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Netflix Inc. is the world’s leading streaming TV network with presence in more 

than 50 countries and with over 65 million worldwide subscribers. It is engaged 

in the internet delivery of series, documentaries and films that subscribers can 

enjoy through a TV, Computer or any mobile device. In average, members 

watch around 100 million hours of Netflix’s content per day, making of Netflix 

the first choice for streaming TV.  

United States of America is the most important market for the company, since 

it represents 64% of its revenues. The international segment is 36% of Netflix 

sales. However, the home market is growing slower than the international 

segment. In 2014, the domestic streaming revenue increase by 24.72%, 

whereas the international streaming rose by 83.71%. Abroad revenues will 

continue growing faster than domestic one, since Netflix is planning to expand 

its service to new markets (Japan, Spain, Italy and Portugal) by the end of the 

year.    

On today’s second quarter report, the company surprises the market by adding 

more subscribers than what the market expected. The number of subscribers 

increased, in the second quarter of 2014, by 3.3 million new member (5.04% 

vs Q1’2015), smashing the company-forecast of 2.5 million members. The 

company gained 0.9 million members in the US vs. 0.6 million expected and 

added 2.4 million members internationally (vs 1.9 expected). The faster 

increasing subscribers is due to a growing strength of Netflix’s content, then 

the company started, in Q2, launching a large number of high profile Netflix 

original series such as “Orange is the new black” or “Daredevil”.            

In contrast to the previous quarter, revenues increased by 4.5% (US-revenues 

4.1% & foreign-revenues 9.6%), in Q2’2015, thanks to the fast growth of the 

international segment. Thus, sales stood at $1.64 billion (22.7% Y/Y). Despite, 

Q2-revenues stood just below analyst forecast, Netflix beats EPS street-

projections of $0.04, and reported Q2 Earnings-Per-Share of $0.06, after 

adjustments for its 7-for-1 split. The streaming contribution margin was 16.7% 

(vs 15.4% expected), and the company is still committed to get 40% as US 

streaming contribution margin by the end of 2020.             

 

 

 

    

2014 Q1-15 Q2-15 Q3-15e Q4-15e 2015e

3.431 985 1.026 1.056 1.098 4.165

Change % 24,72 7,42 4,16 2,92 3,98 21,39

1.308 415 455 516 579 1.967

Change % 83,71 6,96 9,64 13,41 12,21 50,38

765 173 164 157 150 643

Change % - 16,03 - 3,35 - 5,20 - 4,27 - 4,46 - 15,95

5.505 1.573 1.645 1.733 1.829 6.780Total 

Sales by service

(in Million USD)

Domestic Streaming

International Streaming

Domestic DVD
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This analysis is based on personal opinions, therefore it has to be taken as general indication for personal investments.  

Any financial consequence is due to personal choices made. 

Target price 130,17

Country

USA

Index

NASDAQ

Industry

CATV Systems

Peers

Amazon.com USA

Time Warner Cable USA

Charter Comm USA

Equity ratios 

Shares outstanding (Mio) 424,40

Market Capitalization (B. USD) 41,56

Freefloat % 96,12

Book Value 4,30

Dividend Yield  % N/A

Valuation ratios 2014 2015e

P/E 79,10 512,00

Price/BookValue 11,30 21,60

EV/EBIT 5,60 21,00

EV/Sales 0,40 0,90

EPS 0,62 0,20

Important dates

Q3 Earnings Release 26.10.2015

Q4 Eainings Release 20.01.2016

Rentability 2014 2015e

EBIT Margin % 7,32 6,40

EBITDA Margin % 10,39 7,05

ROE % 14,37 6,83

ROA % 3,78 1,52

CFO Margin % 0,30 -0,33

52 weeks Low High

45,08 102,31

Other target prices

Topeka Capital Markets 114,00

Cowen & Company 108,00

BUY

40,00

54,00

68,00

82,00

96,00

110,00
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Netflix’s ROE is being affected by the top line of the company. The net income of the company is 

being affected by costs related with the company’s overseas expansion strategy and the acquisition 

and development of new content. Then, the streaming network is sacrificing profit in order to execute 

its ambitious worldwide expansion. Furthermore, the interest expenses of the company rose by 31.7% 

from Q1’2015 to Q2’2015, decreasing the net income of the company. However, the debt to equity 

ratio is healthy and it stands at 0.49. The Assets of the company increased by 36.8%, driven by 

doubling cash and equivalents, and a rocking content library. Thus, the expected ROA for 2015 would 

be around 1.52%, decreasing by 59.7%. In general, this trend could be normal for a growing company, 

as Netflix, that needs high amount of capital to finance its growth, and needs to spend huge amount of 

money in marketing, R&D and other lines of the income statement. Netflix is planning to increase its 

presence to 200 countries by the end of 2016.  

Netflix projects, for the third quarter of 2015, to add 1.15 million domestic subscribers and 2.4 million 

international members, summing 3.55 new members. Then the firm plans to continue its international 

expansion and it said it could finish its worldwide rollout by the end of 2016, being in 150 countries 

more. Furthermore, the company is highly committed to get the break-even internationally through 

2016 and to profit in 2017 and beyond. Finally, it forecasts 100 million members by the end of 2020, 

but we strongly believe that the company could reach that number of subscribers before, if it continues 

growing as fast as it is doing.       

Highlight 

 Netflix’s Board of Directors approved a seven-for-one stock split be affected in the form of a 

stock dividend of six additional shares of common stock for each outstanding share of 

common stock. This was schedule to happen on the 14th of July. 

 Spending on films and TV shows will exceed 6 billion next year  

Share Price Analysis   

This analysis is based on personal opinions, therefore it has to be taken as general indication for personal investments.  

Any financial consequence is due to personal choices made. 

 



 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The surprising add-memberships number is rocketing the share price of the Netflix Inc. by more than 

10% in after-hours. In April, the stock started a strong upward movement, driven by the higher number 

of subscribers. The short term moving average cut up, in April, and stands above the long-term and 

the medium-term one, confirming the upward movement. In addition, the trend started with a huge 

gap that could be considered as an initiation gap, which give strength to the movement. After a long 

time in the overbuying level, the RSI returns to a healthy level and it stands at 60.87. Finally, the 

MACD is on the buying side and the signal will go further up after the market opens today. 

Our recommendation   

We strongly believe in the projections and goals of the company and we think that the subscribers will 

continue increasing as fast as it is doing. Thus, we believe that Netflix could reach the 100 million 

members before 2020, since the company is planning to expand its internet network in 150 countries 

more by the end of 2016. We believe that the company will be able to profit abroad by 2017, and so 

some company indicators will start improving. With this outlook, we believe that the stock price of 

the company should be $130.17 per share. The potential gain will be 32% and our recommendation is 

“BUY”.  
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This analysis is based on personal opinions, therefore it has to be taken as general indication for personal investments.  

Any financial consequence is due to personal choices made. 

 


