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  Increasing Threat of Cyber-Security Poses Major 

Opportunity 

 Advanced Tech Continues Boosting Revenue 

 Current Market Conditions Offer Favorable Buy  

 
  

Company Description:   

 

FireEye Inc. provides cyber-security solutions to enterprises across the globe.  The company specializes in detecting 

cyber threats and providing real-time solutions to these attacks.  FireEye has designed and implemented a virtual 

execution engine that utilizes threat intelligence in order to identify and prevent cyber-attacks before they occur.  The 

technology being implemented by FireEye targets the next generation of cyber-attacks.  Chairman and CEO David 

DeWalt has five quality years of previous experience as CEO of the security software giant McAfee from April 0f 2007 

to May of 2012.   FireEye competes with some of the major industry leaders in cybersecurity such as Palo Alto 

Networks, Oracle and IBM.   
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Thesis 

 

Cyber-security software is a competitive sector yet 

FireEye differentiates itself with advanced, cutting-edge 

technology.  Cyber-attacks are becoming a major 

concern for our government and the demand in growth 

for this next-generation technology will certainly 

increase.  HACK, the Cyber Security ETF, is currently 

down 2.67%.  FireEye is down 5.05% and hovering 

above its 52-week low.  Recently this year, President 

Obama has made the strengthening of cyber-defenses a 

top priority for the country.  The threat of advanced 

cyber-attacks continues to grow demonstrating the 

opportunity for FireEye to prove the capability of its 

technology.  The growing attention to this industry 

demonstrates an opportune time to buy.        

   

Threat of Cyber-Security/Opportunity 

for FireEye 

 

The cyber security market is drastically growing due to 

the overall demand needed by companies to protect 

private information.  The growth in demand of security 

software is directly influenced by the increasing number 

of cybercrimes. As technology continues to improve, the 

types of cyberattacks become more sophisticated and 

difficult to detect. The various forms of cybercrime 

include: government espionage, corporate espionage, 

stolen e-mail addresses with login credentials, stolen 

intellectual property, stolen medical-related data and 

most importantly, stolen credit card and financial data.  

Some of the major attacks on stolen credit card and/or 

financial data include Subway, VISA and MasterCard in 

2012, Stardust and Target in 2013, and Home Depot 

along with Goodwill Industries in 2014.  JP Morgan and 

Chase also announced a data breach in 2014 from a 

group of alleged Russian hackers.  As these attacks 

become publicized, management boards and executive 

teams are becoming more aware of cyber threats thereby 

giving great incentive to increase security budgets.  The 

result of one company increasing its security budget 

causes its business partners and even competitors to 

consider similar courses of action.  This offers an 

immense opportunity for FireEye to expand its customer 

base and implement its technology.  CEO David DeWalt 

stated, “Our customers include the governments of 

more than 60 countries now, hundreds of financial firms 

and critical infrastructure companies as well as retailers, 

healthcare providers, and now entertainment companies.  

We are even seeing small companies from hospitals, the 

law firms, to biotech, high-tech startups turning to 

FireEye to protect their critical assets and reduce their 

risk of cyberattacks.”  FireEye is focusing its efforts on 

eliminating cybercrime throughout all industries in the 

economy in order to ensure security and information 

protection. The graph below illustrates the increase in 

cyberattack incidents on enterprises along with the 

millions of dollars stolen and/or lost as a result since 

2009.   

 

 
 

 

Advanced Tech Boosts Revenue 

 

What makes FEYE a unique pick compared to its 

competitors is the technology they are implementing into 

the market.  The FireEye Multi-Vector Virtual Execution 

(MVX)-IPS takes a new approach to security protection.  

Unlike historical cyber-security softwares that learn from 

attacks and implement detection technology based on 

malware patterns, FireEye is implementing a whole new 

generation of security technology.  The FireEye MVX-

IPS is taking a new approach to IPS by extending the 

MVX technology to a new layer in the security stack, 

eliminating problems created by traditional IPS 

solutions. The unique architecture of the FireEye MVX-

IPS validates attacks for which there is a signature using 

the MVX technology, thereby reducing alerts and 

allowing security teams to focus on serious threats.  

According to CEO David DeWalt, the FireEye MVX-

IPS; reduces operation expenses, decreases overhead 

costs of managing multiple devices, consolidates threat 

defense for known and unknown threats, provides 

actionable threat intelligence to accelerate incident 
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response time and increases the overall level of efficiency 

of threat protection.  The security software that FireEye 

offers certainly differentiates itself from its competitors 

as you can see from the graph below illustrating revenue 

growth.  The graph illustrates the increase in quarterly 

revenues since the beginning of 2014 as a result of this 

new technology.   

 

 

 

 

Current Market Conditions Offer 

Favorable Buy  

 

The current market conditions of the cyber-security 

sector offer an opportune time to buy.  As mentioned, 

the demand for cyber-security software will only 

continue to increase in the upcoming months as well as 

many years to come.  Analysts’ coverage for the cyber-

security sector have consistently reported that FireEye 

(FEYE), Palo Alto Networks (PANW), and Check Point 

Security (CHKP) are all top buys for 2016.  The current 

analyst ratings for FEYE are split 50/50 between buying 

and selling which is a primary result of the time frame in 

which the stock was analyzed.   

 

The Information Technology sector is a very volatile 

sector as stocks are drastically influenced by company 

filings and news reports.  This is the key indicator of this 

sector and makes FEYE a promising buy as of the past 

few weeks.  FEYE recently approached its 52-week low 

but the cyber-security market as a whole has seen a 

noticeable decline. But it is the substantial and 

sustainable growth in revenue that will fuel FEYE for 

the future.  CHKP has consistently reported positive 

financial data and its stock price certainly demonstrates 

fairly constant growth.  PAWN is another major and 

well-established corporation with credible financials but 

is an extremely expensive stock.  CHKP and PAWN are 

priced at $82 and $166 respectively while FEYE is 

currently priced at $29.17.  The graph below illustrates 

the fluctuation of FEYE stock price over the past two 

years.   

 

 
 

Within the past month the stock price has been hovering 

above its all-time low since its IPO.  Although the 

market sentiment on the stock is bearish, this offers a 

perfect opportunity for contrarian investors.   

FireEye reported solid second-quarter results on July 30, 

2015.  The company reported a net loss of $0.78 which 

was lower than Zack’s Consensus estimate of a loss of 

$0.84.  Three out of the four past quarters resulted in 

positive earnings surprises.  Investors should strongly 

consider the current low price and closing opportunity 

before FireEye announces its third quarter earnings on 

November 4, 2015.    

 

Conclusion  

 

I am recommending a buy on FireEye Inc. because of its 

substantial growth in revenue, the growth in demand for 

this sector and most importantly the quality of its 

product.  The financial margins of FireEye are not yet 

profitable due primarily to the company investing heavily 

in R&D along with SG&A.  It is clear though that this 

company is still operating in its explicit period and has 

promising long-term growth potential.  The market is 

currently undervaluing this company due to not 

capitalizing SG&A and only its R&D expenses.  The 

company has partnered and continues to join forces with 

major corporations within the past years such as VISA to 

work alongside against the ever-looming threat of cyber-

attacks of today’s world.   
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