
 

Overview 
 Adobe is the dominant player in digital media and creative software, with industry-

leading products like Photoshop, Illustrator, Premiere Pro, and Acrobat, serving 
millions of users worldwide. 

 Adobe’s transition to a cloud-based, recurring revenue model through Creative 
Cloud and Document Cloud has driven consistent revenue growth, high margins, 
and strong customer retention.  

 Adobe generates strong free cash flow, reaching $9.19 billion in the latest period, 
enabling substantial stock repurchases and reinforcing its commitment to 
shareholder value. 

 
Results 

 Adobe’s Q1 2025 revenue reached $5.6 billion, surpassing estimates of $5.5 
billion, driven by strong Creative Cloud ($2.9B) and Document Cloud ($800M) 
performance. 

 EPS for the quarter was $3.02, beating the expected $2.90, supported by 41% 
operating margins and cost efficiency 

 Adobe’s growth was fueled by AI tools like Firefly, driving a 20% YoY increase in 
subscription revenue, which now makes up 85% of total revenue. 

 
Key Performance Indicators 

 Total Subscription Revenue up 20% YoY 
 Creative Cloud Revenue up 10% YoY 
 AI Tool Adoption (e.g., Adobe Firefly) Increased by 30% 

 
Guidance 

 Revenue growth is expected to remain strong, with a projected increase of 15-18% 
YoY, driven by continued adoption of AI-powered tools and subscription model 
expansion. 

 Operating margins are expected to remain around 41%, supported by ongoing cost 
efficiency measures and robust demand in Creative Cloud and Document Cloud. 

 Adobe plans to repurchase approximately $2 billion worth of shares over the next 
quarter, while continuing to invest in AI and cloud-based services. 
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 Adobe's ROE has shown strong growth over the years, increasing from 9% in 2015 
to 47% in the most recent TTM period, indicating a solid return on equity and 
efficient capital allocation. 

 Adobe consistently surpasses the Gross Margin, Operating Margin, and Net 
Margin thresholds, with a Gross Margin of 89%, Operating Margin of 36%, and Net 
Margin of 31% in the latest period, reflecting strong profitability. 

 Adobe's EBITDA has shown consistent growth, increasing from $1.28 billion in 
2015 to $9.35 billion in the latest period, reflecting strong operational efficiency 
and profitability expansion. 
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Valuation 
Value Bands: 
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Valuation: 
 

 

                                                                                                                                                                       
 

 
 

 
Bear Base Bull 

Net Margin Growth 3% 5% 7% 

Revenue Growth 8% 10% 12% 

Share Buybacks 2% 3% 4% 

EPS Growth Rate 13% 18% 23% 
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Adobe Inc is currently undervalued and seems like a good buying opportunity with the stock price 
decreasing significantly, however, currently there is skepticism regarding the company's ability to 
effectively capitalize on AI-driven growth opportunities. My recommendation is to hold the company for 
the time being, but to keep an eye on it and do further research. 


