
 
    

 

 

 

BUY 
Current Price:  $41.53 
Target Price:  $103.08 
Market Cap:  $1.15B 
EBITDA:  $16.1M 
R&D % of Rev:           6.14% 
Gross Margin:              19.5% 
No customer represents more than 1% of sales 

 

Company Description: Overstock.com, Inc. is an 
online retailer of a large variety of products and 
recently has declared itself an incubator of 
blockchain technology. The company sells items 
such as food products, clothing, and furniture and 
has constantly been expanding its product lineup to 
include new products and services such as used cars 
and insurance. 

 

 

 

 

 

 

 

 

 

 

Thesis: Overstock.com Inc. is an online retailer 

of various goods and services through direct 
channels and channels utilizing the relationships of 
partners. In late 2014, the company began to make 
its way into the blockchain and cryptocurrency 
space, through which it has become a leader in 
developing and utilizing new technologies, to 
enhance its business strategy. This early move into 
the space, coupled with innovation and associated 
efficiencies as well as increased demand for 
blockchain utilization and the likely appreciation of 
crypto value will allow the company to become an 
industry leader in a developing industry and will 
translate to an increase in shareholder value. 

Catalysts:  
 Short Term(within the year): 

- Gains from newly added Cars segment 
- Cryptocurrency ICO (mid Nov.) 

 Mid Term(1-2 years):  
- Will become an industry leader in 

blockchain implementation 
- Will become an industry leader as a 

cryptocurrency exchange 

 Long Term(3+):   
- Benefits associated with the 

capitalization of short and mid-term 
catalysts (consulting potential, currency 
appreciation, efficiency increases)  
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Company Name: OSTK 
TJ Curtin 

 
Sector: Consumer Discretionary   
Industry: Internet and Direct Marketing Retail 
Current Price: $41.53 
Target Price: $103.08 
 



 
    

 

 
 
 

  
Earnings Performance: 

 

 

 

As can be noted by the graph above, where the blue bars represent analyst estimates for earnings per 

share over the past year whilst the orange lines represent actual earnings per share, predictions as well as 

performance are all over the place. This is due in part to the seasonality of Overstock’s revenue, in part to the 

large degree of uncertainty that surrounds the cryptocurrency and blockchain markets of which Overstock 

has been the first major online retail corporation to begin investing major resources into, and in part because 

only recently have analysts begun to follow and report on this stock. Estimates appear to be more 

conservative for the next year, in terms of volatility, likely to reduce the forecast error by analysts and because 

of the inclusion of last year’s data.  

 

 
 

Earnings per share as well as revenue growth have been consistently weaker than competition (competitors 

include the likes of Amazon, Target and Wayfair)  although net income growth, which has grown by a 

massive 31.6% over the past year as well as EBITDA growth, which also boasts a large gain of 56.1% come in 

stronger than competition. This data exemplifies the lack of compatibility with other firms in the industry due 

to Overstock’s transition from an e-commerce retailer to a blockchain and cryptocurrency focused 

organization.  

 

 

 

 

 

 



 
    

 

  

 

Business Strategy: 

 
Overstock.com, Inc. owns and operates three websites that it utilizes to sell its variety of products 

either direct to consumer or to businesses. These products include, but are not limited to the areas of home 

and garden, furniture, home décor, jewelry, watches, clothing and accessories, electronics and computers and 

other products. Recently, the organization has opened a new cars website for the posting and sale of used cars 

as the predicted supply of used vehicles is expected to rise to an all-time high over the next 3 years. The 

internet retail industry is described as intensely competitive and that key success factors include things such as 

price, product quality and assortment, shopping convenience, website organization and load speed, order 

processing and fulfillment, delivery time, customer service, website compatibility with mobile platforms, 

brand recognition and brand reputation. The company admits that it is not the leader of many of these areas 

in comparison to competitors; I believe because their primary focus is shifting elsewhere. 

  

 As competition became tougher, Overstock executives began to look toward the horizon for growth 

opportunities. In 2014, OSTK became interested in the growing blockchain and cryptocurrency trend and 

began to invest resources and efforts into pioneering this trend relative to their industry. In order to 

spearhead this movement, they acquired a majority interest in what can be described as either a financial 

technology (fintech) company or a blockchain and cryptocurrency company named Medici, which they have 

coined T0 (pronounced T-Zero). They were the first of all their competition to begin accepting Bitcoin as a 

form of payment in January of 2014 and by September of the same year, they began accepting the currency 

internationally. As a reference point, since January 2014, the value of the Bitcoin has increased over 670% 

from about $740 per coin to roughly $5,700. In January of 2016, OSTK acquired majority interests in two 

registered broker-dealers that were affiliated with T0. Also in 2016, the company acquired nearly an 11% 

equity interest in Bitt, Inc., a startup based in Barbados that facilitates a variety of digital currency transfers 

and business payments in the Caribbean.  

 

Overstock owns its own headquarters in Midvale, Utah which offers approximately 232,000 square 

feet of office space. They lease approximately 12,000 additional square feet for their Medici initiatives (those 

related to blockchain and cryptocurrency) and approximately 1.2 million square feet are leased throughout the 

U.S. for warehousing activities and with another 9,700 square feet leased separately for various data centers. 

The company does not report any off-balance sheet activities at all and no customer represents more than 1% 

of their business.  

 

 

 

 

 

 

 

 



 
    

 

 

 

 

Addition of Cars: 

The graph to the left shows the results of a 

survey where customers were asked about 

their likelihood of purchasing a car through 

various online retailers. The data shows 

that customers were likely to consider 

purchasing a car through Overstock in 

comparison to its strongest competitors. 

The fact that over 30% of interviewees 

were more likely than not willing to 

consider purchasing a car through 

Overstock’s online marketplace, coupled 

with the notion that there are currently 

more than 4 million cars available, provides a glimpse at the potential revenue share that Overstock is aiming 

gain a portion of. This is especially important whilst online marketplaces for car sales are inefficient, not 

updated regularly, inaccurate and often full of software bugs. Overstock offers the lowest cost for warrantees, 

entirely online financing options for all customers, parts and maintenance service that can be delivered to or 

performed at the customers home and the organization is currently working on including off lease vehicles 

and virtual reality tours of cars in anticipation of future trends. These actions allow for the company to gain 

revenue around the entire ownership experience (purchase, insurance, warrantee, maintenance and repair and 

even potentially the sale). As this segment gains success, brand loyalty will strengthen and benefit other 

segments of the business as well.  

  

Acquisitions: 

The first acquisition that Overstock made in an effort to become a leader in blockchain and 

cryptocurrency technologies was of the fintech company initially coined Medici. The Blockchain is the 

technology that allows cryptocurrencies to exist, although it has various other useful business applications.  

Blockchain technology is essentially a digital, decentralized (no trusted third party) ledger that eliminates the 

need for a bank to exist between transactions. Since the networks are open-source, it is nearly impossible to 

alter logged data and so the potential for more secure peer-to-peer and business-to-business operations points 

strongly to this technology. The purpose of the Medici acquisition was to give Overstock a competitive 

advantage in the e-commerce sector by becoming the first to begin accepting cryptocurrencies as a form of 

payment. Initially, Bitcoin was the only currency accepted although other currencies such as Ethereum have 

been added to the list over time. Not only will this drive customers toward the organization over competitors, 

but the price appreciation of the currency as well as the increased operating efficiencies that come along with 

the proper utilization of blockchain technology will help the company to strengthen its position in its 

industry.  



 
    

 

 

 

In January of 2016, two registered broker-dealers approved by FINRA and nearly all of the related 

employees were acquired by OSTK in an effort to further exacerbate the company’s position in the 

cryptocurrency markets. In 2016, OSTK also acquired nearly an 11% equity interest in Bitt, Inc., a startup 

based in Barbados that facilitates a variety of digital currency transfers and business payments in the 

Caribbean. Recently, OSTK issued class A preferred shares through a blockchain medium making it the first 

publicly traded company to utilize the new technology to issue shares. This recent push toward the exchange-

side of blockchain technology indicates that the company may very well be shifting its focus from the realm 

of e-commerce to the cryptocurrency-exchange side of things. As an entity with a significant amount of 

experience in this industry (nearly 4 years whilst competitors have yet to enter) and the signs that the industry 

is shifting from a great potential idea to a widely accepted idea as governments and institutional investors 

have begun to take financial interest in the potentially “disruptive” technology, OSTK has positioned 

themselves well thanks to their acquisitions over the past years. Getty Images was kind enough to provide the 

image below which is a digital representation of blockchain technology; the gear at the center represents the 

ledger, where information is recorded and stored and the chains represent users on the network who 

corroborate this information by recording and storing it separately. Users and the ledger store their own as 

well as others information in an encrypted form so that only relevant data is viewable. The more users that 

utilize the network equates to a higher strength and security of the blockchain, and underlying 

cryptocurrency(ies) themselves.  

 

 

 



 
    

 

 

 

Initial Coin Offering: 

An ICO (Initial Coin Offering) is much like the IPO 

of a stock, however it is for the initial sale of a new digital 

currency rather than the initial sale of a new public 

corporation. Overstock is seeking to raise $500 million 

through its private ICO between November 15th and 

December 31st of 2017, which if successful, will be the largest ICO in history compared to the previously set 

record of $262 million. Success in these offerings largely depends on the amount of people aware of the 

transaction, the public’s trust and faith in the entity raising the funds and in the ability of the organization to 

manage the offering and supply of the currency adequately; an issue that Overstock is largely the most 

qualified to take on. If successful, OSTK will raise more capital than the market cap of itself in August of this 

year and rising demand for this currency will allow Overstock to earn additional income on the price 

appreciation of its own coin. These events will also likely be associated with an increase in the company’s 

stock price.  

 

 

Cryptocurrency Appreciation: 

 

 

 

 

 



 
    

 

 

 The Bitcoin is the most widely recognized cryptocurrency today as it was the first that was released 

and boasts the highest price and market cap; currently there are more than 800 other cryptocurrencies on the 

market with different intents and purposes. The chart on the previous page, sourced from Coindesk.com, 

shows Bitcoin prices in USD from January of 2014 through October 27, 2017. The value at the beginning of 

the period is under $1,000 and ends near the $6,000 mark. These historical values show the degree of 

uncertainty that was present in the cryptocurrency market from 2014 through the beginning of 2017 and 

exemplify the confidence that investors have gained over the past year as major events have begun to unfold 

relative to the industry. One of these is the introduction of federal regulation of cryptocurrencies; a concern 

that many had prior to this was the banning of utilizing and trading these currencies by the federal 

government. Various analysts have attempted to convey a target price for the Bitcoin, with estimates ranging 

between $8,000 and $20,000 over the next 12 months.   

 

 OSTK has been accepting Bitcoin since early 2014 and has announced the acceptance of other 

cryptocurrencies on a rolling basis since then. Currently, the organization also accepts Ethereum, Bitcoin 

Cash (a fork of the original Bitcoin), Litecoin, Dash and Monero. Each of these currencies is regarded as 

highly stable in comparison to the alternatives that exist and they have all boasted sizable gains since their 

introduction into the blockchain. The Ethereum price chart above, from coinbase.com, shows the uncertainty 

that existed with the coin from its inception up until the end of October 2017. As this organization increases 

its cryptocurrency exchange potential in a cost-effective manner and takes on more well-researched 

cryptocurrencies onto its accepted medium of exchange list as well as pushes toward its own coin offering, 

the appreciation of cryptocurrencies alone is set to generate substantial gains for the company moving 

forward.  

  

 



 
    

 

 

Shift of Focus from Retail to Blockchain and Cryptocurrency Technologies: 

 As OSTK shifts from having a focus on e-commerce to a focus on blockchain and cryptocurrency 

technology, gains are to be expected so long as implementation and adaptation are successful. The company is 

sure to fluctuate in value as it makes this transition, however the thousand percent gains that have come along 

with OSTK’s accepted cryptocurrencies, associated with the transition to the currencies starting to become 

widely accepted methods of exchange (from previously being condemned as “only for money-launderers and 

criminals”) it is likely to see operating efficiencies, greater consumer and investor interest, currency 

appreciation and the ability to better capitalize on opportunity given the advantageous market position. The 

company has shed some light onto the confidence that they have in themselves when the board authorized a 

stock repurchase program in May of 2015. In January of 2017, the organization repurchased approximately 

604,000 shares of common stock for $10 million. They have the option to purchase up to $15 million of 

common stock through the end of 2017 and may opt for additional share repurchases in the future. This 

signals that the company has faith in its own activities and is aiming to increase its earnings per share; a sign 

that investors would like to see amidst times of uncertainty about the current and future value of this 

company.   

  

 

 

Conclusion:  

OSTK is a profitable e-commerce retailer, however its future gains will largely come from strategy and 

performance in the blockchain and cryptocurrency departments. Although investors may be weary of 

investing in these technologies, their performance over the past 4 years provides evidence to their legitimacy, 

demand and profitability and an investment in OSTK is great way to gain exposure to the industry without 

investing directly in the volatile technological instruments themselves. Overstock is, by far, the most invested 

in terms of dollars and years in this technology with respect to its competition and an industry leader in an 

emerging market is largely able to capitalize on future opportunity that others are not able to. With the notion 

that this company will be leading the cryptocurrency trend in the coming year, I see its potential to be a great 

growth stock and 1 year investment that should be re-evaluated at least quarterly due to the implied volatility 

of any company related to the cryptocurrency industry.  

 



 
    

 

 


