
Salesforce (CRM)

Mispriced Growth: Data + AI 

Redefine Salesforce’s Next Curve

Firm Description: Founded in 1999 and headquartered in 

San Francisco, California, Salesforce, Inc. (NYSE: CRM) is 
the global leader in customer relationship management (CRM) 

software. The company provides a comprehensive cloud-

based platform that enables organizations to manage sales, 
marketing, service, data, and analytics within a unified digital 

ecosystem. Salesforce operates through five primary 
segments — Sales Cloud, Service Cloud, Marketing & 

Commerce, Platform & Other (including Slack and MuleSoft), 

and Data Cloud — with subscription and support services 
accounting for over 95% of total revenue.

Investment Thesis: Salesforce (CRM) is positioned to enter 

its next growth phase driven by the integration of Data Cloud 
and Agentforce, which together create a scalable foundation 

for AI-enabled enterprise automation. These platforms are 

expected to form Salesforce’s second growth curve, 
reaccelerating revenue growth to 10%+ as AI adoption 

broadens across its customer base. The acquisition of 
Informatica strengthens Salesforce’s data management and 

governance capabilities, reinforcing the company’s position 

as a leading data and AI platform. Combined with steady 
margin expansion and strong free cash flow generation, 

Salesforce is transitioning from a traditional SaaS leader into 
an AI-powered enterprise ecosystem. We recommend a BUY 

rating, reflecting confidence in Salesforce’s ability to 

monetize AI adoption and sustain long-term profitable growth.

Potential Risks: Salesforce faces several near-term 

challenges, including potential execution delays in scaling 
Data Cloud and Agentforce, cautious enterprise IT spending 

amid macro uncertainty, and intensifying competition from 

platforms such as Microsoft Dynamics 365 and ServiceNow. 
In addition, integration risks from the planned Informatica 

acquisition could limit expected data synergy benefits and 
weigh on short-term operating efficiency.
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Salesforce (CRM)

Stock Rating:               BUY

Current Price: $243.23

Target Price: $296.45
Implied Return: 21.88%

Trading Measures

Market Cap:                        228.37B
Diluted Shares Outstanding:   962M
Dividend Yield:                      0.69%

Industry:                            Info Tech
Beta:                                       1.173

Firm Measures

Latest Revenue:        37.9B

Revenue Growth:     8.79%
P/E Ratio:                  34.86

52-week high:        $369.00

52-week low:         $226.48

Expected EPS

2026E:                  14.38

2027E:                  16.66
2028E:                  20.22

This report is prepared solely for 
academic and educational purposes. 
The analysis, opinions, and 
projections contained herein are 
based on publicly available 
information believed to be reliable, but 
no representation or warranty, express 
or implied, is made as to their 
accuracy or completeness. This report 
does not constitute investment advice 
or a recommendation to buy or sell 
any securities. All opinions are subject 
to change without notice.
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Company Overview

Business Segments: 

Subscription and Support, which represented approximately 95% of total revenue in FY25, 
remains the company’s core business and the main driver of profitability. Salesforce reports 

five major sub-segments under this category: 

 Sales Cloud — Salesforce’s original and most established product, providing lead 
management, opportunity tracking, and forecasting tools that help businesses 

enhance sales efficiency.
Service Cloud — Supports customer service operations and omnichannel case 

management, enabling faster response times and higher customer satisfaction.

Platform & Other — Encompasses core platform services along with Slack and 
MuleSoft, allowing users to build custom applications and connect third-party systems 

to Salesforce’s ecosystem.
Marketing & Commerce Cloud — Delivers personalized campaign management 

and digital commerce solutions, increasingly enhanced by AI-driven automation and 

targeting.
Integration & Analytics (Data Cloud) — Serves as the backbone of Salesforce’s 

long-term AI strategy by unifying structured and unstructured customer data to enable 
real-time insights and generative AI applications through Einstein 1 and Agentforce.

Professional Services and Other, accounting for the remaining ~5% of revenue, includes 

consulting, implementation, and training services that support product deployment. While 
smaller in scale, this segment reinforces customer adoption and retention across Salesforce’s 

cloud ecosystem.

Sustained Competitive Advantages:

Integrated Data Architecture – The Structural Moat:

Salesforce’s primary competitive advantage lies in its unified Customer 360 and Data Cloud 

architecture, which serves as the central nervous system of enterprise customer data. Unlike 
traditional CRM systems that operate as isolated modules, Salesforce enables seamless data 

flow across Sales, Service, Marketing, and Analytics functions, creating a single source of truth 
for customer information. This integration allows enterprises to operationalize insights across the 

organization and embed AI functionality directly into workflows through Einstein 1 and Agentforce. 

Competitors such as Microsoft Dynamics or Oracle CX offer CRM solutions within broader ERP 
ecosystems, but few can replicate Salesforce’s end-to-end data unification and real-time AI 

activation capabilities. 
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Deep Enterprise Stickiness – The Relationship Moat:

Salesforce enjoys exceptionally high customer retention, underpinned 
by deep process integration and high switching costs. Once 

organizations embed Salesforce into their core business operations—

customizing workflows, automations, and data models—the technical 
and financial barriers to migration become substantial. Large 

enterprises often build thousands of custom applications and 
connectors within the Salesforce ecosystem, making replacement not 

only costly but also operationally disruptive. This entrenched 

integration ensures that Salesforce remains a mission-critical 
component of enterprise infrastructure, driving long-term recurring 

revenue stability. 

Company Overview Cont.

Ecosystem Scale and Network Effects – The Platform Moat:

Beyond its core software, Salesforce has built a robust ecosystem 
economy through its AppExchange marketplace and extensive 

network of implementation partners such as Accenture, Deloitte, 

and PwC. These partners extend Salesforce’s reach and create a 
virtuous cycle of adoption: as more developers and integrators 

build on the platform, customers gain access to a broader range of 
tailored solutions, which in turn strengthens Salesforce’s platform 

value. This ecosystem model reinforces network effects that are 

difficult to replicate, positioning Salesforce not merely as a CRM 
provider but as a foundational enterprise platform for digital 

transformation. 

Market Share:

Salesforce remains the global leader in 
the Customer Relationship Management 

(CRM) software market, maintaining an 

estimated 21–22% share in 2024. The 
company has held this top position for 

over a decade, outpacing peers such as 
Microsoft Dynamics, Oracle CX, and 

SAP through its deep enterprise 

integration and product diversification. 
Salesforce’s unified Customer 360 

platform, which connects sales, service, 
marketing, and analytics, has been a key 

differentiator in sustaining its market 

dominance and customer retention 
advantage.
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Company Overview Cont.

Addressable Market：
Salesforce’s total addressable market (TAM) has expanded significantly beyond its traditional 
CRM roots. Management estimates the company’s potential market opportunity to have grown 

from several hundred billion dollars to a multi-trillion-dollar scale, fueled by the integration of AI 

and digital labor platforms. During its FY25 Investor Day, the company projected that global 
spending on AI platforms and applications will exceed $600 billion over the next few years, while 

the broader digital labor economy could reach $13 trillion. These trends position Salesforce to 
capture substantial growth through its Data Cloud and Agentforce solutions.

Growth Drivers：
AI Monetization: The company continues to embed generative AI capabilities across its platform, 
leveraging the Data Cloud as the foundation for building Agentforce and other automated 

engagement tools. This integration enhances customer productivity and creates new monetization 

opportunities through AI-powered workflows.

International Expansion: Adoption 

outside North America—particularly 
across Europe and the Asia-Pacific 

region—continues to accelerate, 

supported by Salesforce’s expanding 
go-to-market infrastructure and 

partnerships with global system 
integrators. International markets 

now account for roughly one-third of 

total revenue, growing faster than the 
Americas.

Operational Efficiency: Sustained 
improvements in operating margin 

provide the financial capacity to 
reinvest in AI, ecosystem 

partnerships, and geographic 

expansion, reinforcing long-term 
scalability and shareholder returns.
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Company Overview Cont.
Stock Price Influences：
Salesforce’s valuation has undergone a correction over the past year as investors recalibrated 
expectations around the company’s ability to monetize AI initiatives. Following the early-2024 AI-

driven re-rating across software peers, Salesforce was perceived as a relative laggard, with 

slower near-term revenue realization from its Data Cloud and Agentforce platforms. This 
skepticism led to multiple compression despite sustained profitability and disciplined cost 

management.

In recent months, however, signs of AI adoption and commercialization have become increasingly 

tangible. The company’s latest Dreamforce conference and Investor Day presentations 
highlighted accelerating customer interest in Data Cloud integration and early use cases of 

Agentforce, positioning Salesforce to capture incremental growth as enterprises operationalize 
generative AI within their CRM systems. These developments, coupled with rising RPO and 

improving demand from international markets, have partially restored investor confidence and 

could serve as a re-rating catalyst as financial impacts become more visible in FY2026–FY2027.

Investment Thesis

Fundamental Drivers

AI and Data Cloud Integration as the Core 

Growth Engine

Salesforce’s long-term growth is increasingly driven 

by the integration of AI and data capabilities across 
its product suite. The company’s Data Cloud has 

become the architectural foundation for all AI-
enabled automation and personalization initiatives, 

providing unified, real-time customer data for its 

Einstein 1 Platform and Agentforce offerings. 
Management highlighted that Data Cloud’s 

annualized revenue run-rate surpassed $2.5 billion 
in FY26 Q2, reflecting strong adoption momentum. 

This integration of data and intelligence is reshaping 

Salesforce from a traditional CRM provider into an 
AI-native customer platform, positioning the firm to 

benefit from the next phase of enterprise software 
digitization.
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Investment Thesis Cont.
Ecosystem Expansion and Platform Stickiness

Salesforce continues to extend its global footprint through deeper partnerships with system 
integrators (e.g., Accenture, Deloitte, PwC) and an expanding AppExchange marketplace. These 

alliances have accelerated adoption across both enterprise and mid-market customers, 

particularly in EMEA and APAC, where double-digit growth outpaced North America. At the same 
time, the company’s unified platform strategy—anchored by the Einstein 1 Platform—enhances 

customer stickiness and cross-sell potential by consolidating Sales, Service, Marketing, and 
Commerce functions within a single data model. The result is a durable ecosystem that reinforces 

renewal rates and underpins long-term subscription growth. 

Margin Expansion and Operational Discipline 

Following the company’s “Profitable Growth” initiative, Salesforce has demonstrated consistent 
operating leverage and margin expansion. Non-GAAP operating margin exceeded 30% through 

FY26 Q2, driven by disciplined expense management, optimized go-to-market efficiency, and 

improved cloud infrastructure utilization. The firm continues to deliver robust free-cash-flow 
margins above 30%, reflecting healthy recurring revenue streams and strong cost control. This 

financial resilience provides flexibility for reinvestment in innovation and inorganic opportunities 
such as potential data-infrastructure acquisitions.  

Macro - Economic Factors

Interest Rate

The macroeconomic environment is entering a transition phase from a prolonged high-rate 
regime toward an early easing cycle, which holds significant implications for SaaS and other 

long-duration cash flow businesses. Over the past two years, elevated interest rates have 

weighed on valuation multiples across the software sector, as investors discounted long-term 
earnings more heavily. With policy rates now moving into a gradual downtrend, the outlook 

for multiple expansion is improving, particularly for companies like Salesforce whose intrinsic 
value is largely tied to terminal growth and recurring free cash flow generation. The easing 

rate environment also reduces capital costs and improves enterprise spending confidence, 

which collectively support sector re-rating potential.
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Investment Thesis Cont.

Business IT Spending

On the demand side, global IT spending remains healthy but increasingly selective. Recent 
industry surveys indicate that CIOs are maintaining full-year technology budgets, yet many 

continue to defer new transformational projects amid macro uncertainty. This cautious 

posture reflects a shift from broad expansion to strategic prioritization, with investments 
concentrated in high-return areas such as AI integration, automation, and data-driven 

customer engagement. For Salesforce, this disciplined spending trend is favorable, as the 
company’s platform directly aligns with enterprise priorities in efficiency, customer experience, 

and AI-enabled productivity gains.

Financials

Peer Selection Rationale
The peer group comprises large-cap enterprise software firms with subscription-driven 
revenue models, high gross margins, and strong recurring revenue visibility. Adobe, 
ServiceNow, and Workday operate in adjacent enterprise verticals with overlapping product 
functionalities—digital experience, workflow automation, and enterprise management—
offering meaningful comparability in growth and profitability profiles. Microsoft is included 
as a benchmark reference, reflecting its scale, profitability, and leadership within the 
broader enterprise software ecosystem.

Benchmark Reference:Peer Groups:
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Investment Thesis Cont.
Financial Overview compared to Peers
In comparison with leading enterprise software peers, Salesforce demonstrates resilient profitability 
and improving operating leverage despite a temporary moderation in topline growth. While revenue 
expansion decelerated to roughly 9% in FY2024–FY2025—below the double-digit trajectory of 
ServiceNow and Workday—the company is entering a transition phase that balances growth and 
efficiency. Benefiting from disciplined cost management and scale efficiencies from its expanding 
Data Cloud and AI platform, Salesforce’s FY2025 gross margin is projected at approximately 77%, in 
line with large-cap SaaS peers, while its operating margin is expected to reach 20%, outperforming 
most software platforms except Adobe and Microsoft. This margin improvement underscores 
enhanced scalability and cash flow conversion as Salesforce shifts toward a more mature, high-
margin operating model. Looking ahead, the integration of generative AI and data-driven applications 
is expected to reignite double-digit revenue growth, reinforcing Salesforce’s positioning as a high-
profit, platform-centric SaaS leader within the enterprise software landscape.

Debt and Financial Leverage
Salesforce maintains a conservative balance sheet with net cash of ~$3B and minimal leverage. 
As of FY2025, the company held $12.5B in cash and marketable securities against $9.4B of total 
debt, primarily senior unsecured notes maturing through 2033. Interest burden remains light at 
$0.4B, with ≈18× interest coverage, indicating excellent solvency even under higher-rate 
conditions. Backed by investment-grade ratings (A2 / A+) and >$10B in annual free cash flow, 
Salesforce’s strong liquidity and recurring cash generation provide flexibility for share 
repurchases, M&A, and reinvestment in AI and Data Cloud without material refinancing risk.
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Investment Thesis Cont.
Income Statement Projection

I project Salesforce’s revenue to grow from $37.9B in FY2025 to $49.3B by FY2028, reflecting a 
CAGR of roughly 9%. Growth will be driven by continued adoption of the Data Cloud platform and 

incremental AI monetization, with gross margins expanding as higher-margin subscription revenue 

outpaces services. I expect operating income to nearly double during this period, supported by 
disciplined cost management and increased automation efficiency.

My EPS forecasts are notably above Street consensus—$14.38 vs. $11.37 in FY2026—reflecting 

my more optimistic view on operating leverage and cost rationalization post-restructuring. While 

consensus implies a slower recovery trajectory, I anticipate stronger margin momentum as 
Salesforce transitions toward a unified data and AI architecture. This structural efficiency should 

translate into sustained double-digit EPS growth beyond FY2026.

Valuation and Price Target

Valuation Multiples compared to peers

From a multiples perspective, Salesforce trades at a discount to peers such as Adobe, 
ServiceNow, and Workday on forward EV/EBIT and EV/FCF metrics, despite delivering 

comparable revenue growth and stronger margin expansion. I view this valuation gap as 

unjustified given the company’s improving profitability trajectory and robust free cash flow 
generation.
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Investment Thesis Cont.
Valuation Multiples compared to history:

On an absolute basis, Salesforce also appears undervalued relative to its own long-term trading 
history. The current discount suggests that the market is assigning limited credit to Salesforce’s 

improved profitability and durable free cash flow profile. In my view, this compression in valuation 

multiples reflects temporary sentiment weakness rather than structural deterioration. As 
operating margins continue to expand and AI-driven revenue growth becomes more visible, I 

expect Salesforce’s trading multiples to re-rate toward historical averages, supporting a 
meaningful upside to the current share price.

DCF Analysis

SIM Equity Research Report 

Created on Nov 10,2025



Investment Thesis Cont.

DCF Analysis Explanation

In my discounted cash flow model, I project Salesforce’s free cash flow to grow from 

$12.8B in FY2026 to $20.8B by FY2032, driven by steady mid-single-digit top-line 
growth and continued operating margin expansion. My base case assumes a revenue 

CAGR of ~9% from FY2025–FY2028 and operating margins improving from 27% to 

31% as the company benefits from cost discipline, automation, and Data Cloud 
scalability.

For the discount rate, I apply a 10.0% WACC, derived from benchmarking 

Salesforce’s implied P/E multiple against the S&P 500. Given Salesforce’s structurally 

higher growth potential but also greater business volatility relative to the market, I 
believe this rate appropriately reflects its above-market risk profile while maintaining a 

reasonable equity risk premium. I pair this with a 5.5% terminal FCF growth rate, 
which aligns with Salesforce’s long-term sustainable growth potential as a scaled AI-

native software platform. If the discount rate were based solely on Salesforce’s implied 

P/E rather than its relative risk premium to the index, the appropriate WACC would 
likely be somewhat lower, further increasing the model-implied upside.

Under these assumptions, my DCF yields an implied equity value of $296 per share, 

representing approximately 21.2% upside to the current price of $244.50. The terminal 

value contributes about 60% of the total equity valuation, indicating a healthy balance 
between near-term cash flow visibility and long-term growth expectations.

DCF Sensitivity Analysis

A two-variable sensitivity 

analysis was conducted to 
evaluate the valuation impact 

of changes in the discount rate 

(WACC) and terminal growth 
rate. 

Under the base case assumption of 10.0% WACC and 5.5% terminal growth, Salesforce’s 

intrinsic equity value per share is $296.05.The model suggests a valuation range of $165–
$426 per share, reflecting the high sensitivity of Salesforce’s long-duration cash flows to 

terminal assumptions.The base case ($296/share) implies roughly 19% upside from the 

current market price ($239.9).Even under conservative assumptions (11% WACC, 5% 
growth), Salesforce remains fairly valued near $200/share, underscoring its strong 

downside protection given robust free cash flow and net cash position.
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Risks to Recommendation
Although I view Salesforce as fundamentally undervalued, several key risks could limit the 
realization of my upside case or lead to valuation volatility in the near term.

1. Slower-than-expected Data Cloud and AI monetization
Salesforce’s growth thesis increasingly depends on the successful scaling of Data Cloud 
and AI-driven solutions such as Einstein Copilot. Should enterprise clients delay adoption 
due to integration complexity, data security concerns, or uncertain ROI, revenue growth 
and operating leverage could fall short of expectations. A slower monetization curve would 
particularly impact subscription revenue growth in FY2026–FY2028.

2. Competitive intensity in enterprise software
Salesforce faces aggressive competition from Microsoft (Dynamics, Azure AI), 
ServiceNow (workflow automation), and Adobe (Experience Cloud), all of which are 
expanding into overlapping product areas. Heightened competition may pressure pricing, 
increase customer acquisition costs, or reduce renewal rates. Moreover, as AI-native 
challengers emerge, Salesforce may need to accelerate R&D and sales investments, 
offsetting planned margin expansion.

3. Management tone and investor expectations
While management’s commentary has turned increasingly optimistic—emphasizing 
sustained double-digit growth and rapid AI monetization—overly positive guidance poses a 
credibility risk if results fail to meet elevated expectations. Any shortfall relative to this 
bullish narrative could trigger a negative sentiment reset, especially given Salesforce’s 
premium positioning within the enterprise software sector.

4. Execution and integration risk
Ongoing cost restructuring, product consolidation, and acquisitions (e.g., Slack, Tableau, 
MuleSoft) require strong execution discipline. Integration missteps, cultural frictions, or 
delays in product synergies could weaken Salesforce’s ability to achieve its targeted 
efficiency and growth targets. Additionally, continued leadership turnover or strategic 
realignment could disrupt the company’s focus on its core growth engines.

5. Macroeconomic and IT spending environment
A prolonged high-interest-rate environment or slower enterprise IT budget recovery could 
constrain new bookings and renewal activity, particularly in cyclical verticals like financial 
services and manufacturing. Currency headwinds could further affect reported revenue, as 
approximately 30% of Salesforce’s revenue is generated outside the Americas.

6. Regulatory, data privacy, and AI governance risk
As Salesforce expands its data and AI offerings, regulatory scrutiny over data residency, AI 
bias, and privacy compliance could intensify. Any change in global or regional data 
policies—especially within the EU or APAC—could raise compliance costs and slow new 
deployments.

7. Valuation sensitivity and multiple compression
Although I consider Salesforce undervalued, high-growth software valuations remain 
sensitive to changes in interest rates and equity risk premiums. A market-wide multiple 
contraction, particularly within the SaaS cohort, could limit share price upside even if 
fundamentals remain intact.
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Conclusion

I assign a BUY rating on Salesforce (CRM) with a 12-month target price 
of $296, implying approximately 20% upside from the current level. 
Both my DCF and relative valuation analyses indicate that the stock 
remains materially undervalued, as the market underestimates 
Salesforce’s improving fundamentals and cyclical recovery potential.

My investment view is anchored on three key points:
• Underappreciated AI-driven growth acceleration: The market 

continues to discount Salesforce’s ability to translate its AI and 
Data Cloud initiatives into sustainable revenue growth. I expect 
these segments to become meaningful growth engines from 
FY2026 onward, supporting a re-acceleration of subscription 
revenue.

• Overly pessimistic sentiment following recent execution challenges: 
Investor confidence has remained subdued since the company’s 
FY22–FY23 performance shortfalls. I believe current valuation 
multiples reflect excessive skepticism relative to Salesforce’s 
normalized growth and profitability trajectory.

• Supportive macro tailwinds amid an easing rate cycle: As global 
monetary conditions gradually loosen and corporate IT budgets 
recover, demand for enterprise software is likely to strengthen. 
Salesforce, with its broad product portfolio and subscription-based 
model, is well positioned to capture this rebound.

While risks remain—particularly around execution, competitive 
dynamics, and management’s optimistic tone—the company’s solid 
balance sheet, strong free cash flow generation, and visible margin 
improvement provide a favorable risk-reward setup. Overall, I view 
CRM’s current valuation as an attractive entry point ahead of a 
potential multiple re-rating cycle over the next 12–18 months.
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