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Company Overview

• Ticker: ORCL

• Industry: Enterprise Software/Computer Hardware

• Current CEOs: Mark Hurd & Safra Catz

• Trades on NYSE

• Market Cap: $185.54 Billion



History

• 1977 – Software Engineers created a consulting company known as Software Development 

Laboratories (SDL)

• 1979–Entered commercial market by the release of its relational database product (Oracle)

• 1982 – Name changed to Oracle Corp.

• 1983 – Runs on Mainframes & PCs also

• 1985 – Oracle Version 5- one of the first RDBMSs to operate in client/server mode

• 1987 – Created Application Division 

• 1990 – Delivered 1st client/server package applications



History (continued)

• 1992 – More access, compatibility, & scalability than ever before

• 1996 – World’s 1st universal server

• 2000 – Creates the industry’s first integrated applications suite (E-Business Suite)

• 2005 – Acquired PeopleSoft

• 2007 – 30 Years Later $18 billion company, 65k employees, and 275k customers in 145 

countries

• 2010 – Acquired Sun Microsystems



Recent Acquisitions

• A successful method to R&D with low risks

• MICROS (June 2014) 

• BlueKai (February 2014)

• Bitzer Mobile (November 2013)

• Acme Packet (February 2013)



Business Description

• We are the world’s largest provider of 
enterprise software and a leading provider of 
computer hardware products and services 
that are engineered to work together in the 
cloud and in the data center.

Oracle Management, Form 10-K



What they do…

• Worlds largest enterprise software provider

• Provide IT hardware

• Integrated business database systems and 

solutions



How they do it well

• Oracle works best with Oracle

• But, still plays well with others

• Ready to use hardware

• Setup with the most efficient software 

• Systems scaled to handle varying data
– Manhandling “Big” Data

• Provide services to maintain system





Business Segments

• Software and Cloud

• Hardware

– Data storage

• Services



Software and Cloud Business

• Software and cloud software subscriptions

• Cloud infrastructure-as-a-service

• Software updates and product support



Hardware Business

• Hardware systems products 

• Hardware systems support components
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Manufacturing

• Internal
– Final Assembly

– Quality control and product testing

– Distribution

• External
– All hardware products

– Hardware related components

Fully packaged= “Built to Order”



Services Business

• Technology Consulting

• Technology Education 

• Product specific support



Revenue Breakdown
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Operating Profit Margin
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Operating Profit Margin
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Tech Industry



Customers



Business Risks

• Failure to capitalize on cloud computing

• Low cost of software startup

• Failure to adapt



Protective Moat

• Economies of Scale

– “Legacy” customers

• Breadth of Products and Services

• High Switching Cost

• Sticky Business



Competitors



Interpretation of Financial 
Statements



Buffettology



Gross Profit Margin

Gross Profit Margin as % =Gross Profit($)
Revenue ($)



Net Profit Margin

Net Profit Margin as % =Net Profit($)
Revenue ($)



Return on Equity

Return on Equity as % =Net Profit($)
Total Equity ($)



Return on Capital

Return on Capital as % =Net Profit($)
Total Equity + Long Term Debt ($)



Shares Outstanding

Millions of Shares



Earnings Per Share

Earnings Per Share=Net Profit($)
Total Shares Outstanding



Qualitative Review



DuPont Analysis: Competition

Company
Total Asset Turnover 

(Revenue/Total Assets)

Net Profit Margin
(Net Income/Revenue)

Financial Leverage
Multiplier 

(Total Assets/Total Equity)

Return on 
Equity

Oracle .386 .284 2.106 23.12%

Microsoft .539 .234 1.882 23.74%

IBM .790 .165 5.538 72.19%

Intel .607 .194 1.616 19.03%

Amazon 2.109 -.003 3.911 -2.47%



DuPont Analysis: Comparative

Oracle
Total Asset Turnover 

(Revenue/Total Assets)

Net Profit Margin
(Net Income/Revenue)

Financial Leverage Multiplier 
(Total Assets/Total Equity)

Return
on Equity

TTM .386 .284 2.106 23.12%

2014 .424 .286 1.927 23.37%

2013 .454 .294 1.832 24.47%

2012 .474 .269 1.793 22.85%



Industry Comparison



Conscious Investor: 3-Year Default





CI: 6-year Default





CI: 10-year Default





CI: Kill It



CI: Kill It Again



Discounted Cash Flow: 10-year 
Revenue Growth



DCF: 5-year EBITDA Growth



DCF: Break Even



Morningstar Debt Analysis



Morningstar (continued)



Intra-Portfolio Valuations



Price/Earnings



Price/Sales



Price/Free Cash Flow



Price/Book



Value Bands















Valuation Summary



Conclusion

• Sticky business

• Continued innovation and expansion

• Low valuations



Recommendation

• Limit order at $41



Questions


