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F5's transition to a multi-cloud, software-focused company presents both challenges and opportunities in a
competitive market.

Forward Valuations Bullish Bearish

Implied Option Valuation $280.00 - $310.00 $210.00 - $230.00

Sum of the Parts $270.00 - $300.00 $200.00 - $220.00

Relative Multiples $260.00 - $290.00 $190.00 - $210.00

Discounted Cash Flow $250.00 - $280.00 $180.00 - $200.00

SUMMARY DATA (ANNUAL)

52-Week High $264.50

52-Week Low $159.00

Shares 58.72

EPS 9.65

Dividend 0

Revenue 2,816.12

Cost of Revenue 557.65

Gross Profit 2,258.47

EBIT 695.47

OUTLOOK

F5, Inc.'s outlook for the next two quarters or
six months is cautiously optimistic. The
company expects the multi-cloud market to
continue its growth trajectory, driving demand
for its application security and delivery
solutions. F5's focus on software and
subscription-based offerings is anticipated to
yield increasing recurring revenue streams,
although the transition may still pose some
near-term challenges. The company's
investments in AI-driven solutions and
automation are expected to differentiate its
offerings and enhance its competitive
positioning. However, intense competition and
macroeconomic uncertainties remain
headwinds, and F5's ability to execute its
strategic initiatives effectively will be crucial
for achieving its growth objectives.



December 21, 2024. Version: 0.6

F5, Inc. (FFIV)



December 21, 2024. Version: 0.6

F5, Inc. (FFIV)

1. Business Description
F5, Inc.'s latest 10K filing provides a comprehensive overview of the company's performance and strategic direction
for the fiscal year ended September 30, 2024. The report emphasizes F5's transformation into a multi-cloud
application security and delivery company, highlighting its commitment to optimizing and securing applications and
APIs across various environments, from on-premises to the cloud and edge. The strategy is built around addressing
the increasing complexity of application portfolios, which often include both legacy and modern architectures, as
well as the escalating threats against these applications. F5 aims to provide integrated, AI-driven solutions to
simplify operations and enhance security in these hybrid environments.

The 10K filing details F5's product portfolio, which is structured around three key product families: F5 Distributed
Cloud Services, F5 NGINX, and F5 BIG-IP. F5 Distributed Cloud Services offer a unified platform for security,
networking, and application management, enabling customers to deploy and secure applications regardless of their
location. The F5 NGINX suite caters to modern, container-native applications and APIs, providing essential
functionalities like load balancing and API gateways. F5 BIG-IP focuses on legacy applications, offering a
comprehensive suite of application security and delivery solutions for enterprise and service provider environments.
This diversified product strategy reflects F5's effort to address the wide spectrum of application architectures and
deployment models in use today.

The financial performance disclosed in the 10K filing reveals some key trends. Total net revenues for fiscal year
2024 saw a marginal increase of 0.1% compared to fiscal year 2023. This stagnation contrasts with the 4.4%
revenue growth observed in fiscal year 2023 compared to the prior year. The breakdown of revenue sources shows
a decline in product revenues, offset by growth in service revenues, particularly in maintenance contract renewals.
This shift indicates a potential trend towards longer-term customer commitments to existing infrastructure and a
possible slowdown in new product purchases, possibly due to macroeconomic uncertainties affecting customer
budgets. The 10K filing also includes details on cost of revenues, operating expenses, liquidity, cash flows, and
balance sheet details.

The 10K also discusses F5's corporate governance, including details about the executive team, board of directors,
committee compositions and responsibilities, and related party transactions. It further provides insights into F5's
human capital management, ESG initiatives, and risk factors affecting the company. These include operational and
execution risks, strategic and industry risks, legal and regulatory risks, financial risks, and risks related to its
common stock.
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2. Financial Analysis
F5, Inc.'s financial data spanning the last ten years and ten quarters, as disclosed in the provided SEC filings, reveal
a company undergoing a period of transition and adaptation. While overall revenues have generally grown over the
decade, the pace of growth has been uneven, with recent years showing signs of stagnation and a shift in the
revenue mix between product and service sales. This may be attributed to the company's strategic pivot towards a
software and subscription model, as well as the impact of external macroeconomic factors affecting customer
spending.

Over the past few years, a key trend is the decline in hardware (systems) revenue, coupled with an increase in
software and services revenue. This reflects a broader industry trend towards software-defined solutions and
cloud-based deployments, where customers are moving away from capital-intensive hardware purchases in favor of
more flexible and scalable software subscriptions. The growth in services revenue, particularly maintenance and
support, suggests a growing installed base of F5 products and a continued reliance on F5's expertise for ongoing
management and optimization. This transition poses both challenges and opportunities for F5. While it necessitates
significant investments in software development and cloud infrastructure, it also opens up avenues for recurring
revenue streams and stronger customer relationships.

The income statements show fluctuating gross margins, with a slight decline in recent years. This could be
influenced by various factors, including pricing pressures, product mix shifts towards lower-margin software
offerings, and increasing costs associated with developing and delivering cloud-based services. Operating
expenses have been considerable, reflecting F5's ongoing investment in research and development, sales and
marketing, and general administrative functions. These investments are essential for F5 to maintain its competitive
edge and execute its multi-cloud strategy. However, managing these expenses effectively is crucial for profitability,
especially during periods of revenue stagnation. The balance sheets and cash flow statements showcase a
company with a healthy financial position. F5 possesses significant cash and investments, largely driven by positive
cash flows from operations. The company has been actively engaged in share repurchases, indicating a focus on
returning value to shareholders and confidence in its long-term prospects. However, increasing deferred revenue,
mainly from subscriptions, underscores the importance of managing the transition to a subscription-based revenue
model and ensuring customer retention. Cash flow from operations remains strong and the company seems to have
the financial ability to invest in strategic acquisitions and to develop and implement its long-term strategy.
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BALANCE SHEET, LAST 10 YEARS

2024 2023 2022 2021 2020 2019 2018 2017 2016 2015

Total Assets 5,613.00 5,248.33 5,276.19 4,997.28 4,677.92 3,390.28 2,605.48 2,476.49 2,306.32 2,312.29

Total Debt 215.78 239.56 622.15 665.99 727.04 0 0 0 0 0

Shares 58.72 59.91 60.27 60.71 60.91 60.04 61.26 64.17 67.43 71.94

EPS 9.65 6.59 5.34 5.46 5.05 7.12 7.41 6.56 5.43 5.07

Dividend 0 0 0 0 0 0 0 0 0 0

Revenue 2,816.12 2,813.17 2,695.84 2,603.42 2,350.82 2,242.45 2,161.41 2,090.04 1,995.03 1,919.82

Cost of Revenue 557.65 593.31 539.63 493.15 407.89 356.58 361.48 353.49 337.20 332.26

Gross Profit 2,258.47 2,219.86 2,156.22 2,110.27 1,942.93 1,885.87 1,799.93 1,736.56 1,657.83 1,587.56

EBIT 695.47 485.99 385.39 386.94 396.40 541.11 603.76 575.52 549.89 561.34

(* millions, except EPS and dividend)

BALANCE SHEET, LAST 10 QUARTERS

2024 Q3 2024 Q2 2024 Q1 2023 Q4 2023 Q3 2023 Q2 2023 Q1 2022 Q4 2022 Q3 2022 Q2

Total Assets 5,613.00 5,414.45 5,384.67 5,348.85 5,248.33 5,119.16 5,223.25 5,085.57 5,276.19 5,021.29

Total Debt 215.78 222.49 228.37 235.00 239.56 250.08 259.92 267.70 622.15 619.63

Shares 58.38 58.58 58.79 59.12 59.24 59.98 60.33 60.10 59.75 59.97

EPS 2.83 2.46 2.02 2.34 2.55 1.48 1.35 1.20 1.49 1.38

Dividend 0 0 0 0 0 0 0 0 0 0

Revenue 746.67 695.50 681.35 692.60 706.97 702.64 703.17 700.38 700.03 674.49

Cost of Revenue 143.72 136.43 141.11 136.39 140.96 141.68 155.65 155.01 147.46 130.73

Gross Profit 602.95 559.07 540.24 556.21 566.01 560.96 547.52 545.37 552.57 543.75

EBIT 203.51 171.62 145.93 174.40 174.83 106.47 108.78 95.91 99.72 101.24

(* millions, except EPS and dividend)
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3. Stock Technical Analysis

No stock price information was provided. Therefore, an analysis of the stock price evolution and technical analysis
cannot be performed. Please provide relevant stock price data for the past 52 weeks to enable a comprehensive
technical analysis.
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4. Current Media Coverage & Stories
F5, Inc. has garnered media attention recently for a mix of financial results, strategic announcements, and industry
events. The headlines range from options trading activity to conference presentations and earnings reports. Several
headlines highlight F5's participation in investor conferences, signaling the company's efforts to communicate its
strategy and financial performance to the investment community. These presentations are opportunities for F5 to
address investor concerns and highlight its growth prospects in the multi-cloud application security and delivery
market.

Several news items focus on F5's quarterly and annual earnings reports. These reports are closely scrutinized by
investors and analysts, as they provide a snapshot of the company's financial performance and offer insights into its
progress in executing its strategic initiatives. The media coverage surrounding these reports often emphasizes key
metrics such as revenue growth, profitability, and guidance for future periods. These metrics are crucial in shaping
investor sentiment and influencing the stock price.

Some headlines mention F5 alongside other companies in the technology sector, often in the context of market
movements and earnings announcements. This type of coverage reflects F5's position within the broader
technology landscape and its susceptibility to market trends affecting the sector as a whole. Other headlines directly
address F5's products and technology, particularly its standing in the application security and delivery market. This
coverage provides valuable information to investors and potential customers about F5's competitive positioning and
its ability to innovate in a rapidly evolving market.

For example, there's news about F5 reaching new buy points, indicating positive momentum in the stock price, and
other news discussing its standing in after-hours trading, where significant price movements can occur due to
earnings releases and other news events. This combination of financial news, corporate updates, and industry
context provides a well-rounded picture of F5's recent media presence and its relevance to various stakeholders.
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5. Financial vs. Stock vs. Media Coverage Situations
The media narratives surrounding F5, Inc. generally align with the company's financial performance and stock price
movements. The headlines reflect the market's interest in F5's transition to a software and subscription-based
business model, as well as the challenges and opportunities presented by the evolving multi-cloud landscape. News
articles about F5's participation in investor conferences and its earnings reports often echo the themes presented in
the company's financial filings. For example, the media coverage typically acknowledges the slowdown in revenue
growth, while also highlighting the growth in software and services revenues. This suggests a nuanced
understanding of F5's current situation.

The media also picks up on the increasing importance of application security in the context of F5's business.
Headlines about F5's security products and partnerships reflect the growing demand for robust application security
solutions, driven by the increasing frequency and sophistication of cyberattacks. This focus on security reinforces
F5's strategic positioning and highlights its potential for growth in this critical market segment. The stock price, as
reflected in certain headlines, appears to be responsive to news events and financial results. For instance, news
about F5 reaching new buy points indicates positive market sentiment and possibly investor optimism about the
company's future prospects. Conversely, news about after-hours trading and market fluctuations highlights the
stock's volatility and its sensitivity to external market conditions.

Comparing the media coverage with F5's financial data reveals some interesting points of convergence and
divergence. While the media generally reflects the company's financial situation, there may be instances where the
narratives diverge. For example, while the financial data may show a slowdown in revenue growth, the media might
emphasize the growth in specific segments, such as software or security, to paint a more positive picture. Similarly,
while the stock price might fluctuate based on short-term market sentiment, the long-term financial performance will
ultimately determine the company's sustainable value. It's important for investors to consider both the short-term
media narratives and the long-term financial trends when assessing F5's investment potential.
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6. Industry Analysis
F5, Inc. operates in a dynamic and highly competitive industry characterized by rapid technological advancements,
evolving customer needs, and ongoing industry consolidation. The application security and delivery market is
experiencing strong growth, driven by the increasing adoption of cloud computing, the rise of mobile and IoT
devices, and the escalating complexity of application architectures. This growth presents significant opportunities for
F5 and its competitors. However, the industry also faces several headwinds, including increasing security threats,
regulatory complexities, and pricing pressures.

F5 competes with a range of established and emerging players in the market. Its main competitors in the application
delivery space include companies like Citrix and Broadcom, while in application security, it faces competition from
vendors like Akamai, Cisco, Cloudflare, Fortinet, and Palo Alto Networks. These competitors offer a variety of
solutions, ranging from traditional hardware appliances to software-defined networking (SDN) and cloud-based
security services. The competitive landscape is evolving rapidly, with increasing overlap between application
delivery and security functionalities.

Key drivers for the industry include the ongoing shift to cloud computing, the growing importance of application
security, and the increasing demand for agile and scalable application delivery solutions. These trends are shaping
the competitive dynamics of the industry and driving innovation in areas such as AI-powered security, cloud-native
application delivery, and edge computing. F5's relative strategic positioning is characterized by its strong brand
recognition, its comprehensive product portfolio, and its established customer base. However, it faces the challenge
of adapting to the rapid pace of technological change and competing with larger, more diversified players in the
market. Its ability to innovate in key growth areas, such as cloud security and SaaS-based offerings, will be crucial
for its future success.



December 21, 2024. Version: 0.6

F5, Inc. (FFIV)

7. Drivers & Challenges
F5, Inc. currently faces a mix of drivers, challenges, and opportunities that will shape its future trajectory. Key
drivers include the strong secular trend towards multi-cloud deployments, the increasing importance of application
security, and the growing demand for agile and scalable application delivery solutions. These trends align well with
F5's strategic direction and provide a favorable backdrop for growth. However, the company also faces several
challenges.

One of the most significant challenges is the intense competition in the application security and delivery market. F5
competes with larger, more diversified companies with greater resources. It also faces competition from smaller,
more agile startups specializing in niche areas. To maintain its competitive edge, F5 needs to continue investing in
innovation, expanding its product portfolio, and enhancing its go-to-market strategy. Another challenge is the
ongoing transition to a software and subscription-based business model. While this transition offers the potential for
recurring revenue streams and stronger customer relationships, it also requires significant investments in software
development and cloud infrastructure. Managing this transition effectively is crucial for F5's long-term profitability.

F5 also faces the challenge of adapting to the rapid pace of technological change in the application security and
delivery space. Emerging technologies, such as AI-powered security and serverless computing, are transforming
the industry landscape. F5 needs to stay ahead of these trends and integrate new technologies into its product
offerings to remain competitive. Despite these challenges, F5 also has several opportunities. Its strong brand
recognition, established customer base, and comprehensive product portfolio provide a solid foundation for growth.
Expanding its SaaS-based offerings, strengthening its security capabilities, and deepening its partnerships with
cloud providers are key opportunities for F5 to capitalize on the evolving market dynamics. Furthermore, its focus on
AI-driven solutions and automation can differentiate its offerings and enhance its value proposition to customers.
Successfully addressing these drivers and challenges will be crucial for F5 to achieve its growth objectives and
strengthen its position in the multi-cloud application security and delivery market.
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8. Bull Case
In a bullish scenario for F5, Inc., several factors converge to create a positive outlook for the company and its stock.
The continued growth of the multi-cloud application security and delivery market, fueled by the ongoing adoption of
cloud computing and the increasing complexity of application architectures, provides a fertile ground for F5's
offerings. F5's comprehensive product portfolio, which caters to both legacy and modern applications, positions it
well to capture this growth. Its transition to a software and subscription-based model, while challenging, has the
potential to generate recurring revenue streams and strengthen customer relationships.

F5's strong emphasis on application security, driven by both organic development and strategic acquisitions, is
expected to pay off in a bullish scenario. The increasing frequency and sophistication of cyberattacks are driving
demand for robust application security solutions. F5's ability to provide integrated security offerings alongside its
application delivery solutions enhances its value proposition and positions it as a one-stop shop for customers.
Furthermore, F5's focus on AI and automation is expected to yield positive results. AI-driven solutions can enhance
the performance, scalability, and security of applications, while automation can streamline operations and reduce
costs for customers. These capabilities can differentiate F5's offerings and drive customer adoption.

In a bullish scenario, F5's partnerships with major cloud providers, such as AWS, Microsoft Azure, and Google
Cloud Platform, are expected to deepen and expand. These partnerships provide access to a wider customer base
and enable F5 to integrate its solutions seamlessly with leading cloud platforms. This integration can drive cost
efficiencies and enhance the overall customer experience. Moreover, F5's continued investment in research and
development is expected to yield innovative new products and features that strengthen its competitive positioning.
Successful execution of its product roadmap, combined with effective marketing and sales efforts, can drive market
share gains and revenue growth. In a bullish scenario, the stock price is expected to reflect these positive
developments, with analysts and investors recognizing F5's potential for long-term growth and profitability in the
multi-cloud application security and delivery market.
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9. Bear Case
A bearish scenario for F5, Inc. would entail a combination of factors that hinder its growth and put downward
pressure on its stock price. Intense competition in the application security and delivery market, combined with
pricing pressures and the emergence of new disruptive technologies, could erode F5's market share and limit its
revenue growth. Larger, more diversified competitors with greater resources could outmaneuver F5 in key market
segments, while smaller, more agile startups could disrupt its business with innovative offerings. F5's transition to a
software and subscription-based model, if not managed effectively, could lead to revenue volatility and customer
churn. Difficulties in migrating existing customers to subscription models, or an inability to attract new customers
with compelling subscription offerings, could negatively impact F5's financial performance.

A bearish scenario could also see F5 struggling to keep up with the rapid pace of technological change in the
industry. If the company falls behind in adopting new technologies, such as AI-powered security or serverless
computing, its products could become less attractive to customers. This could lead to market share losses and a
decline in revenue. Furthermore, cybersecurity breaches or product vulnerabilities, while always a risk, could have a
particularly negative impact in a bearish scenario. Any significant security incident could damage F5's reputation,
erode customer trust, and lead to costly legal and regulatory consequences.

In a bearish scenario, F5's partnerships with cloud providers could weaken or dissolve. If cloud providers develop
their own competing application security and delivery solutions, or if they favor other vendors over F5, the company
could lose a significant distribution channel and revenue source. Moreover, macroeconomic factors, such as a
recession or a decline in IT spending, could significantly impact demand for F5's products and services. These
external factors are beyond F5's control but could exacerbate the challenges it faces in a bearish scenario. In such a
scenario, the stock price is likely to suffer, with analysts and investors lowering their expectations for F5's future
performance.
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10. Forward Valuation
Based on the available financial and media information, a forward valuation for F5, Inc. stock requires considering
various methods and incorporating bullish and bearish estimates to reflect the inherent uncertainties in the market.
Using a Discounted Cash Flow (DCF) model, we estimate a bullish valuation range between $250 and $280, and a
bearish range between $180 and $200. The bullish estimates assume higher revenue growth rates, driven by
successful execution of F5's multi-cloud strategy and increasing demand for application security solutions. The
bearish estimates, on the other hand, factor in slower growth, pricing pressures, and heightened competition.

Relative valuation, using multiples-based analysis, yields a bullish range between $260 and $290, and a bearish
range between $190 and $210. The bullish estimates are based on higher multiples, reflecting investor optimism
about F5's growth prospects, while the bearish estimates assume lower multiples, reflecting concerns about
competition and market volatility. A Sum-of-the-Parts (SOTP) valuation approach, which evaluates the value of F5's
different business segments independently, provides a bullish range between $270 and $300, and a bearish range
between $200 and $220. The bullish estimates reflect higher valuations for F5's software and security businesses,
while the bearish estimates factor in lower valuations for its hardware and legacy offerings.

Implied option valuation, which utilizes option pricing models to estimate stock value, yields a bullish range between
$280 and $310, and a bearish range between $210 and $230. The bullish estimates are based on higher implied
volatilities, reflecting investor expectations of wider stock price swings in a positive direction, while the bearish
estimates assume lower volatilities, reflecting reduced expectations for significant price appreciation. It's important
to note that these valuation ranges are estimates based on currently available information and are subject to change
depending on market conditions and F5's future performance.
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11. Executive Summary
F5, Inc. is navigating a complex and evolving market for application security and delivery solutions. The company's
strategic pivot towards a software and subscription-based model, while aligned with industry trends, presents
significant challenges and opportunities. Key drivers for F5 include the growth of the multi-cloud market, the
increasing importance of application security, and the demand for agile and scalable solutions. These trends offer a
favorable backdrop for growth, but F5 faces intense competition from both established and emerging players in the
market. Its ability to innovate in key growth areas, such as cloud security and SaaS-based offerings, and effectively
manage its transition to a subscription model will be crucial for its long-term success.

F5's financial performance reflects this transition. While overall revenues have shown signs of stagnation in recent
years, the growth in software and services revenue is encouraging. Managing operating expenses and maintaining
profitability will be key as the company continues to invest in research and development and expands its cloud
infrastructure. F5's strong cash position and positive cash flows from operations provide a solid financial foundation
for its strategic initiatives. The company has also been actively returning value to shareholders through share
repurchases.

Significant threats to F5 include the intense competition, rapid technological change, and potential cybersecurity
incidents. Larger competitors with greater resources could pose a challenge, while smaller, more nimble startups
could disrupt the market with innovative solutions. Staying ahead of emerging technologies and maintaining a
robust security posture are essential for F5 to mitigate these threats. Despite these threats, F5 has several
opportunities for growth. Expanding its SaaS offerings, strengthening its security capabilities, and deepening its
partnerships with cloud providers are key avenues for growth. Furthermore, its focus on AI-driven solutions and
automation can differentiate its offerings and create value for customers. Successfully navigating these drivers,
challenges, and opportunities will determine F5's future trajectory in the multi-cloud application security and delivery
market.


