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Basic Information 
Last Closed Price US$284.84 
12M Target Price US$350 
+/- Potential +22.87% 
Bloomberg Ticker NASDAQ: NFLX 
GICS Sector Communication Services 
GICS Sub-Industry Entertainment 

 

1Y Price v Relative Index 

 
Company Description 
Netflix, Inc. is an American media-services provider 
headquartered in Los Gatos, California. It provides 
DVD subscription service, and video streaming 
service internationally and is the producer popular 
video contents such as “House of Cards”. It operates 
through the following geographical segments: North 
America, Latin America, Europe, the Middle East, 
Africa and APAC. 
 

Key Financials 
Market Cap  124.21B 
Basic Shares O/S 436.08M 
Free Float 98.5% 
52-Wk High-Low US$423.21 - US$178.38 
Fiscal Year End 31-Dec-17 
 
(US$ M) FY17A FY18E FY19E  
Revenue 11,692 14,458             

 
18,836  

Gr Rate (%) 32.4% 23% 30%  
EBITDA 908 1185 1480  
Margin (%) 7.77% 8.19% 7.86%  
Net Income 557 406 625  
Margin (%) 4.78% 2.81% 3.32%  
ROA 2.93% 1.36% 1.50%  
ROE 15.56% 10.14% 13.48%  
EV/EBITDA 143.92 111.55 89.88  
P/E Ratio 153.57 112.17 75.76  
D/E Ratio 1.81 2.87 3.99  

 

Key Executives 
Wilmot Reed Hastings Jr. Chairman & CEO 
David B. Wells Chief Financial Officer 
Theodore A. Sarandos Chief Content Officer 

 

Netflix and Chill 
 

We are initiating coverage of NFLX with a Buy rating and a $350 12M 
price target.   
 

3Q18 Earnings Review 
• Streaming revenue increased by 36% in the third quarter from the 

year earlier.  
• Revenue in the third quarter of $4 billion met the $4 billion estimate 

as per Refinitiv consensus; EPS was at $0.89, above the $0.68 
estimate.  

• Subscriber addition was at 6.96 million, with 1.09million coming 
from domestic subscribers and 5.87 million coming from 
international regions, beating out estimates of 673,800 and 4.46 
million respectively. 
 

Investment Thesis 
• Netflix is well-positioned in the market to reap benefits of their 

current investments into original content production; The high 
amount of investments spent on producing original content has the 
allows Netflix to remain dominant in the media industry and boost 
subscriber gains. New “unscripted” content genre content has also 
proven to be successful in enlarging the subscriber base at lower 
costs. The aggressive investment in original content helps Netflix 
retain its competitive edge amidst increased competition from 
M&A deals by Disney. 
 

• Netflix has strong proven strategies to expand into new markets 
and can be replicated in their future plans. With local content 
produced for each region, Netflix is becoming more relevant in the 
international markets, which results in stronger subscriber growth. 
Furthermore, the demand for Netflix’s service is increasing in the 
international market as video streaming becomes more accessible. 

 
• Bundling strategy to pair Netflix subscription to traditional 

television network subscriptions has allowed Netflix to access a 
broader target group both domestically and internationally. 

 

Catalysts 
• Successful expansion into Latin America and emerging markets 

would spark greater growth subscriber volume as they are able to 
penetrate into a nascent market and would be able to capture a 
larger market share.  

• The increase in adoption rate for bundling plans in new markets 
to show further credibility to their strategy in boosting future 
plans to grow in average revenue per subscribers.  

 

Valuations 
Our 12-month price target from date of coverage is based on a 
comparables analysis achieved by projecting the 1 year forward 
revenue and EBITDA.  
 

Investment Risks  
• Rising interest rates would make borrowing more expensive, 

hindering their ability for continued growth through new content  
• Increased income inflow from international regions opens up 

NFLX to greater forex risk  
• Slower than expected overall sales growth would put a constant 

financing strain on NFLX 
• Increased competition by DisneyFlix and AT&T acquisition of 

Time Warner Inc. 

 

   Equity Research Department  10 November 2018 

Netflix, Inc.  
BUY: US$350 (+22.87%)  
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Figure 1. Revenue by Products, FY18 

 
 
Source: NFLX Q3 Quarterly Report 2018 
 
 
 
 
 
Figure 2. Revenue by Geography, FY18 

 
Source:  NFLX Q3 Quarterly Report 2018 
 
 
 
 
Figure 3. Growth in Netflix Subscriber from 
FY11Q3-FY18Q3 

 
Source: Statista 
 
 

Company Overview 
 
Established in 1997 by Reed Hastings and Marc Randolph in California, the 
company’s primary business is its subscription-based streaming media 
service which offers online streaming of a library of films and television 
programs including those produced in-house. As of October 2018, Netflix has 
137 million total subscribers worldwide, including 58.46 million in the 
United States. It is available worldwide except Mainland China, Syria, North 
Korea, and Crimea. Netflix also has offices in the Netherlands, Brazil, India, 
Japan, and South Korea. 
 
It has greatly expanded the production and distribution of both film and 
television series since 2012 and offers a variety of "Netflix Original" content 
through its online library. By January 2016, Netflix services operated in over 
190 countries. Netflix released an estimated 126 original series and films in 
2016, more than any other network or cable channel. Their efforts to 
produce new content, secure the rights for additional content, and diversify 
through 190 countries have resulted in the company racking up billions in 
debt: $21.9 billion as of September 2017, up from $16.8 billion from the 
previous year. $6.5 billion of this is long-term debt, while the remaining are 
long-term obligations. 
 
Business model 
 
The business model of Netflix is mainly streaming content online. The 
company primarily has three different segments of revenue: Domestic 
Streaming, International Streaming, and Domestic DVD. 
 
Domestic streaming derives revenue from monthly membership for services 
consisting solely of streaming content to members in the United States. 
International streaming derives revenue from monthly membership fees for 
services consisting solely of streaming content to members outside the 
United States. While Domestic DVD derives revenue from monthly 
membership fees for services consisting of DVD-by-mail. 
 
The domestic streaming of Netflix takes up 52.6% of their revenue, 
international streaming of Netflix is 43.5% while Domestic DVD takes up 
3.9% of the consolidated revenue. We can see that the domestic DVD 
segment of revenue is taking up a very little portion of the entire revenue. 
This is partly due to declining demand for DVD as the consumer preferences 
shifted to online streaming. 
 
Aggressive expansion plans for future growth  
 
With the slowing growth of the domestic streaming market, Netflix has 
doubled down on expansion efforts in the international market, banking on 
high growth in Asia to boost revenues from Asia to 15-20% of its revenue.  
Moving forward to Q4, Netflix has planned for the debut of more original 
content that would increase the variety of genres that Netflix carries as well 
as move into original movies. 
 
3Q18 Earnings Review 

• Streaming revenue increased by 36% in the third quarter from the 
year earlier.  

• Revenue in the third quarter of $4 billion met the $4 billion estimate 
as per Refinitiv consensus; EPS was at $0.89, above the $0.68 
estimate.  

• Subscriber addition was at 6.96 million, with 1.09million coming 
from domestic subscribers and 5.87 million coming from 
international regions.  

• Subscribers addition for both domestic and international beat out 
estimates of 673,800 and 4.46 million respectively. 

• They managed to attain a 207% YoY EPS growth. 
• Netflix was able to keep operating margins low this quarter at 12% 

of revenue. 
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Figure 4. Revenue in Video Streaming 
(SVoD) market 

 
Source: Statista 
 
 
 
 
Figure 5. Revenue composition by region 

 
 
Source: DigitalTV Research 
 
 
 
 
 
Figure 6. User by Age in sVoD Market 

 
Source: Statista 
 
 
 
 
Figure 7. Share of consumers who have a 
sVoD subscription (2017) 

 
Source: Statista 
 
 
 
 
 
 

Industry Outlook 
 
The Video Streaming (SVoD) market is a 1.9 billion USD market growing at 
an average of 6.7% CAGR from 2017 to 2022. Video streaming services offer 
consumers unlimited access to a vast collection of video content and allow 
them to watch their favourite content without the limitation of a schedule. 
 
Market segment by region 
 
In 2017, the US represents the bulk of SVoD revenues, which accounts for the 
largest segment (56.8%) of the US Video-On-Demand market. SVoD also 
accounts for 69% of the VoD revenue in Europe. Finally, China accounts for 
the smallest market size for VoD due to consumers’ unwillingness to pay for 
digital media content, and thus a low adoption rate of SVoD in China.  
 
By 2022, the total market size for VoD would have increased. Due to the 
saturating market in the US, only a mid-single-digit growth (4.8%) would be 
expected. The Europe region is expected to face the same issue with only a 
5.8% growth. The Chinese market is expected to have the largest growth of 
13.5% by 2022, although it will still be the smallest in terms of revenue 
amount.  
 
Market segment by demographics  
 
In the 2017 global SVoD market, 35.7% of the consumers are aged between 
25-34 years old, making up the largest demographic group to use SVoD. The 
main users of SVoD is skewed towards a younger audience as they are more 
technology-savvy and would be more willing to spend on digital content.  
 
SVoD market competitors 
 
With the declining ratings in traditional TV due to the shift to digital 
platforms, media owners have been increasing their content libraries 
through M&A, and the trend has boosted the performance of traditional 
media companies. Thus, Netflix faces competition not only from dedicated 
video streamers like Amazon Prime, but also traditional media company 
such as Disney, Discovery and CBS. 
 
In the US, Netflix is a dominant content streamer with 50% market share. Its 
2 closest competitors are Amazon Prime owned by Amazon, and Hulu, 
owned by 21st Century Fox (FOX), the Walt Disney Co. (DIS) and 
NBCUniversal, a subsidiary of Comcast Corp. (CMCSK). Amazon Prime offers 
content streaming as part of its package and has acquired award-winning 
series such as The Big Sick and Transparent. However, the content streaming 
on Amazon Prime is offered as a package with other services of Prime which 
result in a high subscription fee. It is estimated that Prime has 60-90 million 
subscribers in the US, as compared to 125 million subscribers for Netflix. 
Regarding Hulu, it currently lacks a clear direction and innovation due to the 
split in ownership. Thus, Netflix still remains the best of the breed due to its 
large number of subscribers and more focused service. Netflix has also 
overtaken the once dominant HBO in terms of original content creation, with 
more than 1000 hours of original content in 2017 compared to HBO’s 600 
hours. HBO now has about 3.5 million viewers, whereas Netflix has over 100 
million. 
 
Currently, Netflix is able to be the top video streaming service in both 
content streaming and original content, and the large number of subscribers 
creates a vast network that acts as a strong moat for the business. 
 
Increasing costs in the future 
 
With the race between Amazon and Netflix in generating original content, 
the cost of production for such content is on the rise. Soon, Netflix would face 
higher costs. However, this may also serve as a barrier to entry for further 
competition against Netflix.   
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Figure 8. Licensed merchandise sales (2016) 

 
Source: Statista 
 
 
 
Figure 9. Netflix original content hours (2012 -

2017) 

 
Source: Statista 
 
 

 

S.W.O.T Analysis 
 
Strength 
Huge network effect when more people subscribe to their platform, forming 
a strong moat. 
A large amount of content catering to a different group of demographics. 
Creating original content to ensure the sustainability of the platform 
 
Weakness 
A large amount of cash flow is needed to create the original content which 
does not guarantee a return on investment. 
Depends on external content providers to supply new contents for their 
viewers while they are creating their own content. 
 
Opportunities 
Leveraging on growth internationally by providing low subscription cost, 
hence scaling the business fast worldwide. 
 
Threat 
Increased competition by content providers such as Disney, Amazon, and 
Apple. These companies are creating their own content platform to serve 
their customers and to gain market share in the entertainment industry. 
 

Investment Thesis 
 
1. Netflix is well-positioned in the market to reap benefits of their 
current investments into original content production. 
 
Creating brand loyalty and user base 
The strategy of original content generation allows Netflix to establish their 
own brand and create their own viewer instead of depending on viewers that 
are attracted by renowned titles produced by other production houses. This 
reduces their reliance on purchasing licences to sustain viewer interest on 
their platform. This strategy has been the key to ensure that their core 
business is minimally affected by the potential exit of Disney’s Marvel series 
on Netflix after their 2012 deal expires in 2019.  
 
Grouping their target consumers into “taste communities” that have been 
drawn up based on viewers’ commonality in taste, Netflix is able to 
consistently produce high quality shows that cater to their preferences. This 
‘build-to-fit” method used by Netflix has been known to create more brand 
loyalty due to the increased satisfaction that consumers obtain from their 
subscriptions. This increased user loyalty and rapport would greatly 
increase customer retention rate and reduce the churn rate that is critical for 
Netflix to have a sustainable business in the future. By being able to carve 
out their unique viewer base, they would be able to strengthen their position 
in the market and continue to reap the benefits of their original content 
production while being minimally affected by other external factors. 
 
Higher quality and content control 
By creating original content, Netflix is able to control the quality and types 
of content generated. Netflix is able to create better quality content to 
enhance the users’ satisfaction level and also create specific content tailored 
to local tastes to better target niche market. Before Netflix began original 
content production, they had to source for limited quality content available 
on the secondary market and would be unable to ensure the timeliness of 
quality content and shows that complements their entry into new regions.  
 
Most notably, the newfound control over the content produced has proven 
to be effective in their venture into the Indian market. Netflix released 7 new 
original content from India that was well received by the market and aid in 
their successful penetration of the huge India market. This increased in 
ability to shape the content that the company put their resources behind 
would go a long way in helping Netflix continue their content propagation. 
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Figure 10. Customer review of streaming 
service (2016) 

 
Source: Statista 
 
 
 
 
 
 
 
Figure 11. Popular original content in India 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Google Images 
 
 
 
Fig. 12 Estimated Streaming revenue of 
Netflix in India (2017-2020) 

Source: Statista 
 
 

 
Massive potential cost savings and additional income stream 
The high amount of investments spent on producing original content has the 
potential to reap huge cost savings in the long run as Netflix Studios would 
be able to control and enhance the operational efficiency of production and 
also avoid the huge mark-up costs that other production houses would 
charge. According to CFO, Ted Sarandos, the mark-up on the shows could 
reach 30-50% of the costs and as the content budget reaches $8 billion this 
year, the potential savings could be enormous in the long run. Furthermore, 
Netflix could save on the need to pay for licensing and could retain 
intellectual property for further licensing and merchandising of the content 
to generate further sources of revenue. This has been experimented on 
Stranger Things where intellectual property has been sold for use in 
merchandises. 
 
As such, it would be important that as Netflix moves in a new direction, they 
start to diverge from their initial model of a content distributor to one that 
includes content creation. This introduces a new dynamic into the value 
proposition of Netflix which would make them less coupled and at the mercy 
of their media distributors. Their successes in the creation of original content 
already goes to show that this vertical integration would be one that is 
beneficial to the company, stabilising their core business of media by 
ensuring that cost and rights are more so in their control moving forward.   
  
2. Netflix has strong proven strategies to expand into new markets and 
can be replicated in their future plans.  
 
Successful entry into India market 
As the Indian market has huge potential to be reaped, Netflix focused their 
efforts on developing local content production and introduced lower 
subscription fee to entice the viewers in India. Netflix has introduced more 
than 7 Netflix Originals content for the India market and a 40% reduction in 
subscription fees as compared to the US market, with a partnership with 
Vodafone to offer free one-year subscription. Their entry strategies have 
shown to be highly successful, as Netflix is estimated to have added 0.5 
million subscribers in India since its expansion with the hit local series 
Sacred Games, and streaming revenue in India increased from 25.87 million 
dollars in 2017 to 87.26 million dollars in 2018. Based off Statista estimates, 
revenues from India is expected in increase to 179.41 million in 2019 and 
328.3 million in 2020. Netflix is positioned well in the local market through 
their use of region-specific original films that they are trying to roll out more 
extensively. For the Indian market, one such series that has garnered much 
internet attention is Little Things, adapted from short web shows that were 
uploaded onto video site YouTube in 2017, it has successfully garnered up to 
32 million views today. As Netflix has picked up the series to air in Oct 2015 
for eight 30-minutes episodes, they are situated nicely to enjoy similar 
upsides from the show moving forward. In view of the increase in internet 
presence of India and the successful efforts that Netflix has shown that they 
are capable of in the market, it is clear then Netflix is definitely picking up 
speed in the region. To have such an intimate understanding of the market 
to craft specific strategies to target a niche market, Netflix definitely have the 
ability to understand other potential markets and create content and price 
their subscriptions that can allow them to best penetrate new markets.  
 
Large untapped developing market has the potential for greater 
revenue to be reaped with increased global connectivity. 
Since 2017, Internet penetration rate amongst youths aged 15-24 in 
developing country is 67% and is projected to increase in the future. In the 
global trend of increased global connectivity, especially in developing 
nations, the total addressable market (TAM) for Netflix to tap into is 
expanding exponentially and give them the ability to continue penetrating 
into various markets. As more people in the world owns a phone and have 
access to high-speed internet connections, they are able subscribe to 
Netflix’s service to stream their content on their phones throughout the 
world. Currently, Netflix also identified the potential value of reaching out to 
regions with poorer connectivity. Netflix are able to introduce their newly 
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Figure 13: Netflix’s Tech Stack 

 
Source: High Scalability 
 
 
 
 
 
 
 
 
 
 
 
Figure 14: Netflix ARPU of partnering 
operators 

 
Source: HIS 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

developed technology of encoding video files into extremely latent size that 
enable fast loading and high quality viewing on everyone’s mobile phones. 
This greatly facilitates their ability to deliver positive streaming experience 
to customers around the world as they get access to these technologies.  
 
With the various successful implementation of strategies to target new 
markets such as India, they are able to replicate these strategies as they 
continue their expansion into less developed markets. As more developing 
countries are having greater internet connectivity, Netflix is primed to 
capture more viewers from these expanding markets. The management has 
also pledged to release the profitability report of the international segment 
in 1H2019. 
 
Advanced technology takes advantage of big data to create unique 
selling propositions that differentiates itself from its competitors. 
Netflix also uses proprietary collaborative filtering algorithms that provides 
intelligent show recommendations based on users’ past viewing history and 
preferences. In December 2017, Netflix has updated its recommendation 
algorithm to recommend shows based on images that prompts a reaction 
from users, which is a significant upgrade as the artwork of a show 
constitutes 82% of the users’ focus.  With such an algorithm, Netflix can 
improve the viewership rates of their future shows through more effective 
artworks, and also create more eye-catching marketing campaigns that will 
boost its subscriber rates. As Netflix has such a large user base to supply it 
with the necessary data, the technology capitalised on Netflix’s market share 
to create a distinct advantage that is unique to Netflix. Therefore, Netflix has 
effectively created a moat against their competitors by having the capability 
to better attract viewers. This creates huge opportunity when they are 
attempting to enter new markets and can maintain its market share by 
having an edge over new competitors.  
 
3. Introduction of bundling strategy as potential driver to greatly 
increase subscriber count.  
 
Netflix has recently introduced a new strategy to capture a wider group of 
customers from markets that they have already penetrated and also the 
newly entered ones. The bundling strategy has the potential to significantly 
increase the penetration of Netflix to attract customers that has been slow 
to adopt technology. 
 
Following a strong growth in subscriber count in US market shows the 
potential market available for Netflix to capture. Furthermore, there are 
strong signs of cooperation with telecoms and TV providers. The 
partnership with Japan telco KDDI, allow Netflix to reach out to older and 
less technologically savvy demographics. The bundling strategy with 
Vodafone in India which includes free 1-year subscription to Netflix with 
any contract signed with Vodafone allows Netflix to tap into a huge 
customer base and increase the subscription base as they are beginning 
their penetration into the India market. Meanwhile, in mature international 
markets like Europe, the bunding strategy also aims to bring more 
customers on board the Netflix video streaming platform to allow families 
to watch Netflix shows just like other television programmes. The 
partnership with T-Mobile, which introduced free Netflix bundling for 
qualifying T-Mobile One family plans would enable them to reach out to 
more households. 
 

Catalyst 
 
1. Successful expansion into Latin America and emerging markets 
With the successful execution of entry into the India market, the strategies 
used to penetrate niche market have shown huge potential to penetrate 
more markets. As Latin America is a key region Netflix is expanding into 
and has a huge total addressable market, the ability of Netflix to replicate 
its strategy to enter this geographical region would allow them to 
experience a huge increase in subscriber count and revenue generate. This 
would spark a huge growth phase for Netflix. 
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Figure 15: Projected D/E ratio 
 

 
Source: Team estimates  
 
 
Figure 16: Cash Ratio 
 

 
 
Source: Team estimates 
 
Figure 17: Interest Coverage Ratio 
 

 
Source: Team estimates 

 
 
2. Anticipated content releases strengthens cashflow for next year 
Netflix has also planned several new titles (Sex Education and Russian Doll) 
to be aired in 2019, as well as new seasons of hit series such as Stranger 
Tales and 13 Reasons Why. Based on the business success of original 
contents, these new releases will enable Netflix to maintain its revenue 
stream for the coming year. 
 
3. Increased adoption rate for bundling plans 
The bundling strategy was just recently introduced and has shown to be a 
sound and robust plan to increase its subscriber base in both the nascent 
regions like India and also the mature markets such as the United States. 
Further success shown in the bundling strategy through the growth in 
subscriber rates and ARPU would show the effectiveness of this strategy in 
charting further growth for Netflix.  Netflix would also be able to extend 
such bundling strategies to new markets and achieve more effective 
penetration of these areas to experience greater growth in the future. 
 

Financial Analysis  

1. Increasing D/E ratio due to increasing use of debt to fund their 
future growth.  
As Netflix is growing at a high rate and would require capital 
expansion for their growing Netflix originals and international 
expansion plans, Netflix will likely continue to tap the high yield 
bond market for funding. The net leverage ratio is projected to 
increase from 2.7x to 3.3x for the next quarter. We have estimated 
that with the expansion plans of Netflix to project the leverage ratio 
to 3.99 in 2019. 

 
2. High cash ratio to reflect the healthier balance sheet to meet 

their loan obligations.  
As Netflix are aggressively increasing growth through debt, 
increasing interest and operating expenses may require short-term 
debt to meet their payments. The increase in cash ratio due to the 
higher cash and cash equivalents in their balance sheet would 
enable them to meet short-term debt obligations. As the cash ratio 
is projected to increase above 1, they would then have more cash 
than their current liabilities, which shows their healthy cash 
position.  Netflix has announced that it will increase cash through 
corporate bond issuance. 
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3. High interest coverage ratio shows their ability to fund their 

debt incurred 
With higher usage of debt to drive their increasing growth for 
original content production, the increase in interest coverage ratios 
shows the growing capability to fund these debt through their 
strong earnings power. The alarming high debt in Netflix’s balance 
sheet should be allayed by their ability to pay off their interest 
expenses. 

 

Valuations  
Valuation Price Target: $350 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
RV Model 
As Netflix is a growing company that is not generating free-cashflow due to 
their aggressive expansion strategy to gain market share, a DCF valuation is 
not an applicable valuation method. Thus, a relative valuation was used to 
estimate intrinsic value of Netflix’s share price instead. The multiple used  is 
the 1 year forward EV/Revenue, 1 year forward EV/EBITDA, and Analyst 
Estimates. Comparable peers of Netflix are chosen based on industry group 
and business model. As Netflix operates a unique business model that 
involves both the traditional business of content creation and the new 
business of video streaming, comparable peers are chosen from both types 
of business models.  
 

 
1 Year Forward Revenue and EBITDA 
 
1 Year Forward Revenue and EBITDA is then projected for Netflix. Revenue 
of DVD subscription in the US is projected based on historical rates. 
Revenue projection for content streaming is based on an aggregated sum of 
the  projected number of subscribers in each region that  Netflix operates in 
multiplied by the average revenue per user.  
 
Projections show that revenue from DVD services are declining every year, 
which is expected due to DVD being increasingly obsolete.  With regards to 
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Disclaimer 
This research material has been prepared by NUS Invest. NUS Invest specifically prohibits the redistribution of this material in whole or in 
part without the written permission of NUS Invest. The research officer(s) primarily responsible for the content of this research material, in 
whole or in part, certifies that their views are accurately expressed and they will not receive direct or indirect compensation in exchange for 
expressing specific recommendations or views in this research material. Whilst we have taken all reasonable care to ensure that the 
information contained in this publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or 
completeness, and you should not act on it without first independently verifying its contents. Any opinion or estimate contained in this report 
is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment 
objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given 
and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons 
acting on such information or opinion or estimate. You may wish to seek advice from a financial adviser regarding the suitability of the 
securities mentioned herein, taking into consideration your investment objectives, financial situation or particular needs, before making a 
commitment to invest in the securities. This report is published solely for information purposes, it does not constitute an advertisement and 
is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. No representation or warranty, 
either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein. The 
research material should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this 
research material are subject to change without notice. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 18. Investment Risk Matrix 

 
Source: NUS Investment Society Estimates 

content streaming revenue, the US market is already saturated and thus is 
unlikely to see significant growth in the year forward. However, the 
international market is likely to see continued strong growth in the following 
year, especially in the newly expanded India market, which has been 
separately projected to reflect the strong growth potential due to Netflix’s 
focus in the region with more local content produced. 
 
For full model, please refer to the appendix at the end of the report. 
 
Relative Valuation 
 
Based on EV/EBITDA, EV/Revenue, analyst estimates, Netflix is valued at 
$350. Relative Valuation was primarily focused on EV/Revenue This is due 
to the nature of the content streaming business, which is dependent on 
market share as a driver of growth. EV/EBITDA accounts for expenses, 
depreciation and amortisation of assets which would understate the growth 
potential of the company. As Netflix is a leader in both content production 
and video streaming, expected price range is taken at the 75th percentile of 
the  implied share price based on EV/Revenue. 
 
This analysis leads to an intrinsic value of $350 for Netflix, a 22.78 % upside 
on the current trading price, which falls in line with the analyst 
recommended price and the 52 week price range. Thus, we remain confident 
that this valuation reaffirm our Buy recommendation and validates our view 
of upcoming 12 month period. 
 

Investment Risks  
  
Market Risks 
M1:  Rising interest rates would make borrowing more expensive, 
hindering their ability for continued growth through new content 
 
M2: Increased income inflow from international regions opens up NFLX to 
greater forex risk  
 
Business Risks 
B3: Slower than expected overall sales growth would put a constant 
financing strain on NFLX. Pooling of content by competitors through M&A 
would also increase competition. 
 
Strategic Risk  
S4: Increased competition by DisneyFlix and AT&T acquisition of Time 
Warner Inc. 
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Appendix:  
 

Revenue and Financial Projections 
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