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MongoDB Enterprise Advanced: A subscription package for
enterprise customers to run in the cloud, on-premise, or in a hybrid
environment
MongoDB Atlas: A cloud-hosted database-as-a-service solution
Community Server: A free-to-download version of its database, which
includes the functionality that developers need to get started with
MongoDB. 

MongoDB, Inc. operates as a general purpose database platform
worldwide. The company offers: 

 
1.

2.
3.

 
The company was formerly known as 10gen, Inc. and changed its name
to MongoDB, Inc. in August 2013. MongoDB, Inc. was founded in 2007

and is headquartered in New York, New York.

BY  THE  NUMBERS
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MDB is a stock that has only known one direction since hitting the
public markets back in October 2017 and that's up. 

 
MongoDB is a leading modern, general purpose database platform

that enables developers to build and modernize applications rapidly
and cost-effectively across a broad range of use cases. 

 
Essentially, MDB provides the landscape for organizations to deploy

their services on their platform at scale in the cloud, on-premise, or in
a hybrid environment with the necessary performance, scalability,

flexibility and reliability they need. Every software application requires
a database to store, organize and process data and in today's tech-

driven world, large organizations can have tens of thousands of
applications and associated databases. 

 
MongoDB is a so-called NoSQL database product, meaning that it
gives developers more flexibility in how they organize data than
traditional databases programmed with the SQL programming

language.
 

In fact, the global enterprise database market is expected to reach
$155.50B by 2026, a 12% CAGR. In addition, Gartner expects by 2022,
75% of all databases will be deployed or migrated to a cloud platform.
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ANALYSIS



Revenue Growth
Customer Growth + Net Dollar Based Retention Rate
Client Revenue Breakdown
Gross Margins
Cash Flow
Competitors

When CUBE analyzes companies there are always certain stats and figures we
are looking for but as it pertains to software companies, specifically, these are

the major areas we place more weight on:
 
 

1.
2.
3.
4.
5.
6.

We know profitability is important but we must keep in mind that these
companies are in different business cycles and are not focused on it right

now - growth is the name of the game. Later on we will discuss the
financials and valuation but as far as pure business metrics goes, this is
what CUBE is placing most weight on. As you know, CUBE is a big fan of

investments in tech and we want to make sure that the company has the
ability to grow, the ability to scale, the ability to turn cash flow and

profitability on at will, and the ability to get current customers to spend
more with them amongst other things. 

 
With this laid out, let's dive into each category one by one.
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MDB has been growing revenues very well. Revenues in 2017 grew 77% vs.
2016, grew 44% in 2018 vs. 2017, then picked up even more and grew 61% in

2019 vs. 2018, and in FY2020 grew 58% vs. 2019.
 

Looking at FY2021 guidance provided by the company, MDB expects to bring
in $510M-530M. This implies growth of 23% Y/Y, which is a pretty sizable

slowdown. CUBE is well aware that the percentage will naturally come down
as revenues grow but in FY2019 MDB added $100M in new business and in

FY2020 added $155M in new business. MDB did note that this guidance
includes an estimated $1-$2M negative revenue impact from COVID-19

outbreak for the first quarter, and $15-$25M for the full year.

Revenue Growth
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As of January 31, 2020, MDB had over 17,000 customers across a wide range
of industries compared to 13,400 customers and 5,700 customers as of the
end of FY2019 and FY2018, respectively. This implies a 44% compounded

annual growth rate in clients which is very impressive. In addition, no single
customer represented more than 10% of revenue in fiscal year 2020. This is

something we look for to make sure MDB does not derive too much revenue
from one single client as that poses major risks to revenue growth.

Client Growth + Net Expansion +
Breakdown
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Last but not least, MDB isn't just growing their number and depth of clients,
but also getting them to spend more. MDB's net ARR expansion rate has been
over 120% for each of the last 20 fiscal quarters. Below is an image as of 2018.

MDB continues to stay at the top and has barely let off the gas.

120% Net Dollar
Expansion Rate



Why do gross margins matter? We want to make sure their platform is lean
and scalable and allows the company to invest for growth and eventually
draw a large profit. Generally speaking, CUBE considers the following for

software-as-a-service (SaaS) companies:

Gross Margins
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60-69% Range = Decent
70-79% Range = Good
80-89% Range = Great
90%+ Range = Excellent

Gross profit for MDB was $296.4M for the full year fiscal 2020, representing
70% gross margins compared to 72% the prior year. This still falls in the

"good" area for CUBE but are not a fan that the figure fell 200bps Y/Y. We'd
like to see this number back in the mid 70% range in FY2021 as it has been

trending downwards since 2018 when it was closer to 74%.



While we don't expect many of these high growth SaaS companies to be
generating much positive net income we do like to see them at least make up

for it via operating cash flow and, if possible, free cash flow (operating cash
flow less CapEx). Unfortunately, this is not the case for MDB. 

 
Operating cash flow was -$29.5M, -$42M, and -$44.9M for the years ended

January 31, 2020, 2019 and 2018, respectively.
 

After then taking into account their capital expenditures, their free cash flow
was -$35M, -$48.8M, and -$47.0M for the years ended January 31, 2020, 2019

and 2018, respectively.
 

This is an issue for obvious reasons but mainly it comes down to where MDB
is going to get their cash to continue operations if it isn't being generated by

the business itself. The answer is debt and/or equity which is why MDB raised
$750M in convertible debt to pay down more near term debt (more on this in

balance sheet section).
 

With $987M in cash and equivalents, liquidity and solvency are not an issue
for MDB but we would like to see them start to slow down the cash burn a bit

better.

Cash Flow
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Competition

To no surprise, MDB has plenty of competition in this space, both from
brands large and small.
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CUBE'S TOP
PROS FOR 
MDB

 

REVENUE 
GROWTH

INDUSTRY
TAILWINDS

NET DOLLAR
EXPANSION
RATE

M D B  |  E Q U I T Y  R E P O R T  



CUBE'S TOP
CONS FOR 
MDB

CASH FLOW
BURN

GROSS MARGIN
CONTRACTION

FIERCE
COMPETITION
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GLOBAL GEOMETRY YEAR 2018

FINANCIAL
STATEMENTS
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BALANCE SHEET



MDB's balance sheet isn't a fortress but also isn't something to
worry about from a liquidity and solvency standpoint. As of

January 31, 2020, MongoDB had $987.0M in cash, cash
equivalents, short-term investments and restricted cash.

 
Accounts receivable appear to be healthy and short-term debt

don't seem to be a problem.
 

When we look long-term, MDB has a bit of debt. As we can see
below, the company has approximately $1.6B in debt, most of
which is convertible meaning that it can be switched over to

shares. Those do not mature until 2024 and 2026. At this point in
time, MDB will owe $66M on their debt within a year, $138M in 1-
3 years, $187M in 3-5 years, and the remaining $1.2B more than 5

years out which they can always issue more debt to repay and
push the maturities out even further.
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In the fiscal years ended January 31, 2020, 2019 and 2018, total
revenue generated from customers outside the United States

was 41%, 39% and 37%, respectively, of total revenue.
 

MDB generates revenue primarily from sales of subscriptions,
which accounted for 95%, 93% and 91% of total revenue for the

years ended January 31, 2020, 2019 and 2018, respectively.
 

Subscription revenue is nice because it allows investors to have
more trust in "sticky" revenues. 

 
Their product, MongoDB Atlas, has also been making up more of
revenues. Atlas represented 39%, 23% and 7% of total revenue

for the fiscal years ended January 31, 2020, 2019 and 2018,
respectively.
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Atlas has grown 170% Y/Y vs. FY2019 to $162M in revenues while
other subscriptional services has grown 26%. 



The increase in sales and marketing expense included $43.0M
from higher personnel costs and stock-based compensation,

driven by an increase in sales and marketing headcount to 789 as
of January 31, 2020 from 466 as of January 31, 2019. Sales and

marketing expense also increased $18.9M from costs associated
with higher headcount, including higher commission expense,

increased travel and related expenses, as well as higher facilities
and equipment expenses. In addition, expenses increased $9.0M

due to higher spend on marketing programs.
 
 
 
 
 
 
 
 

The increase in general and administrative expense was primarily
due to an increase in general and administrative personnel

headcount resulting in $14.3M of higher personnel costs and
stock-based compensation.
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During the year ended January 31, 2020, MongoDB used $29.5M
of cash in operations and $3.6M in capital expenditures and
$1.9M in principal repayments of finance leases, leading to

negative free cash flow of $35.0M, compared to negative free
cash flow of $48.8M in the prior year.

 
This was a good increase Y/Y but MDB really has to start to

getting on top of free cash flow burn as we look out over the next
couple of years. The company isn't heavy on CapEx so the real
way this happens is by growing net income margins. The good

thing is that around $100M of their $175M in net income losses in
FY2020 were made up of non cash expenses like depreciation

and amortization + stock based compensation.
 

Below is a more simplified view. MDB is moving in the right
direction and a big catalyst for share price would be to finally get

to cash flow breakeven in the next 12 months.
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MDB
FUNDAMENTALS

 

We are going to compare MDB to other SaaS names like that of Alteryx
(AYX), Okta (OKTA), Zendesk (ZEN), Twilio (TWLO), Atlassian (TEAM), and

Zscaler (ZS).
 

As mentioned already, there won't be too much from a fundamental basis
that we can examine in regards to profitability so we will be focusing on

the data points previously mentioned to see how MDB stacks up.
 

Let's first analyze how much revenue these companies are generating
over the last twelve months. MDB is towards the bottom at around

$421M over the LTM vs. more mature companies like TWLO and TEAM.



MDB
FUNDAMENTALS

 

On an enterprise value to sales (LTM) ratio, MDB is in the middle of the
pack at 26.3x. With MDB's guidance of revenue growth they are trading
closer to 20x forward EV/sales. In CUBE's view this very high. Generally
speaking, CUBE doesn't like to pay over 15x sales for a company. When

you take into account the cash flow burn and slowing revenue growth to
mid 20% range, we think many of these companies are getting stretched

in valuation.



MDB
FUNDAMENTALS

 

If we take the compounded annual growth rate over the last 3 years, AYX
is growing at the fastest pace. MDB is still displaying strong results at

54.3% but as we know from their guidance that will be sliding down to the
25% range in 2020. The extent to which all of these companies will be

impacted by COVID19 is very hard to quantify which is why CUBE is
placing a greater weight on the last 3 years. One thing that's most

impressive to us is that TWLO, being that their revenues are over $1B per
year, is still growing at the second fastest pace vs. TEAM who does about

the same in revenue growing 38.4% over the last 3 years.



MDB
FUNDAMENTALS

 

As we mentioned, gross margin is so key in the SaaS space because it
gives investors an idea of how well the company can generate profits

after their initial and direct costs of their service. AYX boasts some of the
highest gross margins we have ever seen at around 91% while MDB is

towards the middle of the pack in that "good" range we spoke of. While
others have been keeping their margins flat or growing them, MDB has

been contracting which is not something we want to see.



MDB
FUNDAMENTALS

 

As we slide lower down the income statement, we see that EBITDA
(Earnings before interest, taxes, depreciation, and amortization) margins
are not pretty across the industry. These companies are investing heavily
into growth and are not all that focused on profitability. With that being

said, only AYX and TEAM have positive EBITDA margins, while MDB
actually sits at the bottom of the pile with -30.9% EBITDA margins.



MDB
FUNDAMENTALS

 

Last but not least, at the very end of the income statement we have net
income. Only AYX has generated positive net income over the last twelve
months while MDB has lost roughly $175M. This is towards the middle of
the group but we have to keep in mind that TEAM and TWLO also do 3x

the revenue. Investors at this point in time don't seem to care much
about SaaS industry profits but as growth rates begin to fall under 20%,
the Street will begin to demand more on the bottom line. CUBE believes

this change in investor sentiment is still a couple years away.



MDB
FUNDAMENTALS

 

MDB is actually the most bet against on a percentage basis out of the
entire group. Roughly 16% of all outstanding shares are being shorted by

investors who feel MDB doesn't deserve the valuation it is trading at.
TEAM sits at the lowest at 3.0%.

 
There are two different ways of looking at this. Either shorts are onto

something or they are way off and will cause a short squeeze that could
lead to a much higher share price.
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TECH ANALYSIS 

SUMMARY

Looking at the charts, we think MDB has
officially gotten ahead of itself. The stock
was determined to hit its R2 level of
$196.42 and did but quickly pulled back to
close underneath it to close at $193 per
share. 
 
Given the fact that shares are overbought
on the W%R, RSI, and MFI and the stock is
well beyond its upper BB of $186.17, we
believe shares of MDB will pullback in the
near-term.
 
CUBE anticipates a move to the $180-183
area in the near-term to settle within its
Bollinger Band range before deciding if it
wants to try again and break out or simply
break down. There should also be good
support at the R1 level of $179.28. 
 
On the contrary, if MDB breaks and closes
above the R2 level, it will most likely break
$200 with ease. 



BULLISH OR

BEARISH?

VS.

MORE BULLISH
(POSITIVE)

MORE BEARISH
(NEGATIVE)



Overall, CUBE is neutral on MDB. We like the pace at which the

company is growing and that gross margins, despite contracting

over the last couple years, stands healthy at 70%. This is simply a

valuation call as it becomes increasingly difficult to get behind a

26x LTM EV/Sales and forward 20x EV/Sales multiple on a

company that is starting to see revenue growth fall into the 20%

range with negative EBITDA, heavy net losses, and zero cash flow

generation. 

 

CUBE understands very well that the entire SaaS industry is

trading at historic multiples and we have been investors in the

space for a while. We simply feel that MDB does not deserve the

premium to its peers it is garnering when their peers actually have

better underlying fundamentals and seemingly less competition.

 

MDB will also continue to rely on debt and equity to sustain the

business and it would not surprise us to see the company partake

in a secondary offering to capitalize on these elevated prices

during the pandemic. CUBE remains bullish on the entire SaaS but

finds MDB to be one of the lesser attractive names in the bunch.

MDB
CONCLUSION



NOTHING IN THIS DOCUMENT, OR ANY DOCUMENTS FOR THAT
MATTER, SHOULD BE USED OR CONSTRUED AS AN OFFER TO SELL, A

SOLICITATION OF AN OFFER TO BUY, OR A RECOMMENDATION FOR ANY
SECURITY. NOR IS IT INTENDED AS INVESTMENT, TAX, FINANCIAL OR

LEGAL ADVICE. INVESTORS SHOULD SEEK SUCH PROFESSIONAL ADVICE
FOR THEIR PARTICULAR SITUATION. CUBE DOES NOT MAKE ANY

GUARANTEE OR OTHER PROMISE AS TO ANY RESULTS THAT MAY BE
OBTAINED FROM USING OUR CONTENT. NO ONE SHOULD MAKE ANY

INVESTMENT DECISION WITHOUT FIRST CONSULTING HIS OR HER OWN
FINANCIAL ADVISOR AND CONDUCTING HIS OR HER OWN RESEARCH
AND DUE DILIGENCE. TO THE MAXIMUM EXTENT PERMITTED BY LAW,

CUBE DISCLAIMS ANY AND ALL LIABILITY IN THE EVENT ANY
INFORMATION, COMMENTARY, ANALYSIS, OPINIONS, ADVICE AND/OR

RECOMMENDATIONS PROVE TO BE INACCURATE, INCOMPLETE OR
UNRELIABLE, OR RESULT IN ANY INVESTMENT OR OTHER LOSSES.

CONTENT CONTAINED ON OR MADE AVAILABLE IS NOT INTENDED TO
AND DOES NOT CONSTITUTE LEGAL ADVICE OR INVESTMENT ADVICE
AND NO ATTORNEY-CLIENT RELATIONSHIP IS FORMED. YOUR USE OF

THE INFORMATION IS AT YOUR OWN RISK. THIS CONTENT IS
CONFIDENTIAL AND MUST NOT BE DISTRIBUTED

DISCLAIMER


