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Company Description:   

 

Wix.com is a cloud-based web development company that provides business, organizations, professionals and individuals 

with the platform to create HTML5 web sites and mobile sites.  The company offers a variety of web tools and 

application platforms to its users in order to accommodate to their specific needs.  Wix is built on a “freemium” business 

model and earns its revenues through premium upgrades.  These upgrades include the purchases of premium packages, 

the removal of Wix ads, the addition of e-commerce capabilities, extra data storage/bandwidth and much more.   
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Thesis 

 

Wix.com Inc. is a leading provider of web developing 

platforms to individuals, professionals and businesses.  

The company continues to improve its platform and the 

number of registered users which recently amounted to a 

57.8% increase in revenue over the last year. Coupled 

with their ability to consistently attract new users, the 

company has been expanding their geographical 

presence through strategically chosen channels.   

 

Increasing Users and Subscriptions 

 

Wix.com was founded in 2006 by Avishai Abrahami, 

Nadav Abrahami, and Giora Kaplan.  On November 5, 

2013 the company had its initial public offering on 

Nasdaq raising about $127 million.  Since its IPO the 

company has been investing heavily in advertising and 

marketing along with research and development to 

expand its network.  In the past twelve months, Wix’s 

selling, general and administrative expenses accounted 

for 71.2% of its annual revenue while research and 

development accounted for 35.1% of its annual revenue.  

As you can see from the chart below, Wix has grown at a 

really fast pace over the years proving its ability to 

sustain growth.  The key element of this company that 

allows them to consistently grow is their ability to 

continuously improve their website builder.  Wix’s 

competitive advantage is the quality of the product that it 

offers.   Wix’s registered users do not have nor need the 

ability to write code to understand the application 

builder.  The builder utilizes a simple drag and drop tool 

application for its users to add multiple features to their 

websites.  The platform also includes multiple help tools 

that have received very satisfying reviews over the years.  

Wix’s customer satisfaction is another key indicator of 

this company’s level of success and sustainable future 

growth.  The chart below illustrates the number of new 

users along with the number of paying customers each 

year since 2010.  

  

 

Product Differentiation 

 

When comparing Wix to its competitors it is clear that 

they will soon be the leading platform for website 

designing.  Unlike Wix, its competitors are all privately 

held companies.  These companies include Webnode, 

Wordpress, Weebly, and Squarespace.  Wordpress, a 

company that was founded three years prior to Wix, has 

an estimated total of 73,000,000 registered users.  Wix 

currently has an estimated total of 68,000,000 registered 

users with an average of 45,000 new users joining every 

day.  This figure demonstrates the substantial growth 

rate for Wix in comparison to its primary competitor.  

The chart below demonstrates the distribution of 

registered users in the aforementioned companies.   

The reason Wix’s number of users and subscriptions 

continues to increase is due to the popularity of the 

product it offers.  As previously mentioned, Wix utilizes 

a “freemium” business model.  The company offers free 

products and services to attract its customers before 

offering the premium upgrades.  The free products that 

Wix offers include; Wix Editor, Wix Mobile, and Wix 

SEO Tool.  Wix editor is the core foundation for Wix 

which is the basic web developer.  Wix editor supports 
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twelve languages and allows users to maximize a digital 

presence with its new HTML5 technology.  The editor 

also provides firewall protection to prevent internet 

hacks and malware.  Wix Mobile allows users to create 

mobile sites for their existing Wix websites.  The 

company recently launched a new Sonic Mobile 

technology which drastically speeds up the load time of a 

user’s mobile site.  The company currently has 9.3 

million mobile sites published.  CEO Avishai reported 

that the company’s next big step is helping its small 

business customers who have created mobile sites 

register on Apple’s store.  There is a substantial amount 

of potential revenue that can be generated for Wix 

through the App Store.  The Wix SEO Tool dramatically 

helps its users gain recognition on the web.  The SEO 

Tool is the attachment of a description or set of key 

words that best relates to a customer’s site in order to be 

found more easily through Internet search engines.   The 

premium subscriptions is the primary source of how Wix 

generates its revenue while also creating tremendous 

value for its customers.  These premiums include, 

Connect Your Domain, Google Analytics, Ads Free, 

Add Favicon, and VIP Services.  Connect Your Domain 

allows its users to connect their own domain name to 

their website, meaning the Wix domain name will not 

show up.  Google Analytics is a data collector which is 

an application provided for its users that tracks the 

number of people that visit their site, the geographic 

location of their visitors, and the length of time the 

visitors were on the website.  This feature helps small 

businesses collect and utilize data for their own 

marketing purposes. Ads Free is the removal of Wix 

advertisements.  Add Favicon allows users to change the 

Icon that appears next to the user’s page address and 

bookmark to enhance the professional degree for its 

users. VIP Services provides timely support from Wix’s 

specialists along with feedback and recommendations via 

the professional site review service.    The constant 

improvement of Wix Editor along with the innovative 

features that are offered is what separates Wix from its 

competitors.   

 

 

 

 

 

Financials  

 

After thoroughly analyzing the financial figures of 

Wix.com Inc. it is clear that this company is undervalued.  

This company relies heavily on its revenue growth which 

will only continue to increase as the company’s network 

expands.  In the second quarter of 2015 the company 

reported an additional 5 million users which was the 

largest addition per quarter in the company’s history. In 

the same quarter, Wix also added 132,000 subscriptions 

which was a 48% increase in the respective quarter last 

year.  Six earnings reports ago the CFO stated, “Our 

target was to be profitable in 2016.”  In the second 

quarter of 2015, Wix generated $3.5 million in positive 

EBITDA and $3.4 million in Free Cash Flow illustrating 

how they have already achieved this goal.  The 

company’s total debt to total equity is .1 proving its 

credibility and solvency.  In 2015, Wix’s ROIC is 10.4% 

and its WACC is 7.95% demonstrating that the company 

is creating value.  In my analysis I have adjusted the risk 

premium from 5.5% to 6.2% based on the various 

geographical segments that produced revenue.  On an 

annual basis, 50% of revenue comes from the US, 27% 

from Europe, 12% from Asia, and 11% from Latin 

America.   

 

Conclusion  

 

I am recommending a buy on Wix.com Inc. because of 

its increasing revenue, sustainable growth and 

management’s long-term outlook.  Wix offers a platform 

that has been utilized by individuals, professionals and 

businesses across the globe. The company attracts its 

customers with a free website builder and then provides 

multiple premium options for its customers to improve 

their own business operations.  There is a major 

opportunity for this company given the technological 

trend.  Helping small businesses expand by having a 

digital presence is the ultimate value of the product that 

Wix has to offer.  Profitability for this company should 

start to increase as management’s strategic investments 

begin to pay off in the future. I am confident Wix’s share 

price will increase in the upcoming months.   
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