals of 

the firm.  Annual reoccurring revenue (ARR) is growing at 24% and indicates that not only is WIX adding new 

customers, but these new and existing customers are paying a higher and higher rate to the firm.  This is 

most likely a function of firms expanding their relationship from a Personal tier to a Business tier as e-

commerce, SEO, API, and social media integration take center stage.   

 
The growth in the average subscription at the customer level is even more apparent when analyzing the past 

40 quarters.  Every single year over the past 10 years sees a higher and higher monetization rate.  WIX is 
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collecting a 72% premium in 10% the time when comparing Q1 2020 customers to Q1 2010.  This not only 

serves as evidence the firm is gaining more and more traction, but their service is becoming more and more 

important for customers.     

 
The last thing to mention on WIX’s fundamentals is that of cash flow.  If WIX does not accrue any new 

customers, the existing cohort of customers are expected to generate $9.2B in revenue over the next 8 years.  

This is even more impressive when considering the actual revenue of the firm over the preceding 10 years is 

$2.6B.        

 
 

Bringing all this together yields a market that is set to grow from COVID.  Even after a vaccine is distributed, 

e-commerce is here to stay and will face little in terms of a headwind.  In addition, e-commerce is not even 

20% of the overall market and sets the stage for a tailwind in general that WIX will benefit.  Lastly, WIX has 
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demonstrated over a prolonged period of time the ability to generate cash flow all the while boosting ARR 

and monetization.   

 

Equity & Fundamental Analysis: 
 
History highlights a firm that has been on an app development binge.  This has resulted in elevated CAPEX 

over the preceding years, but has awarded WIX the ability to service all SMB.  This now has set the stage for 

the firm to enjoy a prolonged period of growth with less CAPEX than it’s recent history.  

 

In seeking to make this a base projection, yet be cognizant of the resulting growth, margins are expected to 

drag.  This drag is a result of management boosting R&D expense by a factor of 2x over the coming 5 years in 

conjunction with SG&A rising by a factor of 2.2x.  This escalation in expense is to cover management’s 

aggressive advertising campaign as well as historic trend to develop apps in house.  However, this will 

ultimately serve to benefit the firm in terms of scale as margins will quickly turn positive.   

 

Product Projections

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Revenue $142 $204 $290 $426 $604 $761 $982 $1,217 $1,491 $1,790 $2,130 $2,502 $2,903 $3,338 $3,806 $4,281

  Web Development Platform $142 $204 $290 $426 $604 $761 $982 $1,217 $1,491 $1,790 $2,130 $2,502 $2,903 $3,338 $3,806 $4,281

Market Share

  Web Development Platform 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Growth Rates

Revenue 224.49% 43.51% 42.56% 46.71% 41.85% 26.07% 29.00% 24.00% 22.50% 20.00% 19.00% 17.50% 16.00% 15.00% 14.00% 12.50%

  Web Development Platform 224.49% 43.51% 42.56% 46.71% 41.85% 26.07% 29.00% 24.00% 22.50% 20.00% 19.00% 17.50% 16.00% 15.00% 14.00% 12.50%

CAPEX -$61 -$29 -$8 -$115 -$288 -$244 -$22 -$37 -$45 -$54 -$59 -$66 -$74 -$82 -$89 -$96

Depreciation $3 $6 $5 $8 $12 $17 $17 $18 $20 $23 $24 $26 $27 $28 $30 $31

Sales/CAPEX – – – 27.00% 47.64% 32.06% 2.25% 3.00% 3.00% 3.00% 2.75% 2.65% 2.55% 2.45% 2.35% 2.25%

CAPEX/Depreciation – – – 7.31% 4.00% 6.84% 75.00% 50.00% 45.00% 42.50% 41.00% 39.00% 36.00% 34.50% 33.00% 32.00%

Historic Projection

Income Statement

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Revenue $142 $204 $290 $426 $604 $761 $982 $1,217 $1,491 $1,790 $2,130 $2,502 $2,903 $3,338 $3,806 $4,281

Cost of Goods $26 $35 $45 $69 $127 $197 $304 $390 $470 $555 $639 $713 $798 $876 $970 $1,049

Gross Revenue $116 $169 $245 $356 $477 $564 $677 $828 $1,022 $1,235 $1,491 $1,789 $2,105 $2,462 $2,835 $3,232
  Gross Margin 81.59% 82.80% 84.38% 83.69% 78.98% 74.13% 69.00% 68.00% 68.50% 69.00% 70.00% 71.50% 72.50% 73.75% 74.50% 75.50%

SG & A $111 $134 $178 $244 $297 $377 $511 $609 $686 $752 $820 $888 $958 $1,026 $1,094 $1,156

R & D $58 $78 $105 $154 $199 $251 $304 $377 $447 $501 $554 $601 $653 $701 $761 $813

Other Operating $2 ($4) ($3) ($9) ($3) ($3) ($2) ($2) ($1) $0 $0 $0 $0 $0 $0 $0

EBITDA ($55) ($39) ($36) ($33) ($16) ($61) ($135) ($156) ($110) ($18) $117 $300 $493 $734 $980 $1,263
  EBITDA Margin -38.72% -19.16% -12.44% -7.75% -2.70% -8.01% -13.75% -12.85% -7.40% -1.00% 5.50% 12.00% 17.00% 22.00% 25.75% 29.50%

Depreciation & Amoritization $3 $6 $5 $8 $12 $17 $17 $18 $20 $23 $24 $26 $27 $28 $30 $31

EBIT -$58 -$45 -$41 -$41 -$28 -$78 -$152 -$175 -$130 -$41 $93 $274 $467 $706 $950 $1,232
  EBIT Margin -40.69% -21.92% -14.27% -9.73% -4.60% -10.21% -15.44% -14.35% -8.75% -2.28% 4.37% 10.97% 16.08% 21.15% 24.97% 28.78%

Interest Expense $0 $0 $0 $6 -$8 -$18 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Other Abnomral Losses -$4 $4 $2 $7 $14 $24 -$5 $0 $0 $0 $0 $0 $0 $0 $0 $0

EBT -$54 -$49 -$44 -$55 -$34 -$84 -$147 -$175 -$130 -$41 $93 $274 $467 $706 $950 $1,232

Tax Expense $3 $3 $3 $1 $3 $3 $0 $0 $0 $0 $0 $0 $0 $106 $143 $185

Net Income ($57) ($52) ($47) ($56) ($37) ($86) ($147) ($175) ($130) ($41) $93 $274 $467 $600 $808 $1,047

SG & A Expense (% Sales) 78.07% 65.80% 61.43% 57.38% 49.20% 49.52% 52.00% 50.00% 46.00% 42.00% 38.50% 35.50% 33.00% 30.75% 28.75% 27.00%

R & D Expense (% Sales) 40.76% 38.13% 36.33% 36.09% 32.95% 32.95% 31.00% 31.00% 30.00% 28.00% 26.00% 24.00% 22.50% 21.00% 20.00% 19.00%

R & D Expense (% Sales) 1.48% -1.97% -0.93% -2.02% -0.46% -0.33% -0.25% -0.15% -0.10% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Effective Tax Rate (% EBT) -5.79% -5.75% -7.08% -2.36% -9.47% -3.10% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 15.00% 15.00% 15.00%

Historic Projection
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Typically firms that are experiencing a high degree of growth face weak cash flow and/or elevated debt.  

However, this could not be further from the truth with WIX.  Debt as a percentage of capital is less than 10% 

while cash exceeds debt, creating a negative net debt position.  The subscription model of the firm coupled 

with a growing client base not only provides a significant cash flow, but a stable cash flow not dependent on 

new software or hardware. 

Cash Flow Statement

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

EBIT -$58 -$45 -$41 -$41 -$28 -$78 -$152 -$175 -$130 -$41 $93 $274 $467 $706 $950 $1,232

Tax Expense (-) 15% $3 $3 $3 $1 $3 $3 $0 $0 $0 $0 $0 $0 $0 $106 $143 $185

Depreciation, Amoritization & Provision (+) $3 $6 $5 $8 $12 $17 $17 $18 $20 $23 $24 $26 $27 $28 $30 $31

Change in Net Working Capital (-) -$53 -$67 -$82 -$131 -$141 -$219 -$275 -$300 -$325 -$225 -$150 -$100 -$175 -$225 -$200 -$200

Capital Expenditures (+) -$61 -$29 -$8 -$115 -$288 -$244 -$22 -$37 -$45 -$54 -$59 -$66 -$74 -$82 -$89 -$96

Operating Cash Flow -$66 -$4 $35 -$18 -$166 -$88 $118 $107 $170 $153 $209 $334 $594 $772 $948 $1,182

Outstanding Debt: Principal Payments Year Size (M)

Sr. Unsecured CONVERT Due Jul. 1, 2023  2023 450 $450 $450 $450 $450 $0 $0 $0 $0 $0 $0

Sr. Unsecured CONVERT Due Aug. 15, 2025  2025 575 $575 $575 $575 $575 $575 $575 $575 $575 $575 $575

New Debt: Issuance 10 Tenor:

Sr. Unsecured Due 2028 1 0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Sr. Unsecured Due 2029 2 0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Sr. Unsecured Due 2030 3 0 $0 $0 $0 $0 $0 $0 $0 $0

Sr. Unsecured Due 2031 4 0 $0 $0 $0 $0 $0 $0 $0

Sr. Unsecured Due 2032 5 0 $0 $0 $0 $0 $0 $0

Sr. Unsecured Due 2033 6 0

Sr. Unsecured Due 2034 7 0

Sr. Unsecured Due 2035 8 0

Sr. Unsecured Due 2036 9 0

Sr. Unsecured Due 2037 10 0

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Total Debt $1,025 $1,025 $1,025 $1,025 $575 $575 $575 $575 $575 $575

Outstanding Debt: Interest Payments Coupon

Sr. Unsecured CONVERT Due Jul. 1, 2023 0.00% 450 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Sr. Unsecured CONVERT Due Aug. 15, 2025 0.00% 575 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

New Debt Interest Payments Year

Sr. Unsecured Due 1 0.00% 0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Sr. Unsecured Due 2 4.25% 0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Sr. Unsecured Due 3 4.88% 0 $0 $0 $0 $0 $0 $0 $0 $0

Sr. Unsecured Due 4 5.25% 0 $0 $0 $0 $0 $0 $0 $0

Sr. Unsecured Due 5 5.50% 0 $0 $0 $0 $0 $0 $0

Current Total Interest Expense $0 $0 $0 $6 ($8) ($18) $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Debt Tax Shield 15% $0 $0 $0 $1 -$1 -$3 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Free Cash Flow ($66) ($4) $35 ($24) ($159) ($73) $118 $107 $170 $153 $209 $334 $594 $772 $948 $1,182

Base Total Interest Expense $0 $0 $0 $6 ($8) ($18) $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Potential Debt Tax Shield 15% $0 $0 $0 $1 ($1) ($3) $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Base Free Cash Flow ($66) ($4) $35 ($24) ($159) ($73) $118 $107 $170 $153 $209 $334 $594 $772 $948 $1,182

Dividend $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Share Repurchase $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Non-Guaranteed Equity Payments $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Maturity Schedule

Sr. Unsecured CONVERT Due Jul. 1, 2023 450 $0 $0 $0 $450 $0 $0 $0 $0 $0 $0

Sr. Unsecured CONVERT Due Aug. 15, 2025 575 $0 $0 $0 $0 $0 $575 $0 $0 $0 $0

Retired Debt $0 $0 $0 $0 $0 $575 $0 $0 $0 $0

FCF - Obligations and Non-Guaranteed $118 $107 $170 $153 $209 $334 $594 $772 $948 $1,182

Debt Retirement Cash Limit $0 $0 $0 $0 $0 $575 $0 $0 $0 $0

Cash Balance $1,538 $250 $1,656 $1,763 $1,933 $2,086 $2,295 $2,054 $2,648 $3,420 $4,368 $5,550

Base Capital Raise $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

EBITDA/Interest Expense #DIV/0! #DIV/0! #DIV/0! (4.0)x        0.6x          2.4x          #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

EBITDA/Interest Expense* #DIV/0! #DIV/0! #DIV/0! (4.0)x        0.6x          2.4x          #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

(EBITDA - CAPEX)/Interest Expense #DIV/0! #DIV/0! #DIV/0! (22.5)x      37.0x        15.8x        #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

(EBITDA - CAPEX)/Interest Expense* #DIV/0! #DIV/0! #DIV/0! (22.5)x      37.0x        15.8x        #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Total Debt/EBITDA 0.0x            0.0x            0.0x            0.0x            0.1x          0.0x          (4.3)x       (3.7)x       (5.2)x       (32.1)x    4.9x          1.9x          1.2x          0.8x          0.6x          0.5x          

Total Debt/EBITDA* 0.0x          (4.3)x       (3.7)x       (5.2)x       (32.1)x    4.9x          1.9x          1.2x          0.8x          0.6x          0.5x          

*Includes Capital Raising and Acquisitions

Historic Projections
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Because management has a strong cash position backed by positive free cash flow growth, more debt will not 

be necessary to meet their projection.  This will lift any liquidity or solvency stress on shares and position the 

firm with the flexbility to take on more debt should a incremental growth opportuniy arise.   

Despite all the tailwinds being provided to the firm, shares saw a nice run up in price after the initial fears of 

the virus subsided.  In addition, the progress of a vaccine will most likely work against the share price in the 

short term as positive sentiment will benefit cruise lines, airlines, restaurants, etc.  Nonetheless, it cannot be 

stated enough that a corporation and SMB will need a custom website post COVID.  Consumers are already 

using e-commerce more and more and certain demographics will continue to rely on the industry even after 

a vaccine is distributed.  This sets an opportunistic entry that is dependent on day to day volatility. 

 

Overall the projections yield a price tag of $434.73/share for WIX.  The sensitivity analysis highlights a worst 

case scenario of $244.13/share (roughly where shares are currently trading) and a best case scenario of 

nearly $3,000/share.  Lastly, given the current share price of WIX ($255.07), the base case not only implies a 

significant discount, but a significant upside/downside capture. 

 

Interest Rate Projections 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

3MO ICE LIBOR 0.25% 0.25% 0.50% 1.00% 1.25% 1.50% 1.75% 2.00% 2.00% 2.00% 2.00%

Spread (+) 1.50% 1.75% 2.00% 2.50% 2.75% 3.00% 3.25% 3.50% 3.50% 3.50% 3.50%

2-Year Treasury 0.75% 0.50% 1.00% 1.25% 1.50% 1.75% 2.00% 2.25% 2.50% 2.75% 2.75%

Spread (+) 2.00% 2.50% 3.00% 3.25% 3.50% 3.75% 4.00% 4.25% 4.50% 4.75% 4.75%

5-Year Treasury 1.00% 0.75% 1.25% 1.50% 1.63% 1.75% 2.25% 2.63% 2.88% 3.25% 3.38%

Spread (+) 2.50% 3.25% 3.75% 4.00% 4.13% 4.25% 4.75% 5.13% 5.38% 5.75% 5.88%

7-Year Treasury 1.13% 0.88% 1.38% 1.75% 1.88% 2.13% 2.75% 3.13% 3.38% 3.88% 4.00%

Spread (+) 2.85% 3.73% 4.23% 4.60% 4.73% 4.98% 5.60% 5.98% 6.23% 6.73% 6.85%

10-Year Treasury 1.25% 1.00% 1.63% 2.00% 2.25% 2.63% 3.25% 3.63% 3.88% 4.50% 4.63%

Spread (+) 3.25% 4.25% 4.88% 5.25% 5.50% 5.88% 6.50% 6.88% 7.13% 7.75% 7.88%

30-Year Treasury 1.75% 1.50% 2.13% 2.63% 3.00% 3.50% 4.13% 4.50% 4.88% 5.50% 5.63%

Spread (+) 3.85% 5.35% 5.98% 6.48% 6.85% 7.35% 7.98% 8.35% 8.73% 9.35% 9.48%

Dynamic Cost of Capital Projections 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Total Debt $0 $0 $0 $1 $339 $443

Total Preferred $0 $0 $0 $0 $0 $0

Total Equity $787 $916 $1,974 $2,673 $4,451 $6,306

Debt Weight 0.00% 0.00% 0.00% 0.04% 7.08% 6.57% 8.00% 7.00% 6.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%

Preferred Weight 0.00% 0.02% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Equity Weight 100.00% 99.98% 100.00% 99.96% 92.92% 93.43% 92.00% 93.00% 94.00% 95.00% 95.00% 95.00% 95.00% 95.00% 95.00% 95.00%

Equity Beta 1.20x 1.20x 1.20x 1.20x 1.20x 1.20x 1.20x 1.20x 1.20x 1.20x

Debt Beta 0.10x 0.10x 0.10x 0.10x 0.10x 0.10x 0.10x 0.10x 0.10x 0.10x

Preferred Beta 0.20x 0.20x 0.20x 0.20x 0.20x 0.20x 0.20x 0.20x 0.20x 0.20x

Asset Beta 1.11x 1.12x 1.13x 1.15x 1.15x 1.15x 1.15x 1.15x 1.15x 1.15x

Risk Free Rate 0.25% 0.50% 1.00% 1.25% 1.50% 1.75% 2.00% 2.00% 2.00% 2.00%

Perpetual Risk Free Rate 1.50% 2.13% 2.63% 3.00% 3.50% 4.13% 4.50% 4.88% 5.50% 5.63%

Expected Market Return 3.00% 4.50% 5.13% 5.63% 6.00% 6.50% 7.13% 7.50% 7.88% 8.50% 8.63%

Idiosyncratic Spread 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%

Cost of Capital 7.09% 7.37% 7.90% 8.19% 8.44% 8.69% 8.94% 8.94% 8.94% 8.94%

Adjusted Present Value

Equity SnapShot 5YR CAGR

Growth 6.00% 139.94% $434.73 7.34% 7.59% 7.84% 8.09% 8.34% 8.59% 8.84% 9.09% 9.34%

Discount 8.34% 5.00% $430.90 $391.78 $359.55 $332.53 $309.56 $289.78 $272.58 $257.49 $244.13

5.25% $480.46 $431.87 $392.65 $360.34 $333.26 $310.23 $290.41 $273.17 $258.04

Time 1 2 3 4 5 6 7 8 9 10 5.50% $543.49 $481.54 $432.83 $393.52 $361.14 $333.99 $310.91 $291.04 $273.76

Discount Factor 0.9338289 0.867445 0.795997 0.730015 0.667041 0.606712 0.549323 0.504267 0.462906 0.424938 5.75% $626.34 $544.72 $482.62 $433.80 $394.40 $361.93 $334.72 $311.58 $291.67

Free Cash Flow $118 $107 $170 $153 $209 $334 $594 $772 $948 $1,182 6.00% $740.10 $627.76 $545.95 $483.70 $434.76 $395.27 $362.73 $335.45 $312.26

Discounted FCF $110 $93 $135 $112 $139 $203 $327 $389 $439 $502 6.25% $906.05 $741.79 $629.18 $547.17 $484.78 $435.73 $396.14 $363.52 $336.18

Terminal Value $22,747 6.50% $1,170.78 $908.12 $743.47 $630.60 $548.40 $485.86 $436.69 $397.01 $364.32

6.75% $1,659.85 $1,173.46 $910.19 $745.16 $632.02 $549.63 $486.95 $437.66 $397.88

Enterprise Value $25,196 Convert: 7.00% $2,868.13 $1,663.67 $1,176.15 $912.27 $746.84 $633.44 $550.85 $488.03 $438.62

Outstanding Debt $1,025 $0

Equity Value $24,171 $25,196 90.28%

Shares Outstanding 55.6 60.1 238.8x      

Share Price $434.73 $419.23 58.67%

Current Share Price $255.07

Sensitivity Analysis

Upside/Downside Capture

U/D Capture

FV Discount

Terminal 

Weight



 November 10, 2020 

TITAN INVESTMENTS I TITANINVESTMENTMGMT.COM 
 

11 

Conclusion: 

WIX stands at the forefront of an industry that will thrive with or without COVID-19.  COVID-19 has only 

accelerated the need for corporations and SMB to develop their online and e-commerce platforms than was 

originally thought.  Even after COVID-19 is a distant memory, consumers will not stop a shift towards online 

shopping and provide a perpetual tailwind to the website building industry. 

WIX stands out from peers as a one stop shop offering all the necessities a SMB needs to thrive in a digital 

world.  This includes customized interface, SEO, e-commerce, social media integration, applications, and even 

tax/shipping estimates.  Other firms are seeking to compete in this industry, but all fall short to WIX in one or 

more ways.  In addition, all this digital sophistication is provided for less than $50/month.  An incredibly small 

cost to pay relative to the host of other costs that come with running a business. 

Exploring the fundamentals of the firm only paint a brighter picture.  Clients are being monetized at the 

fastest rate in company history while the average contract is growing 24%.  This is seeding nearly $10B over 

the next 8 years without the addition of any new clients.  Lastly, management has a negative net debt 

position and is already creating positive free cash flow.    

In conclusion, WIX will be added to portfolios tactically to best take advantage of the market price versus the 

sentiment swirling around a vaccine. 

If you have any questions, please do not hesitate to ask. 

Respectfully 

Kenny Blickenstaff, CFA 

CEO, Titan Investment Mgmt. LLC 
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Disclosures: 

Titan Investment Management LLC is a registered investment adviser.  Information presented is for educational 
purposes only and does not intend to make an offer or solicitation for the sale or purchase of any specific 
securities, investments, or investment strategies.  Investments involve risk and unless otherwise stated, are not 
guaranteed.  Be sure to first consult with a qualified financial adviser and/or tax professional before implementing 
any strategy discussed herein. Past performance is not indicative of future performance. 

 
Backtested Performance Disclosure Statement 
Backtested performance is NOT an indicator of future actual results. There are limitations inherent in hypothetical 
results particularly that the performance results do not represent the results of actual trading using client assets, 
but were achieved by means of retroactive application of a backtested model that was designed with the benefit of 
hindsight. The results reflect performance of a strategy not historically offered to investors and do NOT represent 
returns that any investor actually attained. Backtested results are calculated by the retroactive application of a 
model constructed on the basis of historical data and based on assumptions integral to the model which may or 
may not be testable and are subject to losses. 

 
Backtested performance is developed with the benefit of hindsight and has inherent limitations.  
  
Specifically, backtested results do not reflect actual trading, or the effect of material economic and market factors 
on the decision making process, or the skill of the adviser. Since trades have not actually been executed, results 
may have under- or over-compensated for the impact, if any, of certain market factors, such as lack of liquidity, 
and may not reflect the impact that certain economic or market factors may have had on the decision-making 
process. Further, backtesting allows the security selection methodology to be adjusted until past returns are 
maximized. Actual performance may differ significantly from backtested performance. 

 
Model portfolio performance is not shown net of the model advisory fee of 1.00% the average fee charged by Titan 
Investment Management LLC, and gross of trading costs based on our Custodian TD Ameritrade. Performance does 
not reflect the deduction of other fees or expenses, including but not limited to brokerage fees, custodial fees and 
fees and expenses charged by mutual funds and other investment companies. Performance results shown include 
the reinvestment of dividends and interest on cash balances where applicable. The data used to calculate the 
model performance was obtained from sources deemed reliable and then organized and presented by Titan 
Investment Management LLC. 

 

 


