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Investment Thesis

We recommend a BUY rating for Salesforce Inc. with a price range of $355 - $355. 

We expect Salesforce to experience exponential growth throughout future years, 

driven by the continued adoption of cloud computing, CRM solutions, and AI-

powered tools across industries. We believe the stock offers a potential return of 10 - 

15% by the end of 2033, driven by solid earnings growth and expanding market 

opportunities.

Drivers of Thesis:

Mature growth company: As a well-established leader in the CRM and cloud 

computing space, Salesforce has a proven track record of innovation, customer 

retention, and financial stability. The company’s maturity allows it to effectively 

capitalize on the growing demand for cloud-based solutions and is expected to 

remain strong as businesses increasingly rely on digital transformation.

Profit margins: Strategically positioned to benefit from the long-term trend toward 

AI integration and automation, with its Einstein platform at the forefront of 

enhancing customer engagement and decision-making. This combination of 

established market presence and the ability to leverage emerging trends makes 

Salesforce well-positioned for continued growth and value creation over the long 

term.

Risks to Thesis:

Vulnerability to Government Contracts: Salesforce’s reliance on government 

contracts introduces a potential risk, as changes in government spending, regulatory 

requirements, or contract renewals can impact its revenue stream. 

Competitive Landscape: The highly competitive nature of the cloud computing and 

CRM market poses a risk to Salesforce’s growth. Rival companies continuously push 

for market share through technological innovations, aggressive pricing models, and 

strategic contract wins. This constant competition may pressure Salesforce’s pricing 

power, profit margins, or market positioning, potentially impacting its ability to 

sustain growth.
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Salesforce Inc. is a leading 

global provider of cloud-based 

software solutions, specializing 

in customer relationship 

management (CRM). Founded in 

1999 and headquartered in San 

Francisco, California, Salesforce 

empowers businesses of all sizes 

to connect with their customers 

through innovative tools for 

sales, customer service, 

marketing, analytics, and 

application development.
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Company Analysis

Company Overview

Salesforce Inc., a global leader in cloud-based customer 

relationship management (CRM) software, is recognized 

for its innovative solutions and strong focus on helping 

businesses improve customer engagement. Known for its 

pioneering approach to cloud computing and enterprise 

software, Salesforce continues to drive digital 

transformation across industries with a suite of tools 

designed to streamline sales, service, marketing, and 

analytics.

While Salesforce generates revenue from various 

channels, its primary source of income comes from its 

subscription-based services. With a strong focus on 

providing customized CRM solutions, Salesforce has 

developed a robust ecosystem that supports customers 

across a wide range of industries, from healthcare to 

financial services. Additionally, the company generates 

income through professional services, product 

integrations, and expanding its global presence, 

maintaining a strong financial position and continuing to 

lead the way in the cloud-based enterprise software 

space.

Revenue Decomposition and Analysis

Subscription and support: Revenue from subscription 

and support is derived from customers subscribing to 

Salesforce's enterprise cloud computing services. This 

includes fees for accessing cloud-based platforms, as 

well as software license revenues from the sale of both 

term and perpetual licenses. Additionally, this category 

encompasses support revenues generated from providing 

updates and premium services that go beyond the basic 

subscription or are related to the sale of software 

licenses.

Professional services and other: Professional services 

revenue primarily reflects costs associated with 

providing specialized services, such as employee-related 

expenses, stock-based compensation, subcontractor fees, 

third-party charges, and allocated overhead. These 

revenues are linked to the delivery of consulting and 

other related services.

SWOT Analysis

Strengths

Market Leadership: Salesforce dominates the CRM 

market with a significant global presence, providing 

services to over 150,000 businesses. Its comprehensive 

ecosystem, including AppExchange and strategic 

acquisitions, strengthens its platform.

Comprehensive Product Suite: The company offers a 

wide range of products beyond CRM, such as Sales 

Cloud, Service Cloud, and Marketing Cloud, which cater 

to diverse customer needs.

Strong Customer-Centric Approach: Salesforce has built 

a reputation for exceptional customer service and 

maintaining strong relationships, which helps with 

retention and customer loyalty.

Weaknesses

High Costs: Salesforce's subscription fees are relatively 

high, making it less accessible to smaller businesses.

Complexity of Implementation: The extensive features 

and customization options can be overwhelming, 

requiring significant time and resources to implement 

effectively.

Dependence on the U.S. Market: A large portion of 

Salesforce’s revenue comes from the U.S., making it 

vulnerable to downturns in the American economy.

Opportunities

Expansion into Emerging Markets: There is significant 

potential for Salesforce to grow in regions like Asia and 

Africa, where CRM adoption is still developing .

AI and Automation: With increasing investment in AI 

technologies, Salesforce can enhance its automation and 

analytics capabilities, improving customer experience .

Mergers and Acquisitions: Salesforce continues to 

acquire smaller companies to enhance its product 

offerings, which could further strengthen its position in 

the market.

Threats

Intense Competition: The CRM market is highly 

competitive, with strong rivals like Microsoft Dynamics 

365, Oracle, and SAP. These competitors pose a 

continuous challenge to Salesforce’s market dominance.

Economic Uncertainty: A global economic downturn 

could reduce corporate spending on software, affecting 

Salesforce’s growth prospects.

Cybersecurity Risks: Being a cloud-based provider, 

Salesforce faces potential cybersecurity threats that could 

harm its reputation and business if not managed properly. 

Industry Analysis

Industry Overview

Salesforce operates within the cloud computing and 

software industry. Companies in this industry provide 

cloud-based solutions for customer relationship 



management (CRM), sales, marketing, and service 

operations. Salesforce offers a diverse product suite, 

including subscription-based access to its cloud platforms 

such as Sales Cloud, Service Cloud, Marketing Cloud, and 

various other enterprise solutions. The company generates 

revenue primarily through subscription and support fees, 

with additional income from professional services, 

consulting, and software licenses.

The business intelligence software sector is heavily reliant 

on recurring revenue from subscriptions, with a growing 

focus on expanding cloud offerings and integrating artificial 

intelligence (AI) to enhance service delivery and customer 

experiences. Companies like Salesforce also capitalize on 

acquisitions to broaden their service offerings and extend 

their market reach. The sector includes a wide range of 

businesses, from CRM providers like Salesforce to 

companies offering cloud infrastructure, business analytics, 

and AI-driven software solutions.

Comparison of Industry Competitors

The BI industry is dominated by several major players that 

hold significant market shares and are known for their 

continuous innovation and growth. Leading companies in 

the sector include Salesforce, Amazon, Microsoft, and 

Oracle. Looking ahead, Salesforce is well-positioned to 

capitalize on the growth of the BI industry. Their 

innovation, particularly in AI and analytics, makes it a key 

player in the future of BI, with its continued investments in 

integrating CRM with advanced data analytics.

Porter's 5 Forces

Industry Rivalry: High

Salesforce faces intense competition from Microsoft 

Dynamics, SAP, Oracle, and niche providers like 

HubSpot for SMBs.  Large players aggressively innovate 

and price competitively, intensifying 

rivalry.  Salesforce's brand, comprehensive product suite, 

and customer support give it a competitive 

edge.  However, competitors are narrowing the gap in 

these areas.  The CRM market is growing, but 

competitive pressures remain high as players expand into 

untapped geographies and verticals.

Bargaining Power of Buyers: Moderate to High 

Big clients can negotiate discounts and customizations 

due to their revenue contribution. Switching costs are 

moderate but decreasing as competitors simplify data 

migration tools. Smaller customers have limited 

bargaining power due to standardized pricing models. 

Buyers are sensitive to pricing, ease of use, and 

integration capabilities. 

Threat of New Entrants: Moderate 

High initial investment required to build a cloud 

infrastructure and develop robust CRM software. 

Salesforce benefits from economies of scale, making it 

difficult for smaller entrants to compete on cost and 

service breadth. Strong brand recognition and customer 

loyalty create a significant barrier. Cloud technology and 

open-source tools have lowered technical barriers for 

new startups. Niche players can focus on specific 

industries or customer segments, bypassing direct 

competition with Salesforce's broader offering. 



Bargaining Power of Suppliers: Low to Moderate 

Salesforce operates primarily in a cloud-based 

environment, relying on major data center providers (e.g., 

AWS, Google Cloud). The scale of these partnerships 

provides Salesforce with negotiation leverage. Rising 

costs for cloud hosting or changes in data regulation 

could increase dependency or costs. Integration with 

third-party tools (e.g., app developers on AppExchange) 

could create mild supplier influence if unique solutions 

gain traction. 

The high level of fixed investment is a positive indicator 

for Salesforce. Increased IT spending often leads to 

higher demand for CRM systems, cloud platforms, and 

other enterprise software offerings. Salesforce stands to 

benefit from these trends, especially if businesses 

accelerate their digital transformation initiatives. 

Consumer spending: Drives business profitability and, 

by extension, demand for technology solutions. Higher 

income and employment levels are typically linked to 

increased business spending on software and technology. 

We expect consumer spending to remain steady, though 

the increase in unemployment (to 4.5%) could moderate 

growth in some sectors. However, personal income 

growth remains robust. 

If consumer spending continues to rise, companies will 

likely invest more in tools that improve customer 

engagement and sales performance, such as Salesforce’s 

CRM solutions. 

However, if unemployment rises more than expected, it 

could lead to reduced business investments, potentially 

slowing growth for Salesforce.

Rising inflation: This can increase input costs for 

technology firms and compress profit margins. 

Conversely, a decrease in inflation can benefit the sector 

by reducing cost pressures and supporting price stability 

for technology products.

Inflation has decreased by 0.67% from March 2022 to 

September 2024, and with the Federal Reserve expected 

to reduce interest rates, inflationary pressures are likely 

to remain moderate.

As inflation slows, Salesforce can benefit from stable

operating costs, particularly related to cloud 

infrastructure and employee compensation. Additionally, 

lower inflation helps maintain price competitiveness, 

making Salesforce’s subscription-based pricing model 

more attractive to businesses.

The S&P 500 is a key barometer of market sentiment 

and business confidence, with technology stocks being 

particularly sensitive to fluctuations in investor 

sentiment. A rising S&P 500 generally reflects strong 

business investment, which can translate into higher 

demand for enterprise software solutions. 

The S&P 500 technology sector has performed well, with 

a 5-year return of 23.82%. As leading technology 

companies like Apple, Microsoft, and NVIDIA continue 

to drive innovation, the broader tech sector remains 

poised for growth.

Positive performance in the S&P 500, particularly in the 

technology sector, suggests continued business 

investment in technology, including CRM systems. 

Salesforce benefits from the overall expansion of the tech 

sector and increasing demand for digital 

Economic Analysis
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Bargaining Power of 
Suppliers

Bargaining Power 
of Buyers
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Industry 
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Key Variables and Indicators

Economic growth, measured through GDP, is a critical 

driver for the technology sector, including Salesforce. As 

GDP increases, businesses typically invest more in 

technology solutions to improve productivity, customer 

relationship management (CRM), and data analytics. 

We expect GDP growth of 2.8% over the next 12 

months, supported by strong personal consumption 

(3.2%–3.5%) and an uptick in private domestic 

investment (0.0% to 1.2%). Lower inflation rates 

contribute to this forecast. 

With positive GDP growth, the demand for enterprise 

software like Salesforce’s CRM solutions is likely to rise. 

Companies typically increase technology investments 

during periods of economic expansion to enhance 

operational efficiency and customer engagement. 

Fixed investment in IT spending is a key indicator of 

business confidence and demand for enterprise solutions, 

which directly impacts Salesforce’s sales of cloud-based 

solutions, software, and customer relationship tools. 

Investment in computer and peripheral equipment 

reached a record $169.2 billion in Q2 2024, signaling 

strong demand for IT infrastructure. 



transformation solutions across industries.

Historical Trends

GDP Growth and Technology Demand: Historically, 

the technology sector, including cloud and CRM 

software companies like Salesforce, tends to outperform 

during periods of economic growth. As companies seek 

to boost productivity and customer engagement, demand 

for Salesforce’s solutions typically rises in tandem with 

economic expansion.

IT Investment Trends: Over the past several years, 

investments in IT infrastructure and enterprise software 

have shown steady growth, with spikes in spending 

aligning with periods of economic recovery. Salesforce 

has consistently seen strong growth in revenue from 

enterprises investing in CRM systems, data analytics, 

and cloud-based tools.

Consumer Spending: While consumer spending has 

been variable, strong periods of income growth and low 

unemployment have historically been correlated with 

higher demand for enterprise software. Salesforce's 

customer base, which includes businesses from a wide 

range of industries, is particularly sensitive to 

fluctuations in consumer spending, as many companies 

invest in CRM tools to drive revenue growth

Inflation: Inflationary pressures have been more 

pronounced since the pandemic, but the sector has shown 

resilience. For Salesforce, lower inflation and interest 

rates are beneficial, as they help maintain demand for its 

subscription-based model and reduce operational cost 

increases related to wages and infrastructure.

Forecasts for Key Variables and Indicators

Projected GDP growth of 2.8% over the next year 

supports a favorable outlook for Salesforce. Economic 

expansion typically leads to increased IT spending, 

particularly in cloud services and CRM solutions, driving 

growth for Salesforce.

The record-high fixed investment in computers and 

peripheral equipment suggests robust demand for IT 

solutions. Salesforce is well-positioned to capitalize on 

this trend as businesses seek more efficient ways to 

manage customer data and automate sales processes.

While consumer spending is likely to remain stable, a 

slight increase in unemployment could slow business

investments, which may have a minor impact on 

Salesforce’s growth prospects. However, the continued 

rise in personal income should help offset potential 

headwinds.

With inflation expected to continue decreasing, 

Salesforce will benefit from stable pricing, allowing for 

predictable costs and steady demand for its services. 

Additionally, deflationary pressures in the tech sector can 

help reduce input costs, benefiting Salesforce’s 

bottom line.

Continued growth in the S&P 500 tech sector signals 

ongoing optimism about technology investments. As 

businesses continue to prioritize digital transformation, 

Salesforce’s cloud-based CRM solutions are likely to 

remain in high demand.

Impact on Salesforce

The favorable economic indicators, including positive 

GDP growth, high IT investment, and stable inflation, 

suggest that Salesforce is positioned for continued 

growth in the coming year. The company is likely to see 

increased demand for its CRM software and cloud 

services as businesses continue to invest in digital 

transformation. However, potential challenges related to 

rising unemployment or market volatility may have a 

moderate impact on Salesforce’s growth, particularly if 

businesses become more cautious in their spending.

In summary, Salesforce stands to benefit from a 

favorable economic environment, marked by steady GDP 

growth, high levels of IT investment, and a stable 

inflationary environment. While some caution is 

warranted with regard to potential increases in 

unemployment, Salesforce’s strong market position and 

innovative product offerings should enable it to continue 

outperforming in the technology sector.

Valuation Analysis

Revenue:

As mentioned earlier, revenue is divided into two 

primary segments: subscription and support, and 

professional services and other. The subscription and 

support segment is further broken down into five 

subsegments: sales, service, platform, data, and other. 

We anticipate these subsegments will grow at average 

rates of 17.25%, 24.20%, 30.57%, 29.43%, and 3.22%, 

respectively, with the total subscription and support 

segment expected to grow at a steady rate of 25.62% 

through 2033. Meanwhile, professional services and 

other, the secondary revenue stream, is projected to grow 

at a consistent rate of 26.07% until 2033. This forecasted 

growth reflects our outlook for the overall sector and 

industry’s development.



Cost of Revenues:

Without guidance provided by Salesforce for future cost 

of revenues, years through 2033 was forecasted using 

historical averages the most recent past three years.

R&D and SG&A:

Research and development (R&D) represents a key 

expense for Salesforce, particularly as the software and 

technology industries continue to evolve. To forecast 

R&D expenditures through 2033, we relied on the 

historical averages of the past three years, given the 

consistent growth observed in this area.

Similarly, general and administrative (SG&A) expenses, 

along with marketing and sales (M&A), are critical for 

Salesforce, as its primary revenue driver stems from 

customer subscriptions and support. For forecasting 

SG&A and M&A expenses through 2033, we also 

utilized the historical averages from the past three years, 

reflecting the steady growth in these areas.

Cost of Equity:

Salesforce's cost of equity was computed using the 

capital asset pricing model (CAPM). With CAPM, a risk-

free rate of 4.45% was used referenced from the U.S. 10-

year treasury bond. As for the beta at 1.20 and equity risk 

premium at 2.49%, cost of equity was calculated at 

7.43%.

Cost of Debt:

As discussed above, a risk-free rate of 4.45% was used 

referenced from the U.S. 10-year treasury bond. As for 

the implied default premium, 1.63% was used giving us a 

pre-tax cost of debt of 6.06%. With a computed pre-tax 

cost of debt and a marginal tax rate of 21%, the after-tax 

cost of debt was calculated at 4.79%. 

Weighted Average Cost of Capital (WACC):

To calculate Salesforce's Weighted Average Cost of 

Capital (WACC), the cost of equity and the after-tax cost 

of debt, along with the market value weights of equity 

and total debt of 89.73% and 10.27% were used. The 

resulting computed WACC was 7.63%, which was 

utilized in our valuation models.

Valuation Models

Discounted Cash flows and Economic Profit:

To determine the intrinsic value of Salesforce, we 

employed the discounted cash flow (DCF) method, 

beginning with a projection of free cash flows for the 

next 9 years, along with the terminal value. Each 

forecasted cash flow was then discounted using the 

weighted average cost of capital (WACC) as previously 

discussed. The present values of these cash flows were 

aggregated to estimate the value of the company's 

operating assets. After adjusting for non-operating assets, 

we calculated the total equity value, which was

subsequently divided by Salesforce's outstanding shares 

in 2024, yielding a per-share DCF valuation of $324.42. 

In parallel, we applied the economic profit approach by 

forecasting economic profits for the same 9-year period, 

incorporating the terminal value. The present value of 

these profits was summed, and invested capital from the 

most recent fiscal year-end was added. We then made 

the necessary adjustments for non-operating assets, 

resulting in a similar per-share valuation of $323. We 

consider these methodologies to provide the most 

accurate reflection of Salesforce's intrinsic value, based 

on its projected future performance. 

Dividend Discount Model:

The Dividend Discount Model (DDM) is another 

valuation approach that estimates a company’s stock 

price by calculating the present value of its anticipated 

future dividends. Using this model, we derived an 

implied stock price of $171.61 for Salesforce. However, 

we believe this approach is not suitable for valuing 

Salesforce, as the company has never issued dividends to 

its shareholders. Instead, Salesforce consistently 

reinvests its earnings to fuel business growth and 

enhance its product and service offerings. As a result, the 

DDM would yield a substantially lower stock price 

compared to the company’s true value, making it less 

relevant for this particular analysis.

Relative Valuation:

For our relative valuation, we analyzed Salesforce's 

position within the software by comparing it to several 

key peers, including (but not limited to) 

Microsoft, Alphabet Inc., and Oracle. We calculated the 

expected Price-to-Earnings (P/E) ratios for each peer 

based on their projected earnings per share (EPS) for 

2024 and 2025. After averaging the P/E ratios of these 

companies, we applied the result to Salesforce's 

estimated EPS for the same periods. This approach 

yielded an implied relative value of $239.85 for 2024 

and $79.33 for 2025. We consider this model to be 

valuable, as P/E ratios provide investors with insight into 

a company’s market value relative to its earnings growth 

potential compared to its peers.

Sensitivity Analysis

WACC vs. Growth of NOPLAT

This table examines how changes in the Weighted 

Average Cost of Capital (WACC) affect the Net 

Operating Profit Less Adjusted Taxes (NOPLAT). A 

higher WACC generally reduces the present value of 

future cash flows, leading to a lower NOPLAT, while a 

lower WACC increases the valuation due to higher 

discounted future earnings.



Conclusion

Important Disclaimer

This report was created by students enrolled in the 

Applied Equity Valuation class at the University of Iowa. 

The report was originally created to offer an internal 

investment recommendation for the University of Iowa 

Krause Fund and its advisory board. The report also 

provides potential employers and other interested parties 

an example of the students’ skills, knowledge, and 

abilities. Members of the Krause Fund are not registered 

investment advisors, brokers or officially licensed 

financial professionals. The investment advice contained 

in this report does not represent an offer or solicitation to 

buy or sell any of the securities mentioned. Unless 

otherwise noted, facts and figures included in this report 

are from publicly available sources. This report is not a 

complete compilation of data, and its accuracy is not 

guaranteed. From time to time, the University of Iowa, its 

faculty, staff, students, or the Krause Fund may hold a 

financial interest in the companies mentioned in this 

report. 

In summary, we advise a BUY rating for Salesforce Inc. 

due to the company's promising growth prospects, 

largely driven by the accelerating advancements in CRM 

software. Salesforce's robust market presence, coupled 

with its strategic emphasis on cloud computing 

services, positions it to effectively leverage emerging 

opportunities within the software sector. Our analysis 

projects a potential return ranging from 5-10% through 

2033, supported by several key growth catalysts.

Cost of Equity vs. Beta

Here, we analyze the relationship between the cost of 

equity and the company's beta. A higher beta, indicating 

increased volatility and risk, leads to a higher cost of 

equity, which in turn lowers the company’s valuation. 

Conversely, a lower beta reduces the cost of equity, 

enhancing the valuation by lowering the required return.

Marginal Tax Rate vs. Risk-Free Rate

This table explores the sensitivity of the valuation to 

changes in the marginal tax rate and the risk-free rate. 

An increase in the marginal tax rate reduces the after-tax 

cash flows, which can decrease the overall valuation. 

Similarly, changes in the risk-free rate affect the 

discount rate applied to future cash flows, with a higher 

risk-free rate leading to a lower present value of future 

earnings.

Equity Risk Premium vs. Normal Cash

This table explores the sensitivity of the valuation to 

changes in the marginal tax rate and the risk-free rate. 

An increase in the marginal tax rate reduces the after-tax 

cash flows, which can decrease the overall valuation. 

Similarly, changes in the risk-free rate affect the 

discount rate applied to future cash flows, with a higher 

risk-free rate leading to a lower present value of future 

earnings.

ROIC vs. Pre-Tax Cost of Debt

Here, we analyze the relationship between the cost of 

equity and the company's beta. A higher beta, indicating 

increased volatility and risk, leads to a higher cost of 

equity, which in turn lowers the company’s valuation. 

Conversely, a lower beta reduces the cost of equity, 

enhancing the valuation by lowering the required return.



References

IBISWorld. (n.d.). Specialized Industry Report OD6179: Performance. Retrieved from https://my.ibisworld.com/us/en/industry-

specialized/OD6179/performance#performance_key-takeaways

IBISWorld. (n.d.). Industry 33441A: At a glance. Retrieved from https://my-ibisworld-com.proxy.lib.uiowa.edu/us/en/industry/33441a/at-

a-glance

Mergent Online. (n.d.). Competitor analysis: Company number 100420. Retrieved from https://www-mergentonline-

com.proxy.lib.uiowa.edu/competitors.php?compnumber=100420

Cobb, M. (2023). Global chip shortage cheat sheet. TechRepublic. Retrieved from https://www.techrepublic.com/article/global-chip-

shortage-cheat-sheet/

Hooke, J. (n.d.). Chapter 6: Industry analysis. Retrieved from 

https://uiowa.instructure.com/courses/236397/files/27406498?module_item_id=7553975

Statista. (n.d.). Software market insights. Retrieved from https://www.statista.com/markets/418/topic/484/software/#statistic5

Salesforce. (2024). Q2 FY25 earnings press release with financials. Retrieved from 

https://s23.q4cdn.com/574569502/files/doc_financials/2025/q2/CRM-Q2-FY25-Earnings-Press-Release-w-financials.pdf

Salesforce. (2024). Fiscal year 2024 annual report (Form 10-K). Retrieved from 

https://s23.q4cdn.com/574569502/files/doc_financials/2024/ar/salesforce-fy24-annual-report.pdf

Salesforce. (2024). Q2 FY25 earnings call transcript: August 28, 2024. Retrieved from 

https://s23.q4cdn.com/574569502/files/doc_financials/2025/q2/Salesforce-Inc-Q2-2025-Earnings-Call-Aug-28-2024.pdf

Mergent Online. (n.d.). Salesforce balance sheet. Retrieved from 

https://www.mergentonline.com/companyfinancials.php?pagetype=asreported&compnumber=108973&period=Annuals&dataarea=ALL

&range=5&currency=AsRep&scale=AsRep&Submit=Refresh&csrf_token_mol=6820d30f3d

The Strategy Story. (n.d.). Salesforce SWOT analysis. Retrieved from https://thestrategystory.com/blog/salesforce-swot-analysis/

PitchGrade. (n.d.). Salesforce SWOT analysis. Retrieved from https://pitchgrade.com/companies/salesforce

PESTLE Analysis. (n.d.). Salesforce SWOT analysis. Retrieved from https://pestleanalysis.com/salesforce-swot-analysis/

SWOT & PESTLE. (n.d.). Salesforce SWOT analysis. Retrieved from https://www.swotandpestle.com/salesforce/

Mergent Online. (n.d.). Company financials: As reported (Company number: 100420). Retrieved from 

https://www.mergentonline.com/companyfinancials.php?pagetype=asreported&compnumber=100420&period=Annuals&dataarea=ALL

&range=5&currency=AsRep&scale=AsRep&Submit=Refresh&csrf_token_mol=6820d30f3d

Yahoo Finance. (n.d.). ON Semiconductor cash flow. Retrieved from https://finance.yahoo.com/quote/ON/cash-flow/

Mergent Online. (n.d.). Company annual reports: Company number 100420. Retrieved from https://www-mergentonline-

com.proxy.lib.uiowa.edu/companyannualreports.php?compnumber=100420

Erne, B., & Teufel, A. (n.d.). Fisher Investments on technology. Retrieved from 

https://ebookcentral.proquest.com/lib/uiowa/reader.action?docID=484826

Federal Reserve Bank of St. Louis. (n.d.). Effective federal funds rate (DFF). Retrieved from https://fred.stlouisfed.org/series/DFF

Federal Reserve Bank of St. Louis. (n.d.). 10-year breakeven inflation rate (T10YIE). Retrieved from 

https://fred.stlouisfed.org/series/T10YIE#

Capital IQ. (n.d.). Company profile: Object ID 100886794. Retrieved from https://www-capitaliq-

com.proxy.lib.uiowa.edu/CIQDotNet/Lists/Profile.aspx?listObjectId=100886794

S&P Global. (n.d.). S&P 500 Information Technology sector overview. Retrieved from 

https://www.spglobal.com/spdji/en/indices/equity/sp-500-information-technology-sector/#overview

Statista. (n.d.). Annual GDP growth of the United States since 1990. Retrieved from https://www.statista.com/statistics/188165/annual-

gdp-growth-of-the-united-states-since-1990/

Federal Reserve Bank of Atlanta. (n.d.). GDPNow: A real-time model for GDP forecasting. Retrieved from 

https://www.atlantafed.org/cqer/research/gdpnow

Congressional Budget Office. (2022). The budget and economic outlook: 2022 to 2032. Retrieved from 

https://www.cbo.gov/publication/59431

Federal Reserve Bank of St. Louis. (n.d.). Real gross domestic product (GDP) (B935RC1Q027SBEA). Retrieved from 

https://fred.stlouisfed.org/series/B935RC1Q027SBEA

Federal Reserve Bank of St. Louis. (n.d.). Personal income (PI). Retrieved from https://fred.stlouisfed.org/series/PI

Capital IQ. (n.d.). Company profile: Object ID 259698329. Retrieved from https://www-capitaliq-

com.proxy.lib.uiowa.edu/CIQDotNet/Lists/Profile.aspx?listObjectId=259698329

U.S. Bank. (n.d.). Investing in tech stocks: Market trends and insights. Retrieved from https://www.usbank.com/investing/financial-

perspectives/market-news/investing-in-tech-stocks.html#:~
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Revenue Decomposition

Fiscal Years Ending Jan. 31 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E

Sales 5,989,000   6,831,000        8,009,677        7,646,285     9,605,509  12,066,749  15,158,637     19,042,766     23,922,134    30,051,752    37,751,975     47,425,242 

Revenue growth % 15.37% 14.06% 17.25% 17.25% 17.25% 17.25% 17.25% 17.25% 17.25% 17.25% 17.25% 17.25%

Service 6,474,000   7,369,000        9,151,956     10,721,911  13,448,446  15,947,958  19,499,556     24,402,010     30,171,086    37,627,759    47,533,097     60,076,407 

Revenue growth % 20.40% 13.82% 24.20% 24.20% 24.16% 22.80% 22.20% 22.11% 21.76% 21.60% 21.73% 21.86%

Platform and Other 4,509,000   5,967,000        7,790,816     13,544,563  17,015,114  21,374,932  26,851,876     33,732,188     42,375,457    53,233,409    66,873,516     84,008,657 

Revenue growth % -28.14% 32.34% 30.57% 30.57% 30.57% 30.57% 30.57% 30.57% 30.57% 30.57% 30.57% 30.57%

Marketing and Commerce 3,902,000   4,516,000        5,845,266     13,043,616  16,385,809  20,584,379  25,858,757     32,484,600     40,808,197    51,264,567    64,400,194     80,901,590 

Revenue growth % 24.55% 15.74% 29.43% 29.43% 29.43% 29.43% 29.43% 29.43% 29.43% 29.43% 29.43% 29.43%

Data 3,783,000   4,338,000        4,477,542        1,425,464     1,790,714     2,249,552     2,825,960        3,550,061       4,459,701      5,602,419      7,037,939       8,841,284 

Revenue growth % 14.28% 14.67% 3.22% 3.22% 3.22% 3.22% 3.22% 3.22% 3.22% 3.22% 3.22% 3.22%

 Total subscription and support revenues 24,657,000 29,021,000 35,275,257  44,313,910    55,668,555 69,932,625 87,851,608 110,362,008 138,640,296 ######### ######### 274,852,141 

Revenue growth % 23.43% 17.70% 21.55% 25.62%

 Professional services and other 1,835,000   2,331,000   2,320,000     2,924,917      3,687,561   4,649,057   5,861,253   7,389,518      9,316,262     11,745,387  14,807,882  18,668,893   

Revenue growth % 43.81% 27.03% -0.47% 26.07%

 Total revenues 26,492,000 31,352,000 34,857,000      47,238,827  59,356,116  74,581,682  93,712,861   117,751,526  147,956,559  185,909,776  233,598,776  293,521,034 

Revenue growth % 24.66% 18.35% 11.18% 35.52% 25.65% 25.65% 25.65% 25.65% 25.65% 25.65% 25.65% 25.65%

Americas 17,983,000 21,250,000 23,289,000      28,998,886  36,108,693  44,961,650  55,985,132     69,711,299     86,802,782  108,084,672  134,584,355  167,581,103 

% of Total Revenue 67.88% 67.78% 66.81% 61.39% 60.83% 60.29% 59.74% 59.20% 58.67% 58.14% 57.61% 57.09%

Revenue growth % 22.03% 18.17% 9.60% 24.52% 24.52% 24.52% 24.52% 24.52% 24.52% 24.52% 24.52% 24.52%

Europe 6,016,000   7,163,000   8,128,000         10,452,927  13,442,875  17,288,065  22,233,130     28,592,678     36,771,306    47,289,344    60,815,953     78,211,703 

% of Total Revenue 22.71% 22.85% 23.32% 22.13% 22.65% 23.18% 23.72% 24.28% 24.85% 25.44% 26.03% 26.65%

Revenue growth % 33.66% 19.07% 13.47% 28.60% 28.60% 28.60% 28.60% 28.60% 28.60% 28.60% 28.60% 28.60%

Asia Pacific 2,493,000   2,939,000   3,440,000            4,189,270     5,157,358     6,358,933     7,893,675        9,730,509     11,973,287    14,671,074    17,931,332     21,877,119 

% of Total Revenue 9.41% 9.37% 9.87% 8.87% 8.69% 8.53% 8.42% 8.26% 8.09% 7.89% 7.68% 7.45%

Revenue growth % 23.72% 17.89% 17.05% 21.78% 23.11% 23.30% 24.14% 23.27% 23.05% 22.53% 22.22% 22.00%

 Total revenues 26,492,000 31,352,000 34,857,000      43,641,083  54,708,926  68,608,648  86,111,937   108,034,486  135,547,375  170,045,090  213,331,640  267,669,925 

Revenue growth % 24.66% 18.35% 11.18% 24.93% 24.15% 23.44% 23.38% 23.16% 23.00% 22.66% 22.11% 21.91%



Salesforce

Income Statement (in thousands)

Fiscal Years Ending Jan. 31 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E

 Subscription and support 24,657,000     29,021,000     32,537,000           44,313,910        55,668,555      69,932,625         87,851,608         110,362,008    138,640,296     174,164,389      218,790,893  274,852,141 

 Professional services and other 1,835,000       2,331,000        2,320,000               2,924,917          3,687,561         4,649,057            5,861,253             7,389,518         9,316,262       11,745,387        14,807,882    18,668,893 

 Total revenues 26,492,000     31,352,000     34,857,000           47,238,827        59,356,116      74,581,682         93,712,861         117,751,526    147,956,559     185,909,776      233,598,776  293,521,034 

 Cost of revenues 

Subscription and support 5,059,000       5,821,000        6,177,000       8,180,924        10,277,140      12,910,473     16,218,550        20,374,263         25,594,803     32,153,013     40,391,646       50,741,282  

Professional services and other 1,967,000       2,539,000        2,364,000       217,470           274,173            345,661          435,789             549,417               692,672          873,279           1,100,978         1,388,047     

Total cost of revenues 7,026,000       8,360,000        8,541,000       8,398,394        10,551,313      13,256,134     16,654,339        20,923,680         26,287,474     33,026,292     41,492,624       52,129,329  

Depreciation & amortization         3,298,000         3,786,000         3,959,000         1,026,832              534,360            178,968                (77,501)               (262,582)          (396,146)           (492,532)            (562,090)        (612,286)

Total cost of revenues (net of depreciation)         3,728,000         4,574,000         4,582,000         7,371,563        10,016,953      13,077,166         16,731,840           21,186,262      26,683,620       33,518,824        42,054,714    52,741,615 

Gross profit 19,466,000     22,992,000     26,316,000     38,840,433     48,804,803      61,325,548     77,058,522        96,827,847         121,669,084  152,883,484   192,106,151    #########

 Operating expenses 

 Research and development 4,465,000       5,055,000        4,906,000               7,408,964          9,309,446      11,697,432         14,697,977           18,468,214      23,205,588       29,158,192        36,637,761    46,036,001 

 Marketing and sales 11,855,000     13,526,000     12,877,000     22,748,874     28,584,216      35,916,415     45,129,446        56,705,782         71,251,666     89,528,855     112,494,519    #########

General and administrative 2,598,000       2,553,000        2,534,000       3,971,125        4,989,763         6,269,698       7,877,958          9,898,765            12,437,947     15,628,479     19,637,448       24,674,804  

Restructuring -                   828,000           988,000          - - - - - - - - -

Total operating expenses 18,918,000     21,962,000     21,305,000           34,128,963        42,883,425      53,883,545         67,705,381           85,072,762    106,895,201     134,315,525      168,769,728  212,062,178 

Amortization -                   -                    -                           1,605,000          1,363,000            996,000               619,000                 486,000            209,000             209,000              209,000          209,000 

Income from operations 548,000          1,030,000        5,011,000       3,106,470        4,558,378         6,446,003       8,734,141          11,269,084         14,564,883     18,358,958     23,127,423       29,120,527  

Other expenses

Investment income 227,000          131,000           216,000          891,166           1,364,878         1,242,194       1,641,911          2,215,276            2,922,225       3,810,119        4,970,736         6,456,905     

Interest expense 227,000          131,000           216,000          411,068           883,062            534,920          566,550             609,245               667,727          748,274           853,783            989,738        

Gains (losses) on strategic investments, net 1,211,000       239,000           277,000          -                    -                     -                   -                      -                        -                   -                    -                     -                 

Gain on sales of land an building improvements -                   -                    -                   -                    -                     -                   -                      -                        -                   -                    -                     -                 

Taxes

Income before provision for income taxes 1,532,000       660,000           4,950,000       1,804,236        2,310,438         4,668,889       6,525,680          8,444,564            10,974,931     13,800,566     17,302,905       21,673,883  

Provision for income taxes 88,000             452,000           814,000          198,466           254,148            513,578          717,825             928,902               1,207,242       1,518,062        1,903,320         2,384,127     

Net income 1,444,000       208,000           4,136,000       1,605,770        2,056,290         4,155,311       5,807,855          7,515,662            9,767,688       12,282,504     15,399,585       19,289,756  

Shares outstanding

Basic net income per share 1.51 0.21 4.25 1.63 2.04 4.05 5.56 7.08 9.04 11.18 13.79 17.00

Year end shares outstanding 989,000          981,000           971,000          999,060           1,017,121         1,035,181       1,053,241          1,071,302            1,089,362       1,107,422        1,125,483         1,143,543     

Weighted average shares outstanding basic 955,000          992,000           974,000          985,030           1,008,090         1,026,151       1,044,211          1,062,271            1,080,332       1,098,392        1,116,452         1,134,513     



Salesforce

Balance Sheet (in thousands)

Current Assets 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E

Cash & cash equivalents 5,464,000             7,016,000            8,472,000              18,099,388 14,960,100 22,959,004 34,642,959 49,154,731 67,505,027 91,653,654 122,728,068 162,990,226

Marketable securities 5,073,000             5,492,000            5,722,000                        5,989,790             6,270,112           6,563,553              6,870,727            7,192,277               7,528,876               7,881,227            8,250,069               8,636,172 

Accounts receivable, gross 9,739,000             10,755,000         11,414,000                   16,346,412          20,539,450         25,808,069            32,428,176          40,746,459             51,198,537            64,331,778          80,833,967          101,569,323 

Costs capitalized to obtain revenue contracts, net 1,454,000             1,776,000            1,905,000                        2,616,771             3,288,002           4,131,414              5,191,176            6,522,785               8,195,978            10,298,377          12,940,084            16,259,447 

Prepaid expenses & other current assets 1,120,000             1,356,000            1,561,000                        2,051,908             2,578,246           3,239,597              4,070,597            5,114,762               6,426,775               8,075,345          10,146,808            12,749,645 

 Total current assets 22,850,000           26,395,000         29,074,000            45,104,269       47,635,909         62,701,637       83,203,635          108,731,014      140,855,192         182,240,381        234,898,996      302,204,813        

Noncurrent Assets

Property & equipment, net 2,815,000             3,702,000            3,689,000              1,919,744         642,960              (278,431)           (943,354)               (1,423,196)         (1,769,474)            (2,019,366)            (2,199,700)         (2,329,838)            

Operating lease right-of-use assets, net 2,880,000             2,890,000            2,366,000              1,231,259         412,373              (178,577)           (605,035)               (912,790)            (1,134,881)            (1,295,153)            (1,410,813)         (1,494,280)            

Noncurrent costs capitalized to obtain revenue contracts, net2,342,000             2,697,000            2,515,000              3,882,704         3,933,614           3,073,345         1,491,226             (116,473)            (1,276,673)            (2,113,935)            (2,718,149)         (3,154,183)            

Strategic investments 4,784,000             4,672,000            4,848,000                        5,074,886             5,312,391           5,561,011              5,821,266            6,093,702               6,378,887               6,677,419            6,989,922               7,317,050 

Goodwill 47,937,000           48,568,000         48,620,000            48,620,000       48,620,000         48,620,000       48,620,000          48,620,000        48,620,000           48,620,000           48,620,000        48,620,000           

Intangible assets acquired through business combinations, net8,978,000             7,125,000            5,278,000                        3,673,000             2,310,000           1,314,000                  695,000               209,000                              -                  (209,000)              (418,000)                (627,000)

Deferred tax assets & other assets, net 2,623,000             2,800,000            3,433,000              3,457,728         3,489,393           3,553,381         3,642,817             3,758,552          3,908,966              4,098,106             4,335,247           4,632,293             

Total assets 95,209,000           98,849,000         99,823,000            112,963,590    112,356,641      124,366,366     141,925,554        164,959,809      195,582,017         235,998,453        288,097,503      355,168,855        

Current Liabilities

Accounts payable, accrued expenses & other liabilities 5,474,000             6,743,000            6,111,000                        9,400,821          11,661,430         14,190,111            18,296,949          22,842,736             28,580,201            36,091,406          45,262,967            56,851,489 

Operating lease liabilities, current 686,000                590,000               518,000                 271,403            90,898                 (39,363)              (133,366)               (201,204)            (250,159)                (285,487)               (310,982)             (329,380)               

Unearned revenue 15,628,000           17,376,000         19,003,000                   24,953,269          31,347,097         39,379,230            49,469,452          62,145,113             78,068,684            98,072,386        123,201,679          154,769,902 

Debt, current -                         1,182,000            999,000                 10,000,000       1,788,744           2,175,597         2,658,316             3,261,334          4,015,346              4,958,912             6,140,478           7,620,906             

Total current liabilities 21,788,000           25,891,000         26,631,000            44,625,493       44,888,169         55,705,574       70,291,351          88,047,979        110,414,072         138,837,218        174,294,141      218,912,917        

Noncurrent Liabilities

Noncurrent debt 10,592,000           9,419,000            8,427,000              10,249,079       10,477,257         10,815,692       11,311,982          12,049,988        13,142,971           14,618,776           16,554,740        19,053,658           

Noncurrent operating lease liabilities 2,703,000             2,897,000            2,644,000              1,169,636         391,734              (169,639)           (574,754)               (867,105)            (1,078,081)            (1,230,332)            (1,340,203)         (1,419,492)            

Other noncurrent liabilities 1,995,000             2,283,000            2,475,000              2,655,781         2,849,767           3,057,922         3,281,281             3,520,955          3,778,135              4,054,101             4,350,224           4,667,977             

Total liabilities 37,078,000           40,490,000         40,177,000            58,699,989       58,606,927         69,409,549       84,309,860          102,751,816      126,257,097         156,279,763        193,858,902      241,215,059        

Equity

Common equity 50,920,000           55,048,000         59,842,000            60,035,245       60,228,491         60,421,736       60,614,982          60,808,227        61,001,473           61,194,718           61,387,964        61,581,209           

Treasury stock, at cost -                         (4,000,000)          (11,692,000)          (17,502,000)     (23,312,000)       (29,122,000)      (34,932,000)         (40,742,000)       (46,552,000)          (52,362,000)         (58,172,000)       (63,982,000)         

Accumulated other comprehensive income (loss) (166,000)               (274,000)              (225,000)                (225,000)           (225,000)             (225,000)           (225,000)               (225,000)            (225,000)                (225,000)               (225,000)             (225,000)               

Retained earnings (accumulated deficit) 7,377,000             7,585,000            11,721,000            15,857,000       17,462,770         19,519,060       23,674,371          29,482,226        36,997,888           46,765,576           59,048,080        74,447,665           

Total stockholders' equity 58,131,000           58,359,000         59,646,000            58,165,245       54,154,261         50,593,796       49,132,352          49,323,453        51,222,360           55,373,294           62,039,043        71,821,874           

Total Liabilies and stockholders Equity 95,209,000           98,849,000         99,823,000            116,865,234    112,761,188      120,003,345     133,442,212        152,075,269      177,479,457         211,653,058        255,897,945      313,036,933        



Salesforce

 Historical Cash Flow Statement (in thousands) 

Fiscal Years Ending Jan. 31 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Net income            (270,445)         (232,175)         (262,688)            (47,426)            179,632            127,478        1,110,000             126,000         4,072,000       1,444,000          208,000        4,136,000 

Depreciation & amortization              216,795           369,423          448,296           525,750            632,245            752,600           962,000          2,135,000         2,846,000       3,298,000       3,786,000        3,959,000 

Amortization of costs capitalized to obtain revenue contracts, net  -  -  -  -  -  -           737,000             876,000         1,058,000       1,348,000       1,668,000        1,925,000 

Stock-based compensation expense  -  -  -  -  -  -        1,283,000          1,785,000         2,190,000       2,779,000       3,279,000        2,787,000 

(Gains) losses from acquisitions of strategic investments - - - - (13,697)           -                   (542,000)        (427,000)          (2,170,000)      (1,211,000)    239,000         277,000          

Accounts receivable, net (183,242)           (424,702)        (544,610)       (582,425)        (628,477)         (720,019)         (923,000)        (1,000,000)       (1,556,000)      (1,824,000)    (995,000)       (659,000)         

Costs capitalized to obtain revenue contracts, net - - - - - - (981,000)        (1,130,000)       (1,645,000)      (2,283,000)    (2,345,000)    (1,872,000)     

Prepaid expenses & other current assets & other assets - 105,218         45,819           50,772            (28,850)           24,140            (58,000)           (119,000)          (133,000)         114,000         (302,000)       (843,000)         

Accounts payable, accrued expenses & other liabilities - (29,043)          159,973         253,986         49,953             308,225          - - 1,100,000       507,000         528,000         (478,000)         

Operating lease liabilities - - - - - - - (728,000)          (830,000)         (801,000)        (699,000)       (621,000)         

Unearned revenue 479,419            612,343         798,830         969,686         1,210,973       1,551,904       1,503,000      1,665,000        1,872,000       2,629,000      1,744,000     1,623,000       

Net cash provided by operating activities 736,897            875,469         1,173,714     1,612,585      2,162,198       2,737,965       3,398,000      4,331,000        4,801,000       6,000,000      7,111,000     10,234,000    

Business combinations, net of cash acquired (579,745)           (2,617,302)     38,071           (58,680)          (3,192,739)      (25,391)           (5,115,000)     (369,000)          (1,281,000)      (14,876,000)  (439,000)       (82,000)           

Purchases of strategic investments                 (9,695)            (31,160)           (93,725)         (366,519)             (29,987)          (216,438)          (362,000)            (768,000)       (1,069,000)      (1,718,000)         (550,000)          (496,000)

Sales of strategic investments  -  -  -  -  -            130,732           260,000             434,000         1,051,000       2,201,000          355,000            108,000 

Purchases of marketable securities (1,021,287)       (558,703)        (780,540)       (1,139,267)     (1,070,412)      (2,003,115)     (1,068,000)     (3,857,000)       (4,833,000)      (5,674,000)    (4,777,000)    (3,761,000)     

Sales of marketable securities 706,893            1,038,284      243,845         500,264         2,005,301       558,614          1,426,000      1,444,000        1,836,000       4,179,000      1,771,000     1,511,000       

Maturities of marketable securities 144,623            36,436            87,638           37,811            67,454             79,123            146,000          779,000            1,035,000       2,069,000      2,449,000     2,129,000       

Capital expenditures (175,601)           (299,110)        (290,454)       (284,476)        (463,958)         (534,027)         (595,000)        (643,000)          (710,000)         (717,000)        (798,000)       (736,000)         

Net cash used in investing activities (938,918)           (2,431,555)     (698,360)       (1,487,878)     (2,684,341)      (2,010,502)     (5,308,000)     (2,980,000)       (3,971,000)      (14,536,000)  (1,989,000)    (1,327,000)     

Proceeds from issuance of debt, net of issuance costs -                     -                  -                  -                  -                   -                   2,966,000      -                     (20,000)           7,906,000      -                  -                   

Repayments of Slack convertible notes, net of capped call proceeds-                     -                  -                  -                  -                   -                   -                   -                     -                   (1,197,000)    -                  -                   

Repurchases of common stock -                     -                  -                  -                  -                   -                   -                   -                     -                   - (4,000,000)    (7,620,000)     

Proceeds from employee stock plans 351,366            289,931         308,989         455,482         401,481          650,300          704,000          840,000            1,321,000       1,289,000      861,000         1,954,000       

Principal payments on financing obligations (3,174)               (70,663)          (82,330)          (98,157)          (98,000)           (106,000)         (131,000)        (173,000)          (103,000)         (156,000)        (419,000)       (629,000)         

Repayments of debt -                     -                  -                  -                  -                   -                   (1,529,000)     (503,000)          (4,000)              (4,000)            (4,000)            (1,182,000)     

Net cash flows from financing activities 334,545            1,598,234      (310,481)       132,648         997,698          221,225          2,010,000      164,000            1,194,000       7,838,000      (3,562,000)    (7,477,000)     

Effect of exchange rate changes 7,437                 (7,758)             (38,391)          (7,109)             (27,369)           (11,753)           26,000            (39,000)             26,000             (33,000)          (8,000)            26,000            

Net increase (decrease) in cash & cash equivalents 139,961            34,390            126,482         250,246         448,186          936,935          126,000          1,476,000        2,050,000       (731,000)        1,552,000     1,456,000       

Cash & cash equivalents, beginning of period 607,284            747,245         781,635         908,117         1,158,363       1,606,549       2,543,000      2,669,000        4,145,000       6,195,000      5,464,000     7,016,000       

Cash & cash equivalents, end of period 747,245            781,635         908,117         1,158,363      1,606,549       2,543,484       2,669,000      4,145,000        6,195,000       5,464,000      7,016,000     8,472,000       



Salesforce

Forecasted Cash Flow Statement

Fiscal Years Ending Jan. 31 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E

Net income 1,605,770       2,056,290     4,155,311      5,807,855         7,515,662        9,767,688      12,282,504     15,399,585      19,289,756    

Depreciation & amortization 1,026,832       534,360         178,968          (77,501)             (262,582)          (396,146)        (492,532)         (562,090)          (612,286)         

Change in accounts receivable, net (4,932,412)      (4,193,038)    (5,268,619)     (6,620,108)       (8,318,283)      (10,452,078)   (13,133,241)   (16,502,189)    (20,735,356)   

Change in costs capitalized to obtain revenue contracts, net (4,521,771)      671,231         843,412          1,059,762         1,331,610        1,673,192      2,102,399       2,641,708        3,319,363       

Change in prepaid expenses & other current assets (490,908)         (526,338)       (661,351)        (830,999)           (1,044,165)      (1,312,013)     (1,648,570)      (2,071,463)       (2,602,837)     

Change in deferred tax assets & other assets, net (24,728)           (31,665)          (63,988)           (89,436)             (115,735)          (150,414)        (189,140)         (237,141)          (297,046)         

Change in accounts payable, accrued expenses & other liabilities3,289,821       2,260,608     2,528,681      4,106,839         4,545,787        5,737,464      7,511,206       9,171,561        11,588,522    

Change in unearned revenue 5,950,269       6,393,828     8,032,132      10,090,222      12,675,661     15,923,572    20,003,702     25,129,292      31,568,223    

Change in intangible assets acquired through business combinations, net1,605,000       1,363,000     996,000          619,000            486,000           209,000          209,000          209,000           209,000          

Change in net cash flows from operating activities 3,507,874       8,528,277     10,740,546    14,065,634      16,813,954     21,000,266    26,645,326     33,178,264      41,727,339    

Change in operating lease right-of-use assets, net 1,134,741       818,886         590,950          426,459            307,754           222,091          160,272          115,660           83,466            

Change in marketable securities (267,790)         (280,322)       (293,441)        (307,174)           (321,550)          (336,599)        (352,351)         (368,841)          (386,103)         

Change in property & equipment, net 1,769,256       1,276,784     921,392          664,923            479,842           346,278          249,892          180,334           130,138          

Change in noncurrent costs capitalized to obtain revenue contracts, net(1,367,704)      (50,910)          860,270          1,582,119         1,607,698        1,160,200      837,262          604,214           436,034          

Change in strategic investments (226,886)         (237,505)       (248,620)        (260,255)           (272,435)          (285,185)        (298,532)         (312,503)          (327,128)         

Change in goodwill -                   -                  -                   -                     -                    -                   -                   -                    -                   

Change in net cash flows from investing activities 1,041,616       1,526,933     1,830,550      2,106,071         1,801,309        1,106,785      596,543          218,864           (63,593)           

Change in other noncurrent liabilities 180,781          193,986         208,155          223,359            239,674           257,180          275,966          296,123           317,753          

Change in operating lease liabilities, current (246,597)         (180,505)       (130,261)        (94,003)             (67,837)            (48,955)           (35,328)           (25,495)            (18,398)           

Change in noncurrent debt 1,822,079       228,179         338,435          496,290            738,006           1,092,983      1,475,805       1,935,964        2,498,918       

Change in noncurrent operating lease liabilities (1,474,364)      (777,902)       (561,373)        (405,115)           (292,351)          (210,976)        (152,251)         (109,872)          (79,289)           

Change in common stock -                   -                  -                   -                     -                    -                   -                   -                    -                   

Change in treasury stock, at cost (5,810,000)      (5,810,000)    (5,810,000)     (5,810,000)       (5,810,000)      (5,810,000)     (5,810,000)      (5,810,000)       (5,810,000)     

Change in additional paid-in capital 1,605,000.00 ########## 996,000.00    619,000.00      486,000.00     209,000.00    209,000.00     209,000.00      209,000.00    

Change in accumulated other comprehensive income (loss) -                   -                  -                   -                     -                    -                   -                   -                    -                   

Change in debt, current 9,001,000       (8,211,256)    386,853          482,719            603,018           754,012          943,566          1,181,565        1,480,428       

Change in net cash flows from financing activities 5,077,898       (13,194,498)  (4,572,192)     (4,487,751)       (4,103,491)      (3,756,755)     (3,093,241)      (2,322,714)       (1,401,588)     

Net increase (decrease) in cash & cash equivalents 9,627,388       (3,139,288)    7,998,904      11,683,954      14,511,772     18,350,296    24,148,628     31,074,414      40,262,157    

Cash & cash equivalents, beginning of period 8,472,000       18,099,388   14,960,100    22,959,004      34,642,959     49,154,731    67,505,027     91,653,654      122,728,068  

Cash & cash equivalents, end of period 18,099,388     14,960,100   22,959,004    34,642,959      49,154,731     67,505,027    91,653,654     122,728,068   162,990,226  



Salesforce

Common Size Income Statement

Fiscal Years Ending Jan. 31 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E

 Subscription and support 93.07% 92.57% 93.34% 93.81% 93.79% 93.77% 93.75% 93.72% 93.70% 93.68% 93.66% 93.64%

 Professional services and other 6.93% 7.43% 6.66% 6.19% 6.21% 6.23% 6.25% 6.28% 6.30% 6.32% 6.34% 6.36%
 Total revenues 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

 Cost of revenues 

Subscription and support 19.10% 18.57% 17.72% 17.32% 17.31% 17.31% 17.31% 17.30% 17.30% 17.29% 17.29% 17.29%

Professional services and other 7.42% 8.10% 6.78% 0.46% 0.46% 0.46% 0.47% 0.47% 0.47% 0.47% 0.47% 0.47%

Total cost of revenues 26.52% 26.66% 24.50% 17.78% 17.78% 17.77% 17.77% 17.77% 17.77% 17.76% 17.76% 17.76%

Depreciation & amortization 12.45% 12.08% 11.36% 2.17% 0.90% 0.24% -0.08% -0.22% -0.27% -0.26% -0.24% -0.21%

Total cost of revenues (net of depreciation) 14.07% 14.59% 13.15% 15.60% 16.88% 17.53% 17.85% 17.99% 18.03% 18.03% 18.00% 17.97%

Gross profit 73.48% 73.34% 75.50% 82.22% 82.22% 82.23% 82.23% 82.23% 82.23% 82.24% 82.24% 82.24%

 Operating expenses 

 Research and development 16.85% 16.12% 14.07% 15.68% 15.68% 15.68% 15.68% 15.68% 15.68% 15.68% 15.68% 15.68%

 Marketing and sales 44.75% 43.14% 36.94% 48.16% 48.16% 48.16% 48.16% 48.16% 48.16% 48.16% 48.16% 48.16%

General and administrative 9.81% 8.14% 7.27% 48.16% 48.16% 48.16% 48.16% 48.16% 48.16% 48.16% 48.16% 48.16%

Restructuring 0.00% 2.64% 2.83% 8.41% 8.41% 8.41% 8.41% 8.41% 8.41% 8.41% 8.41% 8.41%

Total operating expenses 71.41% 70.05% 61.12% 2.17% 0.90% 0.24% -0.08% 72.25% 72.25% 72.25% 72.25% 72.25%

Amortization -                   -                    -                     3.40% 2.30% 1.34% 0.66% 0.41% 0.14% 0.11% 0.09% 0.07%

Income from operations 2.07% 3.29% 14.38% 6.58% 7.68% 8.64% 9.32% 9.57% 9.84% 9.88% 9.90% 9.92%

Other expenses

Investment income 0.86% 0.42% 0.62% 1.89% 2.30% 1.67% 1.75% 1.88% 1.98% 2.05% 2.13% 2.20%

Interest expense 0.86% 0.42% 0.62% 61.74% 44.72% 47.04% 50.51% 53.03% 55.02% 57.13% 59.06% 60.96%

Gains (losses) on strategic investments, net 4.57% 0.76% 0.79% 0.87% 1.49% 0.72% 0.60% 0.52% 0.45% 0.40% 0.37% 0.34%

Gain on sales of land an building improvements 0.00% 0.00% 0.00% 42.87% 20.67% 17.42% 14.91% 13.00% 11.60% 10.53% 9.72% 9.09%

Taxes

Income before benefit from (provision for) income taxes 5.78% 2.11% 14.20% 3.82% 3.89% 6.26% 6.96% 7.17% 7.42% 7.42% 7.41% 7.38%

Total provision (benefit) for income taxes 0.33% 1.44% 2.34% 0.42% 0.43% 0.69% 0.77% 0.79% 0.82% 0.82% 0.81% 0.81%

Net income (loss) 5.45% 0.66% 11.87% 3.82% 3.89% 6.26% 6.96% 7.17% 7.42% 7.42% 7.41% 7.38%



Salesforce

Common Size Balance Sheet

Current Assets 2022 2023 2024 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E

Cash & cash equivalents 20.63% 22.38% 24.31% 38.31% 25.20% 30.78% 36.97% 41.74% 45.62% 49.30% 52.54% 55.53%

Marketable securities 19.15% 17.52% 16.42% 12.68% 10.56% 8.80% 7.33% 6.11% 5.09% 4.24% 3.53% 2.94%

Accounts receivable, net 36.76% 34.30% 32.75% 34.60% 34.60% 34.60% 34.60% 34.60% 34.60% 34.60% 34.60% 34.60%

Costs capitalized to obtain revenue contracts, net 5.49% 5.66% 5.47% 5.54% 5.54% 5.54% 5.54% 5.54% 5.54% 5.54% 5.54% 5.54%

Prepaid expenses & other current assets 4.23% 4.33% 4.48% 4.34% 4.34% 4.34% 4.34% 4.34% 4.34% 4.34% 4.34% 4.34%

 Total current assets 86.25% 84.19% 83.41% 95.48% 80.25% 84.07% 88.79% 92.34% 95.20% 98.03% 100.56% 102.96%

Noncurrent Assets

Property & equipment, net 10.63% 11.81% 10.58% 12.91% 9.02% 6.19% 4.13% 2.66% 1.61% 0.88% 0.39% 0.05%

Operating lease right-of-use assets, net 10.87% 9.22% 6.79% 8.85% 7.94% 6.56% 5.14% 3.87% 2.81% 1.97% 1.33% 0.85%

Noncurrent costs capitalized to obtain revenue contracts, net 8.84% 8.60% 7.22% 4.06% 1.08% -0.37% -1.01% -1.21% -1.20% -1.09% -0.94% -0.79%

Strategic investments 18.06% 14.90% 13.91% 2.61% 0.69% -0.24% -0.65% -0.78% -0.77% -0.70% -0.60% -0.51%

Goodwill 180.95% 154.91% 139.48% 8.22% 6.63% 4.12% 1.59% -0.10% -0.86% -1.14% -1.16% -1.07%

Intangible assets acquired through business combinations, net33.89% 22.73% 15.14% 10.74% 8.95% 7.46% 6.21% 5.18% 4.31% 3.59% 2.99% 2.49%

Deferred tax assets & other assets, net 9.90% 8.93% 9.85% 102.92% 81.91% 65.19% 51.88% 41.29% 32.86% 26.15% 20.81% 16.56%

Total assets 359.39% 315.29% 286.38% 7.78% 3.89% 1.76% 0.74% 0.18% 0.00% -0.11% -0.18% -0.21%

Current Liabilities

Accounts payable, accrued expenses & other liabilities 20.66% 21.51% 17.53% 19.90% 19.65% 19.03% 19.52% 19.40% 19.32% 19.41% 19.38% 19.37%

Operating lease liabilities, current 2.59% 1.88% 1.49% 239.13% 189.29% 166.75% 151.45% 140.09% 132.19% 159.51% 123.33% 121.00%

Unearned revenue 58.99% 55.42% 54.52% 52.82% 52.81% 52.80% 52.79% 52.78% 52.76% 52.75% 52.74% 52.73%

Debt, current 0.00% 3.77% 2.87% 21.17% 3.01% 2.92% 2.84% 2.77% 2.71% 2.67% 2.63% 2.60%

Total current liabilities 82.24% 82.58% 76.40% 19.90% 19.65% 19.03% 19.52% 19.40% 19.32% 24.39% 19.38% 19.37%

Noncurrent Liabilities

Noncurrent debt 39.98% 30.04% 24.18% 52.82% 52.81% 52.80% 52.79% 52.78% 52.76% 66.28% 52.74% 52.73%

Noncurrent operating lease liabilities 10.20% 9.24% 7.59% 21.17% 3.01% 2.92% 2.84% 2.77% 2.71% 3.35% 2.63% 2.60%

Other noncurrent liabilities 7.53% 7.28% 7.10% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Total liabilities 139.96% 129.15% 115.26% 94.47% 75.63% 74.69% 75.01% 74.77% 74.63% 93.84% 74.61% 74.58%

Equity

Common equity 192.21% 175.58% 171.68% 127.09% 101.47% 81.01% 64.68% 51.64% 41.23% 32.92% 26.28% 20.98%

Treasury stock, at cost 0.00% -12.76% -33.54% 2.48% 0.66% -0.23% -0.61% -0.74% -0.73% -0.83% -0.57% -0.48%

Additional paid-in capital 192.21% 175.58% 171.68% 5.62% 4.80% 4.10% 3.50% 2.99% 2.55% 2.74% 1.86% 1.59%

Accumulated other comprehensive income (loss) -0.63% -0.87% -0.65% 124.26% 98.74% 93.07% 89.97% 87.26% 85.33% 105.63% 82.99% 82.18%

Retained earnings (accumulated deficit) 27.85% 24.19% 33.63% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Total stockholders' equity 219.43% 186.14% 171.12% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Total Liabilies and stockholders Equity 359.39% 315.29% 286.38% 130.08% 105.82% 85.55% 68.75% 55.12% 44.01% 44.15% 28.06% 22.40%
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Value Driver Estimation

Fiscal Years Ending Jan. 31 2022 2023 2024E  2025E  2026E  2027E  2028E  2029E  2030E  2031E  2032E  2033E 

NOPLAT:

Revenue             26,492,000             31,352,000             34,857,000    47,238,827       59,356,116          74,581,682          93,712,861     117,751,526      147,956,559   185,909,776   233,598,776   293,521,034 

(Cost of revenue)              (3,728,000)              (4,574,000)              (4,582,000)    (7,371,563)      (10,016,953)         (13,077,166)        (16,731,840)      (21,186,262)       (26,683,620)   (33,518,824)   (42,054,714)    (52,741,615)

(Research and development) (4,465,000)             (5,055,000)             (4,906,000)            (7,408,964)   (9,309,446)       (11,697,432)       (14,697,977)       (18,468,214)     (23,205,588)     (29,158,192)  (36,637,761)  (46,036,001)  

(Marketing and sales) (11,855,000)          (13,526,000)          (12,877,000)          (22,748,874) (28,584,216)    (35,916,415)       (45,129,446)       (56,705,782)     (71,251,666)     (89,528,855)  ########## ##########

(General and administrative) (2,598,000)             (2,553,000)             (2,534,000)            (3,971,125)   (4,989,763)       (6,269,698)          (7,877,958)         (9,898,765)       (12,437,947)     (15,628,479)  (19,637,448)  (24,674,804)  

(Depreciation & amortization) (3,298,000)             (3,786,000)             (3,959,000)            (1,026,832)   (534,360)          (178,968)             77,501                262,582            396,146            492,532         562,090         612,286         

Implied interest on operating leases 141,120                 141,610                 115,934                 60,332          20,206              (8,750)                  (29,647)               (44,727)             (55,609)             (63,462)          (69,130)          (73,220)          

EBITA 689,120                 1,999,610              6,114,934              4,771,801    5,941,585        7,433,253           9,323,494          11,710,358      14,718,273       18,504,496   23,267,293   29,256,307    

Provision for income taxes 88,000                    452,000                 814,000                 198,466        254,148           513,578              717,825              928,902            1,207,242         1,518,062      1,903,320      2,384,127      

Tax shield on operating lease interest 15,523                    15,577                    12,753                   6,636            2,223                (963)                     (3,261)                 (4,920)               (6,117)                (6,981)            (7,604)            (8,054)             

Tax shield on restructuring -                          91,080                    108,680                 -                 -                    -                       -                       -                     -                     -                  -                  -                  

Tax on investment income (24,970)                  (14,410)                  (23,760)                  (98,028)         (150,137)          (136,641)             (180,610)            (243,680)          (321,445)           (419,113)        (546,781)        (710,260)        

Tax shield on interest expense 24,970                    14,410                    23,760                   45,217          97,137              58,841                 62,321                67,017              73,450               82,310           93,916           108,871         

Tax shield on gains (losses) on strategic investments, net133,210                 26,290                    30,470                   -                 -                    -                       -                       -                     -                     -                  -                  -                  

Tax shield on gain on sales of land an building improvements-                          -                          -                          -                 -                    -                       -                       -                     -                     -                  -                  -                  

Total adjusted taxes 236,733                 584,947                 965,903                 152,292        203,371           434,815              596,274              747,319            953,131            1,174,278      1,442,850      1,774,685      

Change in deferred taxes (177,000)                (633,000)                (24,728)                  (31,665)         (63,988)            (89,436)               (115,735)            (150,414)          (189,140)           (237,141)        (297,046)        -                  

NOPLAT: 275,387                 781,663                 5,124,304              4,587,844    5,674,225        6,909,001           8,611,485          10,812,625      13,576,003       17,093,077   21,527,397   27,481,622    

Invested Capital (IC):

Normal Cash 529,840                 627,040                 697,140                 944,777        1,187,122        1,491,634           1,874,257          2,355,031        2,959,131         3,718,196      4,671,976      5,870,421      

Accounts Recievable 9,739,000              10,755,000            11,414,000           16,346,412  20,539,450      25,808,069         32,428,176        40,746,459      51,198,537       64,331,778   80,833,967   101,569,323 

Costs capitalized to obtain revenue contracts, net 1,454,000              1,776,000              1,905,000              2,616,771    3,288,002        4,131,414           5,191,176          6,522,785        8,195,978         10,298,377   12,940,084   16,259,447    

Prepaid expenses & other current assets 1,120,000              1,356,000              1,561,000              2,051,908    2,578,246        3,239,597           4,070,597          5,114,762        6,426,775         8,075,345      10,146,808   12,749,645    

Total: 12,842,840            14,514,040            15,577,140           21,959,867  27,592,820      34,670,714         43,564,206        54,739,037      68,780,421       86,423,696   108,592,834 136,448,836 

Accounts payable                5,474,000                6,743,000               6,111,000      9,400,821       11,661,430          14,190,111          18,296,949        22,842,736        28,580,201     36,091,406     45,262,967     56,851,489 

Unearned revenue             15,628,000             17,376,000             19,003,000    24,953,269       31,347,097          39,379,230          49,469,452        62,145,113        78,068,684     98,072,386   123,201,679   154,769,902 

Total: 21,102,000            24,119,000            25,114,000           34,354,090  43,008,527      53,569,340         67,766,401        84,987,849      106,648,885    134,163,793 168,464,645 211,621,391 

Net Operating WC: (8,259,160)             (9,604,960)             (9,536,860)            (12,394,223) (15,415,707)    (18,898,627)       (24,202,195)       (30,248,812)     (37,868,464)     (47,740,097)  (59,871,811)  (75,172,555)  

PPE Book Value:

Net PPE:                2,815,000                3,702,000               3,689,000      1,919,744             642,960              (278,431)              (943,354)        (1,423,196)         (1,769,474)      (2,019,366)      (2,199,700)      (2,329,838)

Operating lease assets                2,880,000                2,890,000               2,366,000      1,231,259             412,373              (178,577)              (605,035)            (912,790)         (1,134,881)      (1,295,153)      (1,410,813)      (1,494,280)

Intangible assets acquired through business combinations, net8,978,000              7,125,000              5,278,000              3,673,000    2,310,000        1,314,000           695,000              209,000            -                     (209,000)        (418,000)        (627,000)        

Noncurrent costs capitalized to obtain revenue contracts, net2,342,000              2,697,000              2,515,000              3,882,704    3,933,614        3,073,345           1,491,226          (116,473)          (1,276,673)        (2,113,935)    (2,718,149)    (3,154,183)     

(Noncurrent debt) (10,592,000)          (9,419,000)             (8,427,000)            (10,249,079) (10,477,257)    (10,815,692)       (11,311,982)       (12,049,988)     (13,142,971)     (14,618,776)  (16,554,740)  (19,053,658)  

(Other noncurrent liabilities) (1,995,000)             (2,283,000)             (2,475,000)            (2,655,781)   (2,849,767)       (3,057,922)          (3,281,281)         (3,520,955)       (3,778,135)        (4,054,101)    (4,350,224)    (4,667,977)     

Invested Capital (IC):              (3,831,160)              (4,892,960)              (6,590,860)  (14,592,375)      (21,443,784)         (28,841,904)        (38,157,622)      (48,063,213)       (58,970,598)   (72,050,428)   (87,523,438) ###########

Free Cash Flow (FCF):

NOPLAT 275,387                 781,663                 5,124,304              4,587,844    5,674,225        6,909,001           8,611,485          10,812,625      13,576,003       17,093,077   21,527,397   27,481,622    

Change in IC (4,170,060)             (1,061,800)             (1,697,900)            (8,001,515)   (6,851,409)       (7,398,120)          (9,315,719)         (9,905,591)       (10,907,385)     (13,079,830)  (15,473,010)  (18,976,053)  

FCF 4,445,447              1,843,463              6,822,204              12,589,359  12,525,634      14,307,122         17,927,204        20,718,216      24,483,387       30,172,907   37,000,407   46,457,676    

Return on Invested Capital (ROIC):

NOPLAT 275,387                 781,663                 5,124,304              4,587,844    5,674,225        6,909,001           8,611,485          10,812,625      13,576,003       17,093,077   21,527,397   27,481,622    

Beginning IC 338,900                 (3,831,160)             (4,892,960)            (6,590,860)   (14,592,375)    (21,443,784)       (28,841,904)       (38,157,622)     (48,063,213)     (58,970,598)  (72,050,428)  (87,523,438)  

ROIC 81.26% -20.40% -104.73% -69.61% -38.88% -32.22% -29.86% -28.34% -28.25% -28.99% -29.88% -31.00%

Economic Profit (EP):

Beginning IC 338,900                 (3,831,160)             (4,892,960)            (6,590,860)   (14,592,375)    (21,443,784)       (28,841,904)       (38,157,622)     (48,063,213)     (58,970,598)  (72,050,428)  (87,523,438)  

x (ROIC - WACC) 81.26% -20.40% -104.73% -69.61% -38.88% -32.22% -29.86% -28.34% -28.25% -28.99% -29.88% -31.00%

EP 275,387                 781,663                 5,124,304              4,587,844    5,674,225        6,909,001           8,611,485          10,812,625      13,576,003       17,093,077   21,527,397   27,132,266    



Salesforce

Weighted Average Cost of Capital (WACC) Estimation

Cost of Equity: ASSUMPTIONS:

Risk-Free Rate 4.45% Type risk-free rate assumption here (example: "10-year Treasury bond")

Beta 1.20                       Type beta assumpton here (example: "Average of 2, 3, 4, and 5-year weekly beta")

Equity Risk Premium 2.49% Type ERP assumption here (example: "1928-2020 geometric average over 10-year Treasury")

Cost of Equity 7.43%

Cost of Debt:

Risk-Free Rate 4.45% Type risk-free rate assumption here (example: "10-year Treasury bond")

Implied Default Premium 0.46%

Pre-Tax Cost of Debt 4.90% Type assumption here (example: "YTM on company's 10-year corporate bond")

Marginal Tax Rate 11%

After-Tax Cost of Debt 4.36%

Market Value of Common Equity: MV Weights

Total Shares Outstanding 971,000                

Current Stock Price $325.26

MV of Equity 315,827,460        106.52%

Market Value of Debt:

Short-Term Debt 1182000

Current Portion of LTD -10000000

Long-Term Debt -10249078.67

PV of Operating Leases -271403.0177

MV of Total Debt (19,338,481.69)   -6.52%

Market Value of the Firm 296,488,978.31  100.00%

Estimated WACC 7.63%



Key Inputs:

     CV Growth of NOPLAT 2.50%

     CV Year ROIC -31.00%

     WACC 7.63%

     Cost of Equity 7.43%

Fiscal Years Ending Jan. 31 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E

DCF Model:

Free Cash Flow (FCF)        12,589,359    12,589,359     12,525,634     14,307,122    17,927,204        20,718,216           24,483,387           30,172,907           37,000,407 

Discount factor 1.0763 1.1585 1.2469 1.3421 1.4446 1.5548 1.6735 1.8013 1.8013

Continuing Value (CV)        389,053,302 

PV of FCF        11,696,521    10,867,002     10,045,207     10,660,179    12,410,173        13,325,107           14,629,952           16,751,034        200,671,928 

Value of Operating Assets: 301,057,102    

Non-Operating Adjustments

Excess Cash 17,154,612      

Current Portion of L-T Debt (10,000,000)     

Long-Term Debt (10,249,079)     

PV of Operating Leases (271,403)          

Value of Equity 297,691,232    

Shares Outstanding 971,000            

Intrinsic Value of Last FYE 306.58              

Implied Price as of Today 324.63              

EP Model:

Economic Profit (EP)          4,587,844      4,587,844        5,674,225       6,909,001      8,611,485        10,812,625           13,576,003           17,093,077           21,527,397 

Continuing Value (CV)        500,523,352 

PV of EP          4,262,474      3,960,179        4,550,569       5,147,869      5,961,333           6,954,237             8,112,287             9,489,530        258,167,673 

Total PV of EP     306,606,152 

Invested Capital (last FYE)        (6,590,860)

Value of Operating Assets: 300,015,292    

Non-Operating Adjustments

Excess Cash 17,154,612      

Current Portion of L-T Debt (10,000,000)     

Long-Term Debt (10,249,079)     

PV of Operating Leases (271,403)          

Value of Equity 296,649,422    

Shares Outstanding 971,000            

Intrinsic Value of Last FYE 306                    

Implied Price as of Today 323                    
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Dividend Discount Model (DDM) or Fundamental P/E Valuation Model

Fiscal Years Ending 2024 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E

EPS 4.25$           1.63$       2.04$       4.05$       5.56$       7.08$       9.04$       11.18$     13.79$     17.00$     

Key Assumptions

   CV growth of EPS 2.50%

   CV Year ROE 26.86%

   Cost of Equity 7.43%

Dividend Yield 0.00%

Future Cash Flows

     P/E Multiple (CV Year) 18.38       

     EPS (CV Year) 17.00$     

     Future Stock Price 312.59$   

     Dividends Per Share -$             -$         -$         -$         -$         -$         -$         -$         -$         

     Discounted Cash Flows -$             -$         -$         -$         -$         -$         -$         -$         -$         163.96$   

Intrinsic Value as of Last FYE 163.96$      

Implied Price as of Today 172.15$      



Salesforce

Relative Valuation Models

EPS EPS Est. 5yr BV Tangible Tangible

Ticker Company Price 2024 2025E P/E 24 P/E 25 EPS gr. PEG 24 PEG 25 Equity BV Equity P/B P/B

MSFT Microsoft Corporation $415.00 $11.80 $13.11 35.17       31.66       12.8 2.75          2.47          20.00 16.00 20.75       25.94       

ORCL Oracle Corp $183.74 $5.56 $6.28 33.05       29.26       12.9 2.56          2.27          20.00 16.00 9.19          11.48       

GOOG L Alphabet Inc $172.49 $8.01 $8.99 21.53       19.19       12.9 1.67          1.49          20.00 16.00 8.62          10.78       

PANW Palo Alto Networks $387.00 $5.67 $6.28 68.25       61.62       18.3 3.73          3.37          20.00 16.00 19.35       24.19       

IBM International Business Machines Corp$204.99 $10.21 $10.73 20.08       19.10       4.4 4.56          4.34          20.00 16.00 10.25       12.81       

ADBE Adobe $503.37 $18.27 $20.53 27.55       24.52       14.9 1.85          1.65          20.00 16.00 25.17       31.46       

PLTR Plantir Technology A $65.77 $0.38 $0.46 173.08     142.98     32.4 5.34          4.41          20.00 16.00 3.29          4.11          

NOW ServiceNow $1,011.39 $13.90 $16.59 72.76       60.96       30.5 2.39          2.00          20.00 16.00 50.57       63.21       

Average 56.43       48.66       3.11          2.75          18.40       23.00       

CRM Salesforce $325.26 $4.25 $1.63 76.5          199.5                 41.5 1.8            4.8            30.00 20.00 10.84       16.26       

Implied Relative Value:

   P/E (EPS24)  $       239.85 

   P/E (EPS25) 79.33$         

   PEG (EPS24) 548.18$       

   PEG (EPS25) 186.12$       

   P/Tangible BV 459.96$       



Salesforce

Key Management Ratios

Fiscal Years Ending Jan. 31 2022 2023 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E

Liquidity Ratios:

Current Ratio (CA/CL) 1.05$        1.02$        1.09$        1.01$               1.06$        1.13$        1.18$        1.23$        1.28$        1.31$        1.35$        1.38$        

Quick Ratio ((CA-Inventory)/CL) 1.05$        1.02$        1.09$        1.01$               1.06$        1.13$        1.18$        1.23$        1.28$        1.31$        1.35$        1.38$        

Cash Ratio (Cash/CL) 0.25$        0.27$        0.32$        0.41$               0.33$        0.41$        0.49$        0.56$        0.61$        0.66$        0.70$        0.74$        

Asset-Management Ratios:

Inventory Turnover (Revenue/Inventory) 1.159387 1.187801 1.198906 1.047324969 1.246037 1.189469 1.126307 1.082962 1.050416 1.020135 0.994465 0.971265

Receivables Turnover (Revenue/AR) 2.720197 2.915109 3.053881 2.889859112 2.889859 2.889859 2.889859 2.889859 2.889859 2.889859 2.889859 2.889859

Total Asset Turnover (Sales/Total Assets) 0.278251 0.317171 0.349188 0.418177457 0.528283 0.599693 0.660296 0.713819 0.756494 0.787758 0.810832 0.826427

Financial Leverage Ratios:

Debt-to-Equity Ratio (Debt/Equity) 0.182209 1182000 999000.1 10000000.18 1788744 2175597 2658316 3261334 4015346 4958912 6140478 7620906

Debt-to-Asset Ratio (Debt/Assets) 0.11125 1182000 999000.1 10000000.09 1788744 2175597 2658316 3261334 4015346 4958912 6140478 7620906

Equity Ratio (Equity/Assets) 0.610562 0.590385 0.597518 0.514902591 0.481985 0.406813 0.346184 0.299003 0.261897 0.234634 0.21534 0.202219

Profitability Ratios:

Return on Equity (NI/Beg TSE) 0.02484 0.003564 0.069342 0.027607037 0.037971 0.082131 0.118208 0.152375 0.190692 0.221813 0.248224 0.268578

Gross Margin (NI/Sales) 0.054507 0.006634 0.118656 0.033992591 0.034643 0.055715 0.061975 0.063826 0.066017 0.066067 0.065923 0.065718

Return on Assets (NI/Assets) 0.015167 0.002104 0.041433 0.014214935 0.018301 0.033412 0.040922 0.045561 0.049942 0.052045 0.053453 0.054312

Payout Policy Ratios:

Dividend Payout Ratio (Dividend/EPS) 0 0 0 0 0 0 0 0 0 0 0 0

Total Payout Ratio ((Divs. + Repurchases)/NI) 0 0 0 0 0 0 0 0 0 0 0 0
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