


 

  

Security Description 

 
 

 

Alteryx Inc. (NYSE:AYX) 

 
BUY – Growth 

Investment Thesis 
 Buy Rating 

Data science and machine learning are a necessity 
for large firms and have become a strategic tool for 
small businesses. Soon, most business decisions 
will be a result of data. Resource and data 
availability pressure companies into interpreting big 
data for business decisions and improvement. 
Alteryx is software that is used to prepare large 
amounts of data. 

Current Price: $25.54 

Target Price: $36.08 Upside: 41.28% 

52 week high: $31.59 
 

 

• Software investment in analytics is young, large, 
and projected to grow. 

• Corporations will adopt Alteryx software to 
harness data, drive margin expansion, make 
business decisions, and satisfy shareholders; 
analytics is in demand 

 
 

Alteryx reported an EPS of $0.02 for Q3, becoming 
profitable earlier than expected. Management does 
not expect this to continue, however, citing 
continued research & development and sales & 
marketing spend. Since the IPO in March 2017, 
shares are up over 100%. The following metrics 
affirm our confidence in the core business: 

• 52% YoY revenue growth 
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2015 2016 LTM 

• 133% in net revenue retention Technology- Software 

Alteryx, Inc. provides proprietary, self-service data 
analytics software for businesses to employ for business 
improvement, data blending, reporting, and decision 
making. The software is used by business analysts, 
programmers, and experienced data scientists to quickly 
harness big data and make complex statistical decisions. 
The company is headquartered in Irvine, CA. 

Catalysts 

NYSE: AYX 

Q3 2017 Highlights 
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The Software 

Alteryx is used by data scientists, a profession occupied by a highly skilled labor force. Data scientists at large 
corporations are skilled in mathematics, statistics, and many times in programming. However, part of their 
responsibility includes time-consuming data preparation. Although data is stored, it is often unharnessed because of 
the hassle of preparing large amounts. 

Alteryx is hailed a hero for "reducing time" and enabling conversations regarding complex data between data 
scientists and executives, colleagues, or even professional sports coaches. It allows for the communication of 
statistical reporting without requiring prerequisite knowledge of statistics and data. It enables consulting firms to 
contract their services in a data-driven market. Corporations can now more efficiently use skilled data workers. 

Analytics is becoming a necessary tool for large businesses; many create entire divisions with the sole responsibility 
of analyzing data. Those who do not face pressure to do so because of data's proven effectiveness in expanding 
margins. Alteryx software is used by large, blue-chip companies. 

Alteryx is compatible with visual analytics and can work together with other analytic tools like Hadoop and Tableau. 

Alteryx is a too for data analytics that solves the problem of data-cleanse being a lengthy process. It is not a 
competitor to the companies often mentioned in the artificial intelligence world, Google and Amazon. Instead, Google 
and Amazon themselves use Alteryx to prepare the data they deem valuable (for insights into machine learning). 

Pricing: Alteryx is available for one and three year subscription terms starting at $3,995 per year per user or, for a 
scalable platform, $45,000 per year. Add-ons (such as sharing, collaboration, and more analytics tools) cost up to 
$39,000 more. Look to pages 9 & 10 for a more detailed pricing breakdown. 

Example of low volume data analytics used for problem-solving: If a McDonald's kitchen has five tables and can 
get a burger from the first table to the customer in x seconds, one can theoretically record the time for the burger to 
reach each table in the workflow. The kitchen can configure the tables in different floor patterns and ascertain the 
best means of table organization (optimal workflow) - using analytics - to solve for kitchen setup during different 
times of the day. The data harnessed includes tasks, times, and foot traffic. 

 

The Market 

Big Data is the description of data so large that software was unable to process. 

Applications for data science encompass every institution in the world: airlines, sports teams, polling centers, 
universities. In the past, data was scarcely available, too large, or unproven to spend time and money on. 

Before cloud technology, much data was wasted or unrecorded. Large data sets would take weeks to process before 
being used in decision making. Now, software like SQL is rendered substandard by Alteryx. What once would take 
two weeks to process takes under an hour with Alteryx. 

Small businesses are now aided by third-party software and analytics from companies like Square and Salesforce, 
who provide some analytics for their merchants. These small businesses are those who do not have, or are too small 
for, a division in data analytics. Alteryx has found a comfortably large niche in blue-chip corporations. 

Interpretation of big data arms corporations to receive high ROI in analytics investments. 

Data encompasses all things recorded. Every action -a click on the internet - carries meaning, along with information 
regarding, for example, the over 1 billion daily active users who access Facebook. 

Alteryx Q3 revenues grew 52% year over year. The company expanded into Europe and Asia, where it has already 
recruited customers of the likes of Unilever, Audi, and Vodafone. This quarter, Alteryx will disclose international 
revenues for 2017. In 2016, international revenue grew 130%, but still only accounted for 19% of revenue. Because 
Alteryx is software, the company does not have a problem with scaling the business overseas. 



  

 
 

Catalyst - Investment in Analytics Software 

Alteryx is a product geared for a market which has not fully developed. According to International Data Corporation 
(IDC), Big Data Analytics (BOA) will see the most investment from the following sectors globally: banking, discrete 
manufacturing, process manufacturing, government, and professional services. By 2020, these sectors will 
collectively spend over $101 billion; they currently spend $70 billion.  In 2020, data software alone will generate  over 
$70 billion in revenue. 

IDC found the following in its March 2017 Worldwide Semiannual Big Data and Analytics Spending Guide: 

• Macy's claims its BOA effort contributed a 10% sales increase in 2014. 

• Services-related spending will also experience the strongest growth with a five-year CAGR of 14.4%. 

• Software investments will grow to more than $70 billion in 2020, led by purchases of end-user query, reporting 
and analysis tools, and data warehouse management tools. 

• Non-relational Analytic Data Store and Cognitive Software Platforms will experience strong growth (CAGRs of 
38.6% and 23.3%, respectively). 

• BOA-related purchases of servers and storage will grow at a CAGR of 9.0% to reach $29.6 billion in 2020. 

• Commercial purchases of BOA-related hardware, software, and services are expected to reach over $210 billion 
in 2020. 

Catalyst - Companies Need Data Analytics 

We have observed demand for BDA from many kinds of firms: Amazon, Google, small merchants, autonomous 
vehicle manufacturers (for both operations and Al), etc. Competition incentivizes demand for analytics, evident when 
you look at Alteryx's customers. Blue-chip companies who employ Alteryx servers are among the most competitive 
firms. 

We expect more demand to come from large retailers. Amazon's e-commerce marketplace offers it high volume 
data concerning customers, pricing, promotions, and logistics. It leverages BOA, another weapon it uses to 
predatorily outpace the competition. Amazon is among Alteryx's customers and so are Amazon's retail competitors 
like Best Buy, Dick's, and Home Depot. Public companies must satisfy shareholders; and even for laggards (such 
as Dick's), data analytics provides breathing room to stay competitive and make strategic decisions. 

Many companies have created data warehouses. These warehouses store massive amounts of data created by 
cloud systems. The purpose of doing so is to gain valuable insight (from the psychology of consumers to logistics) 
for making decisions  Data that Large is made for implementation with Alteryx; it is too large for other software 

Data, according to Wired.com, fell into a "gray area" between operations and information technology in the early 
nineties. It was too young of a concept to be taken seriously by C-Suite executives. Between 2014 and 2017, Chief 
Data Officer (COO) jobs doubled. Gartner, an information technology research firm, predicts 90% of large 
companies will appoint a COO by 2019. Companies are building divisions in analytics and are becoming 
increasingly reliant on them. 

Growth 

Alteryx's overall revenues grew 52% year over year. International revenue was $8 million for the quarter, up 83% 
year over year. With a revenue retention rate of 133% and over a thousand new customers in the ast year, there 
are no signs of slowdown domestically (and long-term prospect for even more growth overseas). Alteryx is 
software; it can grow international revenue into its largest segment. Currently, international revenues are 23.42% of 
the entire business and encompass over 30 countries. Moreover, the more customers Alteryx adds, the more it can 
cross-sell; and Alteryx cross-sells effectively. 
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Other Catalysts for Adoption 

Adoption has been swift. Alteryx added 231 net new customers in Q3 '17, 
bringing the total to 3054. Customers who gave testimonies - pictured right - 
noted the following benefits of Alteryx (look to page 8 for a more exhaustive list 
of customers): 

• Productivity efficiencies, which one user described as "reducing time" 

• Preparing data for specialists from different business functions to interpret 

• Harnessing data moving at high velocity which would otherwise be subject 
to waste 

• Reducing time of complex data blending processes by hours, days, and 
weeks 

• Enabling quicker interpretation and action 

• Automating tasks of handling, managing, and cleaning data 

• Geospatial analytics 

• Enabling conversation between departments for decision making 

• The ability to save and reassign models, which reduces coding time 

• Enabling conversation between data scientists and other associates within 
a firm regarding complex analytics or code 

• Lower knowledge barrier for use 

• Easy implementation 

• Access data previously inaccessible and allow for delivery of new insights 

• Bolton Wanderers, an English soccer team, employs Alteryx and notes it is 
used by their sports scientists as well as coaches "who've never touched a 
computer before." The engagement and conversation between the two 
groups were only possible because of Alteryx. 

• "Verizon Wireless is in a highly competitive industry and every advantage 
we can find is something we need to have. Alteryx lets us look at all of our 
datasets put together in one place in one tool, so we can maintain our edge 
of being the best and most reliable network." - Aaron Agostini, Systems 
Engineer for Verizon Wireless 

Alteryx in Practice 

 

Customers 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

Home Depot offers a great example of the power behind Alteryx. The retail giant operates 2000 stores, each with 100 
thousand skews out of 160 thousand skews available. Alteryx enabled Home Depot to pinpoint exactly what product 
to put on which shelf and at what time. Its data team can answer questions like which product to make seasonal or 
what forecasted revenues will look like. 

• Home Depot reduced the time from the product localization and clustering process from 2 weeks to under an hour 
using Alteryx. 

• Home Depot expanded "2 to 4% in bottom line for any given project." The employee who introduced Alteryx to 
Home Depot was awarded employee of the year. 
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Competition with Alteryx (Low Force): 

No software replicates the analytics power Alteryx puts in the hands of data workers. 

Threat of New Entrants (Moderate Force) 

The market is large, and Alteryx is a young company. New software and software companies extending into BOA 
can offer solutions to smaller as well as develop powerful software to rival Alteryx. However, it takes a lot of money 
and qualified manpower to develop such software. 

Threat of Substitutes (Strong Force) 

Data analytics software can be employed for smaller datasets which do not require complex statistical software like 
Alteryx. Programmers, statisticians, and mathematicians can effectively use traditional tools for analyzing smaller 
data. 

Threat of Substitutes Among Large Corporations and Data Scientists (Low Force) 

While not all businesses are equipped to adopt Alteryx, those with dedicated divisions for data workers will find no 
alternative to the program. The advent of a Chief Data Officer to spearhead data-driven decision making affirms 
Alteryx's place in the industry. 

Alteryx is a high-end product used by businesses. Data scientists are high y ski ed and BOA spending is forecasted 
to grow. Large corporations must engage in BOA and Alteryx is a powerful tool that provides a high ROI and reduces 
processing time by weeks. Corporations will not substitute for less adequate software. 

Bargaining Power of Alteryx's Customers (Low Force) 

Alteryx is an effective cost minimizing tool with sure price inelasticity. 

Bargaining Power of Alteryx's Suppliers (Low Force) 

Alteryx has no suppliers for their software. 
 

Important Takeaways 

• BOA and Al is a huge market, and investors have been generous in pricing growth for relevant companies (Nvidia) 
elsewhere in the market. 

• Alteryx is a relatively new company with a cloud-based, margin friendly product 

• Alteryx's customers are large, blue-chip firms; its customer base is very diverse (exhibiting far-reaching applications 
for BOA). 

• Data scientists who use Alteryx at companies such as Home Depot and Kroger testify that it reduces data 
preparation time from weeks to minutes. 

• Alteryx boasts 133% in dollar-based net revenue retention. It effectively cross-sells its platform; and in the last four 
quarters, it has added almost a thousand customers (delineated on top of the next page). 

• We believe the growth Alteryx's revenue and earnings estimates could push valuations higher. The company is 
young and spends heavily on operations; it has the ability to substantially grow net margin. 

• Alteryx reports earnings on February 21. The highest forecasted Earning Whispers number for revenues is $34.7 
million, according to Zacks Investment Research; this assumes the lowest quarter to quarter growth in company 
history (4.96%). Now that the company is international, we feel Alteryx can deliver much more growth than 
anticipated. In the last three earnings reports, Alteryx has EPS surprises of 68%, 35%, and most recently, 125%. 
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Alteryx # of Customers 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Discounted Cash Flow Valuation 

Our DCF Models use: 

• 2.85% for the 10-year U.S. Treasury risk-free rate of return 

Source: Alteryx Investor Presentation 
 
 
 

Alteryx Corporate Structure 

• A 6.80% market risk premium using geometric return of the S&P 500 from 1927 - 2017 

• A forecast of sales growth for the next fifteen years 

• Perpetual growth of 3% 

• 1.32 Beta for Alteryx, Inc. (six-month daily regression output from Bloomberg Terminal) 

We forecast sales to grow 50% in 2018, and at a CAGR of 33.09% in our valuation. We 
expect more growth surrounding years in which operating margins are low. 

• Gross margin is expected remain at 83.18% in 2018 and forecasted to expand 15 
basis points each year until 2023. It will then expand 5 basis points every year. 

• We model operating expenses declining over a fifteen year horizon, down to just over 
55% of sales in 2032. Currently, operating expenses exceed sales. In a meeting with 
CEO Dean Stoecker, he made it clear that spending on operating expenses will not 
cease. The spending has yielded a high ROI for the company, leading to Q3 '17 YoY 
growth of over 50%. We forecast operating expenses to remain between 90-92% of 
sales until 2021 (where we forecast the bulk of sales growth for the business), and 
then gradually decline. 

 
 

DCF Output 
 

 

• We forecast capital expenditure as 5% of sales. It was almost exactly 5% of sales in 2015 and 2016. 

• Depreciation is forecasted to remain at 1.94% of sales. 

• Alteryx charges for subscriptions; therefore, accounts receivable should increase along with sales. In the last 
twelve months, current assets were 166.79% of revenue. We forecast current assets to drop to 106.79% of 
revenue over the next fifteen years. 

• We forecast current liabilities dropping from 82.08% of revenue to 52.08% in the next fifteen years. 

• Alteryx pays no tax, as it has been unprofitable. We expect the company to turn a profit in 2022, where it will pay a 
20% corporate tax rate. 

Shares of Alteryx, Inc. trade for $25.54, delineating 41.28% upside according to our valuation. The intrinsic value of 
Alteryx shares is $36.08. 



EQUITY RESEARCH -Alteryx, Inc. 
NYSE:AYX 
February 9, 2018 

Arham Khan 
akhan@edencapllc.com 

(909)996-9609 

NYSE:AYX- Page 7 

 

 

 
 

Risks 

Alteryx is valued, already, with expectations of long term growth. While we feel it can produce results in excess of 
expectations, any quarter with unsatisfactory revenues or guidance will deflate valuations. 

Alteryx will have to keep up with development as software companies can intrude and take market share. 

Disclosure 

The analysis provided is based on financial information and speculation of future performance in statements  associated  with 
this company. All outside sources are perceived to be credible, and the analysts do not take fault for any changes in numerical or 
informational accuracy that may result. This report is for informational purposes only  and is the opinion of the writers. This  
report has no regard for the specific investment needs or objectives of readers. Investors are encouraged to conduct their own 
research and come to their own conclusions before making the decision to invest in a company. Sources used in the making of 
this report are considered to be accurate. 

 

Appendix 
 

DCF Model Assumptions/Forecasts 
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Big Data Analytics: 

• Improves processes 

• Improves inbound and outbound logistics 

• Minimizes error 

• Helps businesses understand customers 

• Helps in developing and redeveloping 
products, pricing, and promotion 

 

 
 
 

• Analyzes real-time data 

• Minimizes pollution 

• Catalyzes the rise of machine learning 

• Improves customer acquisition techniques 

• Improves advertising efficiency, revenues 
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