A ZACKS | voursicst:
Wix.com Ltd.(WIX)

$148.26 (As of 02/14/20)
Price Target (6-12 Months): $171.00

Summary

Wix.com is a cloud-based web development platform. Solid
conversion and retention rates in its user cohorts have been
aiding collection growth and boosting the company’s top line.
Also, robust increase in ARPS, net premium subscriptions
and registered users remain tailwinds. Further, Wix continues
to launch a number of user-friendly applications to meet the
requirements of a dynamic retail environment, consequently
adding to its user base, which is a positive. Massive growth in
e-commerce spending also bodes well for Wix. Moreover, the
company’s sound liquidity and cash flow position remain
noteworthy. Notably, shares of Wix have outperformed the
industry in the past one year. However, increasing
investments on product development, infrastructure and
platform are anticipated to weigh on Wix’s bottom-line.

Data Overview

52 Week High-Low

$155.75 - $104.61

20 Day Average Volume (sh) 351,020
Market Cap $7.4B
YTD Price Change 21.2%
Beta 1.36
Dividend / Div YId $0.00/0.0%

Industry

Zacks Industry Rank

Computers - IT Services

Top 35% (90 out of 255)

Last EPS Surprise 46.4%
Last Sales Surprise -0.5%
EPS F1 Est- 4 week change 0.0%
Expected Report Date 02/20/2020
Earnings ESP 0.0%
P/ETTM 123.6
P/E F1 1215
PEG F1 4.6
P/STTM 10.3

Feb 17, 2020
Long Term: 6-12 Months = Zacks Recommendation: Outperform
(Since: 01/14/20)
Prior Recommendation: Neutral
Short Term: 1-3 Months | Zacks Rank: (1-5) 2-Buy
Zacks Style Scores: VGM:D

Value: F Growth: A Momentum: F
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Q1 Q2 Q3 Q4  Annual*
2020 219E 234E 247E 258 E 959 E
2019 174 A 185 A 197 A 205 E 762 E
2018 138 A 146 A 156 A 164 A 604 A
EPS Estimates

Q1 Q2 Q3 Q4  Annual*
2020 -$0.02 E $0.34 E $0.38 E $0.43 E $1.22E
2019 $0.03 A $0.34 A $0.41 A $0.27 E $1.06 E
2018 -$0.05 A $0.29 A $0.39 A $0.42 A $1.07 A

*Quarterly figures may not add up to annual.

The data in the charts and tables, including the Zacks Consensus EPS and Sales estimates, is as of 02/14/2020. The reports text is as of

02/17/2020.
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Overview

Headquartered in Tel Aviv, Israel and founded in 2006, Wix.com Ltd. is a
cloud-based web development platform.

The company's platform offers solutions that enable businesses,
organizations, professionals and individuals to develop customized
websites and application platforms.

The company’s core products and services include Wix Editor, Wix ADI,
Corvid by Wix (formerly Wix Code), Wix Mobile, Web, Wix App and Wix
SEO Wi.

Wix Editor offers ready templates, and drag-and-drop editor tool to
facilitate Website editing to make web stores look professional without
any design experience.

Wix ADI allows users to design websites customized to meet their
specific needs. Corvid by Wix is designed to aid developers manage
their workflow in a streamlined manner.

Ascend by Wix suite comprises of advanced features which allow users
to seamlessly connect with customers, automate work processes, and
aids in expanding business. Moreover, with Wix Logo Maker users can
generate a logo by utilizing artificial intelligence.

Apart from the company’s own payment solution Wix Stores, payment

wallets like Apple Pay and Google Play is also available to the merchants, who they offer to customers for completing transaction done on the
Wix App. Additionally, Wix Payments platform allows users to accept payments from customers via Wix Website.
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In 2018, revenues increased 42% over 2017 to $603.7 million. The company offers solutions through a freemium and subscription model.
majority of increase in the revenues was driven by 24% growth in the number of premium subscriptions.

Registered users as of Sep 30, 2019 came in at 160 million, up 17% year over year. The company added a total of 132,000 net premium
subscriptions in third-quarter 2019, which came in at 4.4 million as of Sep 30, 2019 (up 15% year over year).

In 2018, the company generated 52% of revenues from North America, 27% from Europe, 8% from Latin America and the remaining 13% from

Asia and Others.
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Reasons To Buy:

A The National Retail Federation (NRF) said that it expects retail sales to climb higher than what Wix benefits from the
had been earlier projected. Spending at retailers for this year — excluding automobiles, launch of a number of
gasoline stations and restaurants — is predicted to grow in the range of 3.8-4.4% in 2019, user-friendly applications.
amounting to $3.82-$3.84 trillion. The estimates for global retail e-commerce sales by market Massive growth in e-
research firm eMarketer (excluding travel, restaurant and event ticket sales) to grow 15.1% commerce anng with its
year over year to reach $605.3 billion in 2019, accounting for 10.9% of total retail spending sound quuidity and cash
worldwide. This will further increase to $893.4 trillion by 2022, which will make up 14.8% of flow bodes well for Wix.

total retail spending. We believe that the massive growth in e-commerce spending bodes well

for Wix. The company’s cloud-based platform is well-positioned to address the growing

needs of merchants at a time when social media, cloud computing, mobile devices and data analytics are transforming the e-commerce
market place.

A Wix continues to add functionality to its platform, which is responsible for driving merchant base. Of late, consumers are gravitating toward
mobile devices, businesses, organizations and professionals for websites and dynamic digital presence that helps in interacting with
customers, suppliers, partners and employees online and in real time. Consequently, demand for high-level customer engagement products
and services are increasing. The company offers web development, design, solutions and apps via online platform that enables businesses,
organizations, professionals and individuals to create digital presence. Through registration, users can access company’s Wix Editor, Wix
ADI and Corvid by Wix capabilities. These tools help users to enhance their digital presence. We believe there is a significant opportunity for
the company to provide a cost-effective solution to aid the increasing demand of businesses, organizations, professionals and individuals in
the digital market.

A Notably, the percentage of registered users using Wix Payments grew every quarter throughout 2018. The company’s registered users
increased to 160 million as on Sep 30, 2019, up 17% year over year. The company added a total of 114,000 net premium subscriptions in the
last reported quarter, which came in at 4.4 million as of Sep 30, 2019 (up 15% year over year). Wix continues to launch a number of user-
friendly applications to meet the requirements of a dynamic retail environment, consequently adding to user base. Management anticipates
this trend to continue as the company expands shipping partners and add new features. We believe that product innovations and partnership
deals will boost user base that will eventually drive top-line growth in 2019.

A Mobile focus provides significant leverage to Wix. The company’s Wix App, a mobile application accessible on iOS and Android, allows users
to create and manage content on their websites from a mobile device. We note that the company is benefiting from retail’s rapid transition to
mobile and social sales channels. Per eMarketer, M-commerce sales grew 32.7% in 2018. The research firm expects 2019 holiday season
retail spending to grow 3.7% to $1.035 trillion. Overall eMarketer projects M-commerce sales to grow 29.9% to reach $270.4 billion in 2019
from $208.1 billion in 2018. We believe that this rapid growth will present significant opportunities for Wix in the long term.

A Wix has a strong balance sheet with ample liquidity position. Cash and cash equivalents and short-term deposits were $587.3 million as of
Sep 30, 2019 which translates to around 71.7% of the total assets. Moreover, the company generated $36.1 million of cash flow from
operational activities in the third quarter of 2019. Free cash flow came in at $29.2 million. The liquidity and cash flow reflects that the company
is making investments in the right direction. Moreover, since it carries no long-term debt, the cash is available for pursuing strategic
acquisitions, investment in growth initiatives and distribution to shareholders.



Risks

e Wix is relatively a new player in the e-commerce marketplace. Although it is not a direct competitor to behemoths like Alibaba and
Amazon, but companies like Shopify and BigCommerce which provide e-commerce software poses threat to Wix. Companies that develop
cloud-based software and payments platform like Mindbody and BookingSuite also adds to its competitive woes. Moreover, the company
focuses on the SMB segment which is more susceptible to macro-economic headwinds. Both factors present significant risk for its growth
prospects.

e Lack of big-shot international customers is a headwind for Wix. The company doesn’t have significant presence in the Asia-Pacific market,
which is the fastest growing retail e-commerce market according to eMarketer. Since the developed markets of Europe, America and
Canada are already saturated, most of the U.S. companies are looking toward the emerging ones. These new markets offer growth
opportunity driven by a larger population and the presence of an affluent middle class. However, lack of foothold in these markets due to
difficulties related with payment collections along with legal, economic, tax and political risks that are greater than more developed markets
could likely impact Wix. These are the primary headwinds in our view.

e We believe that increasing investments on product development, Corvid by Wix and HTML5-based products and solutions will make it
difficult for the company to sustain profitability. Moreover, it expects the hiring rate to increase in 2019, which will further increase research
& development (R&D) expense. We also note that Wix has been incurring losses in each fiscal year since its inception and has an
accumulated deficit of $383.2 million as of Sep 30, 2019. Despite the improving top line, mounting losses doesn't bode well for investor
confidence.

e Moreover, the company is trading at premium in terms of Price/Book (P/B). Wix.com currently has a trailing 12-month P/B ratio of 37.19X.
This level compares unfavorably with what the industry witnessed in the last year. Consequently, the valuation looks slightly stretched from
P/B perspective.



Last Earnings Report

Wix.com Tops Q3 Earnings Estimates, Updates 19 View Quarter Ending 09/2019
Wix.com Ltd. reported third-quarter 2019 non-GAAP earnings of 41 cents per share beating the Report Date Nov 14, 2019
Zacks Consensus Estimate by 46.43%. Notably, the bottom line also improved 5.1% on a year- Sales Surprise -0.48%
over-year basis. EPS Surprise 46.43%

Quarterly EPS 0.41

Total revenues surged 26% year over year to $196.8 million. The top line lagged the Zacks
Consensus Estimate by 0.48%. Nonetheless, figure came within management’s guided range of Annual EPS (TTM) 1.20
$196 million to $198 million.

The year-over-year increase in the top line can primarily be attributed to robust product offering and higher sales of complementary products.
Further, growing user and premium subscription base were other positives.

Key Metrics in Q3

Collections during the reported quarter came in at $205.9 million, up 26% year over year, attributable to expansion of new products,
enhancement of existing products and improvement in pricing strategies. Management had projected collections in the range of $204-$206
million. Unfavorable foreign exchange movement limited growth. On a constant currency basis, collections would have been $207 million, up 27%
year over year.

The company witnessed better-than-expected conversion and retention in user cohorts. The company added a total of 114,000 net premium
subscriptions in the reported quarter, which came in at 4.4 million as of Sep 30, 2019 (up 15% year over year).

Wix added 5.5 million registered users during the reported quarter. Registered users as of Sep 30, 2019 came in at 160 million, up 17% year over
year.

During the reported quarter, average revenue per subscription (ARPS) improved 8% year over year to $175. The surge can primarily be
attributed to solid adoption of higher priced subscription packages.

Notably, Average Collections per Subscription (ACPS) of the latest annual subscriptions in the US improved 39% on a year-over-year basis and
came in at $247 in the third quarter.

Operating Results

Non-GAAP gross profit advanced 17.2% from the year-ago quarter to $145.2 million. Nonetheless, non-GAAP gross margin contracted 600 bps
to 74%, primarily owing to increasing investments in Wix Payments and Customer Solutions organization.

Non-GAAP Research and development expenses of $49.5 million, increased 28.2% year over year. Non-GAAP Selling and marketing expenses
came in at $70.3 million, up almost 19% year over year. Non-GAAP General and administrative expenses surged 34.7% on a year-over-year

basis to $13.2 million.

The company reported non-GAAP operating income of $12.3 million, down 24.6% year over year. As percentage of revenues non-GAAP
operating margin contracted 420 bps to 6.3%.

Balance Sheet & Cash Flow

As on Sep 30, 2019, Wix had cash and cash equivalents of $283.2 million, compared with $351.5 million in the previous quarter. The company
ended the quarter with $354.6 million in long-term debt compared with $349.3 million in the previous quarter.

Cash flow from operations came in at $36.1 million during the third quarter compared with $37.2 million reported in the previous quarter. Free
cash flow was $29.2 million, compared with $30.8 million reported in the prior quarter.

Guidance
For the fourth quarter, the company anticipates revenues in the range of $204-$206 million, suggesting growth of 24-25% from the year-ago
quarter. The guidance takes impact of foreign exchange rates into account. Collections are projected to be in the range of $222-$225 million,

indicating an improvement of 26-28% from the year-ago reported figure.

The company updated fiscal 2019 guidance. Management now anticipates revenues in the range of $761-$763 million, compared with prior
guided range of $761-$765 million. This indicates an improvement of 26% from the year-ago reported figure.

Collections are projected to be in the range of $828-$831 million, suggesting growth of 26% from the prior-year quarter, compared with previous
predicted range of $825-$831 million. On a constant currency basis, Collections are projected to be in the range of $830-$833 million.



Recent News

On Feb 5, 2020, Wix rolled out Editor X, to provide web agencies and web designers with a website creation platform integrated with advanced
website layout and design capabilities.

On Nov 12, 2019, Wix.com announced that Wix Fitness has been introduced globally. Wix Fitness has been rolled out to aid studio owners and
fitness instructors to manage business websites and leverage Wix App.

On Sep 4, 2019, Wix.com and NTT Town Page Corporation announced a strategic alliance in Japan.

Valuation

Wix.com shares are up 2.1% in the past six-month period and 22.1% over the trailing 12-month period. Stocks in the Zacks sub-industry and
stocks in the Zacks Computer & Technology sector are up 15.4% and 23.2% in the past six-month period. Over the past year, the Zacks sub-
industry and the sector are up 17.8% and 31.4%, respectively.

The S&P 500 index is up 17.2% in the past six-month period and 23.6% in the past year.

The stock is currently trading at 7.5X forward 12-month sales, which compares to 5.41X for the Zacks sub-industry, 3.79X for the Zacks sector
and 3.58X for the S&P 500 index.

Over the past five years, the stock has traded as high as 8.7X and as low as 2.27X, with a 5-year median of 5.84X. Our Outperform
recommendation indicates that the stock will perform in line with the market. Our $171 price target reflects 8.65X forward 12-month sales.

The table below shows summary valuation data for WIX

Valuation Multiples - WIX

Stock Sub-Industry Sector S&P 500

Current 75 541 379 358
PIS F12M 5-YearHigh 8.7 10.29 379 358
5-YearLow 227 4,34 23 254
5-Year Median 5.84 74 3.02 3

Current 9.18 5,53 451 31
EV/Sales TTM  [5-Year High 11 8.02 451 327
5-YearLow 253 415 256 215
5-Year Median 7.11 59 347 277

As of 02/14/2020



Industry Analysis zacks Industry Rank: Top 35% (90 out of 255)

B Industry Price

Top Peers

160 = |ndustry = Price 60 GoDaddy Inc. (GDDY) Outperform
150 140 Inovalon Holdings, Inc. (INOV) Outperform
140 120 ANGI Homeservices Inc. (ANGI) Neutral
130 100 eBay Inc. (EBAY) Neutral
120
80 Etsy, Inc. (ETSY) Neutral
110
Groupon, Inc. (GRPN) Neutral
100 60 _
Shopify Inc. (SHOP) Neutral
a0 40
Square, Inc. (SQ) Neutral
80 20
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2016 2017 2018 2019 2020
Industry Comparison Industry: Computers - It Services Industry Peers
WIX Outperform X Industry S&P 500 GDDY outperform  SHOP Neutral SQ Neutral
VGM Score B - - B ] B
Market Cap 7.39B 3.37B 2461 B 13.50 B 61.27B 35.17B
# of Analysts 6 5 13 8 25 13
Dividend Yield 0.00% 0.00% 1.78% 0.00% 0.00% 0.00%
Value Score - - (D] (F]
Cash/Price 0.11 0.06 0.04 0.08 0.05 0.04
EV/EBITDA -725.66 12.14 14.06 37.19 -1,565.62 817.73
PEG Ratio 4.63 2.03 2.09 4.64 24.30 2.66
Price/Book (P/B) 37.19 5.44 3.29 19.94 21.73 28.10
Price/Cash Flow (P/CF) 15,799.23 15.16 13.65 39.84 NA 489.53
P/E (F1) 121.52 21.99 19.21 69.53 607.53 88.31
Price/Sales (P/S) 10.26 1.60 2.70 4.52 38.82 8.12
Earnings Yield 0.82% 2.69% 5.19% 1.44% 0.16% 1.14%
Debt/Equity 1.78 0.23 0.71 3.78 0.04 0.83
Cash Flow ($/share) 0.01 1.39 6.92 1.97 -0.34 0.17
Growth Score (A) - - (A) (A)
Hist. EPS Growth (3-5 yrs) NA% 18.65% 10.85% 103.74% NA NA
Proj. EPS Growth (F1/F0) 15.92% 7.73% 7.17% 37.50% 191.47% 19.38%
Curr. Cash Flow Growth -101.19% 10.90% 8.56% 24.51% 125.72% -2,039.38%
Hist. Cash Flow Growth (3-5 yrs) 15.05% 18.94% 8.36% 54.76% NA 22.37%
Current Ratio 1.95 1.33 1.23 0.75 11.21 1.68
Debt/Capital 64.08% 33.63% 42.91% 79.06% 3.61% 45.31%
Net Margin -9.80% 2.36% 11.81% 4.58% -7.91% -1.01%
Return on Equity -24.02% 11.38% 16.86% 20.18% -2.87% 5.72%
Sales/Assets 0.75 0.81 0.54 0.47 0.59 1.06
Proj. Sales Growth (F1/F0) 25.75% 8.24% 3.85% 10.87% 33.77% 22.50%
Momentum Score - - (F]
Daily Price Chg 1.04% 0.00% 0.06% 10.61% -0.33% 1.07%
1 Week Price Chg 1.65% 2.30% 2.47% 2.89% 2.80% 5.58%
4 Week Price Chg 3.92% -0.97% 0.59% 8.24% 17.71% 17.75%
12 Week Price Chg 22.82% 8.45% 6.98% 14.02% 68.07% 21.42%
52 Week Price Chg 23.90% -2.75% 16.62% 10.02% 200.94% 8.18%
20 Day Average Volume 351,020 330,606 2,020,569 1,077,500 2,386,292 7,542,686
(F1) EPS Est 1 week change 0.00% 0.00% 0.00% 0.00% 0.73% 0.00%
(F1) EPS Est 4 week change 0.00% 0.00% -0.05% 0.67% 0.67% -20.62%
(F1) EPS Est 12 week change 0.18% 0.00% -0.17% 0.67% 0.39% -16.83%
(Q1) EPS Est Mthly Chg -0.88% 0.00% -0.24% -0.29% 2.35% -8.84%



Zacks Style Scores

The Zacks Style Score is as a complementary indicator to the Zacks rating system, giving investors a way

) : . o Val
to focus on the highest rated stocks that best fit their own stock picking preferences. P

) . . Growth Score
Academic research has proven that stocks with the best Value, Growth and Momentum characteristics

outperform the market. The Zacks Style Scores rate stocks on each of these individual styles and assigns Momentum Score
a rating of A, B, C, D and F. We also produce the VGM Score (V for Value, G for Growth and M for
Momentum), which combines the weighted average of the individual Style Scores into one score. This is VGM Score

B & EE

perfectly suited for those who want their stocks to have the best scores across the board.

As an investor, you want to buy stocks with the highest probability of success. That means buying stocks with a Zacks Recommendation of
Outperform, which also has a Style Score of an A or a B.

Disclosures

This report contains independent commentary to be used for informational purposes only. The analysts contributing to this report do
not hold any shares of this stock. The analysts contributing to this report do not serve on the board of the company that issued this
stock.The EPS and revenue forecasts are the Zacks Consensus estimates, unless indicated otherwise on the reports first page.
Additionally, the analysts contributing to this report certify that the views expressed herein accurately reflect the analysts personal views as to the
subject securities and issuers. ZIR certifies that no part of the analysts compensation was, is, or will be, directly or indirectly, related to the
specific recommendation or views expressed by the analyst in the report.

Additional information on the securities mentioned in this report is available upon request. This report is based on data obtained from sources we
believe to be reliable, but is not guaranteed as to accuracy and does not purport to be complete. Any opinions expressed herein are subject to
change.

ZIR is not an investment advisor and the report should not be construed as advice designed to meet the particular investment needs of any
investor. Prior to making any investment decision, you are advised to consult with your broker, investment advisor, or other appropriate tax or
financial professional to determine the suitability of any investment.This report and others like it are published regularly and not in response to
episodic market activity or events affecting the securities industry.

This report is not to be construed as an offer or the solicitation of an offer to buy or sell the securities herein mentioned. ZIR or its officers,
employees or customers may have a position long or short in the securities mentioned and buy or sell the securities from time to time.ZIR is not a
broker-dealer.ZIR may enter into arms-length agreements with broker-dealers to provide this research to their clients.Zacks and its staff are not
involved in investment banking activities for the stock issuer covered in this report.

ZIR uses the following rating system for the securities it covers. Outperform- ZIR expects that the subject company will outperform the broader
U.S. equities markets over the next six to twelve months. Neutral- ZIR expects that the company will perform in line with the broader U.S.
equities markets over the next six to twelve months. Underperform- ZIR expects the company will underperform the broader U.S. equities
markets over the next six to twelve months.

No part of this report can be reprinted, republished or transmitted electronically without the prior written authorization of ZIR.



