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Adobe is a leading multimedia software company which provides products, services, and 
software. Which is mainly through a software-as-a-service (SaaS) models. Adobe makes most of its 
revenue by providing subscriptions through their products which consist of digital media, digital 
experiences, and publishing and advertising. Adobes subscription model is very successful and has 
helped them stay very dominant in the software market. Adobe also benefits from their switching costs as 
they are essentially a monopoly in the creative software market. And a Network effect in the company’s 
digital media products, as the education system for creative minds use adobe digital media products. This 
company is about 6% of our holding. We bought it in 2022 at 260 shares at a cost basis of around $424, 
and currently trading at around $466 a share. 

 
Recent News is Adobe announced an artificial intelligence (AI) assistant for Acrobat on Monday. 

Acrobat AI Assistant summarizes and answers questions about documents, provides intelligent citations 
and quickly generates and formats content for sharing," Adobe said in a release. The AI assistant will be 
available through an add-on subscription which starts at $4.99 per month.Adobe’s revenue for Q1 
revenue grew 11% year-over-year growth and is roughly at $5.18 Bn. GAAP earnings per share came in 
lower due to the termination of Figma transaction. GAAP EPS at $1.36, and non-GAAP EPS at $4.48. 
Taking out the termination, cash flows from operations would have been $1 billion more, and GAAP EPS 
would have been $2.19 higher. 
 

Moving on to KPIs we will look at the different segments of adobe starting with Digital Media with 
revenues of $3.82 Bn at 12% (yoy) growth.  Digital Media ARR revenues of $15.76 Bn up 14% (yoy) 
growth. Document Cloud revenues of $750 Mn at 18% (yoy) growth. Creative revenue of $3.07 Bn up 
11% (yoy) growth. Digital experience revenue of $1.29 Bn with 10% (yoy) growth, and Digital experience 
subscription revenue of $1.16 Bn growing 12% (yoy). Additionally Adobe bought back 3.1 million shares 
during the quarter. 
 

Adobe's guidance for the second quarter raised concerns, as the company did not reiterate its 
full-year outlook for net new annual recurring revenue (ARR) of $1.9 billion, which it had previously felt 
confident about. The Q2 guidance for digital media net new ARR of $440 million was only slightly higher 
than Q1's $432 million, implying a more back-end-loaded year. Management's explanations around 
pricing tailwinds, new product launches, and AI adoption driving the second-half ramp-up were 
convoluted, adding to the confusion. However, Morningstar believes Adobe's strong track record, 
upcoming product releases, robust subscriber growth, AI momentum, and recent pricing actions support 
the company's ability to deliver on its second-half outlook, despite the near-term cloudiness. The firm 
maintained its $610 fair value estimate, viewing the stock selloff as a temporary dislocation given Adobe's 
wide economic moat and long-term growth prospects. 

 
To note as well, Adobe shares dropped in after-hours trading Thursday as the company reported 

first-quarter earnings surpassing analyst estimates, but issued soft guidance for the second quarter. The 
company's revenue for the first fiscal quarter of 2024 at $5.18 billion hit a record high that beat estimates, 
while net income and diluted earnings per share came in at $2.05 billion and $4.48, respectively, also 
above projections. However, Adobe issued a weak outlook for second quarter, guiding for revenue 
between $5.25 billion and $5.3 billion, while analysts anticipated $5.3 billion. The company did not include 
guidance for the full year, as it did in the first quarter of 2023. Adobe also announced a $25 billion 
buyback program. 

 
My recommendation is to hold and see how this company performs in future quarters. 
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Valuation 
Valuation table, value bands, discounted cash flow, any detail that helps frame the valuation, etc. 
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