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Avid is becoming a cashflow machine

We consider free cash flow (FCF) to be a strong 
indicator of the economic strength of a company. 
The investor Nick Sleep1, as a young analyst, once 
interviewed a senior CFO. The nervous Sleep 
stumbled, and the CFO finally said “at the end of 
the day son, it’s all cash in and cash out. That’s the 
bottom line”. 

Avid is becoming a FCF machine. This represents 
managment’s business plan coming to fruition, 
largely due to the high FCF nature of Avid’s SaaS 
business, but also due to cost reductions and 
improving gross margins. Avid is targeting US$3.75 
of FCF per share by 2025E. This implies Avid today 
is trading at a FCF multiple of <8x 2025F, implying a 
20% growth rate in FCF over the next 3 years. 

We see this FCF as representive of the enormous 
pricing power of Avid’s business that was previously 
latent; Avid estimates the value of a subscription 
over a customer’s lifetime is 3x the value of a 
historical contract maintenance agreement. The 
increased FCF has allowed Avid to pay down its 
previously substantial debt load and reduce its 
net leverage. Avid previously traded for US$10 per 
share, but its debt levels made it unattractive. Now 
its debt levels are greatly reduced and its increased 
FCF is proof of concept: SaaS works. 

1	

Source: Avid Quarterly Reports

Source: Avid Quarterly Reports

Nick Sleep, alongside Qis Zakaria, was one of the principals of the Nomad Investment Partnership, which had an annualised return of 18.4% over 12 years. 



What we really look for in a company is a secret. We don’t mean something hidden or deeply obscured. Quite often the 
opposite is true: often the secret is in plain sight. A company with a secret is a company which has worked out how to do 
something that others cannot and this secret guides its entire idealogy. For instance, Airbnb (another Elevation Capital 
Global Shares Fund holding) realised that a simple interface to connect people who want to rent a space to people who 
have a space they want to rent is a superior method to the usual palavar of booking a hotel. This is a very simple insight, 
and it is hardly original. Airbnb’s secret is sticking to it. Fundamentally, Airbnb solves a problem. Other companies do a 
similar thing: Autodesk solves the problem of computer aided design in the most elegant way possible; it is now standard at 
architechure practices and very much embedded within the practice. This is the second secret, which also guides Avid. It has 
created a suite of products which are so embeded and standard within the movie and music industries that it is practically 
a prerequisite to use them.

Avid projects US $375 million in subscription revenue by 2025; this implies around one million subscribers. Avid’s total user 
base is around one million users -- so it is mostly a case of converting existing users to SaaS. For this reason we consider 
Avid’s guidance to be a touch conservative. We think this because there is a clear case to be made that a SaaS promotes more 
rapid growth, as seen from industry leaders like Adobe and Autodesk.

Avid trades at signficiantly lower multiples to Adobe and Autodesk. If the company were to be valued at less than half of 
Autodesk, the resulting value per share of Avid is more than twice the current share price; this reflects Avid continuing to 
implement its strategy of SaaS and user-expansion.

We also note, as we did at the start of this report, that Avid is significantly smaller in market capitalisation to Adobe or other 
SaaS peers. We think this may present an opportunity for a larger company to aquire Avid at a premium; certainly if we were 
in the business of aquiring whole companies we would happily be buying the entirety of Avid; we imagine it may well have 
many suitors at the door. We have compared Avid’s potential value at a 50% discount to its most affordable comparable: 
Autodesk. In comparison to its peers, even valued at a significant discount, Avid looks to be good value. 
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Valuation

Avid value per share based on the TEV (Total Enterprise Value)/Revenue multiples of its peers; 
we have calculated the fair value based on a multiple of 7.5x (less than half of Autodesk’s) 
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Conclusion
Often the best investment ideas are simple and boring. Avid is no different; we echo our reasons for buying Squarespace -- Avid is 
for professional media production as what Autodesk is to architecture; as what Squarespace is to websites; and, what Adobe is to 
graphic design. SaaS is a model which consistently generates a higher, more predictable royalty. And to boot -- every production, 
television show, movie or hit album release effectively pays a royalty to Avid. What we like most of all is Avid’s dominance in an 
area which continues to attract large sums of investment. This, we think, is a potentially winning formula for investors, including 
the Elevation Capital Global Shares Fund which has an investment in Avid for its investors.

Any data not referenced was sourced from Avid Technology Annual Reports & Earnings Conference Calls.
This summary report was written in October 2021.

DISCLAIMER
Elevation Capital Management Limited is a Registered Financial Service Provider in New Zealand in accordance with the Financial Service Providers (Registration and Disputes Resolution) 
Act 2008 -- FSP # 9601. Elevation Capital Management Limited is licensed under the Financial Markets Conduct Act 2013 as a manager of registered schemes. Elevation Capital Management 
Limited does not provide personalised investment advisory services to the public. Nothing herein should be construed as a general advertisement of investment advisory services or 
a solicitation of prospective clients for investment advisory services. The information herein is intended solely to provide certain background information about Elevation Capital’s 
investments on behalf of the Fund/s or Separate Accounts it manages or advises on.  Elevation Capital Management Limited, its directors, employees and agents believe that the information 
herein is correct at the time of compilation; however, they do not warrant the accuracy of the information. Save for any statutory liability which cannot be excluded, Elevation Capital 
Management Limited further disclaims all responsibility or liability for any loss or damage which may be suffered by any person relying on any information or any opinions, conclusions or 
recommendations contained herein whether that loss or damage is caused by any fault or negligence on the part of Elevation Capital Management Limited, or otherwise. 

Past performance is not an indication of future results.



NOMINEE - FUNDSOURCE INTERNATIONAL 
EQUITY SECTOR FUND MANAGER OF THE 

YEAR 2013, NEW ZEALAND

NOMINEE - FUNDSOURCE INTERNATIONAL 
EQUITY SECTOR FUND MANAGER OF THE 

YEAR 2012, NEW ZEALAND

NOMINEE - MORNINGSTAR INTERNATIONAL 
EQUITIES CATEGORY FUND MANAGER OF 

THE YEAR 2012, NEW ZEALAND

MORNINGSTAR INTERNATIONAL 
EQUITIES CATEGORY FUND MANAGER OF 

THE YEAR 2017, NEW ZEALAND

Independent Thinking 
- Disciplined Investing

[In-de-pend-ent Think-ing] ind  ’pend  nt THiNkiNG verb
Is essential to long-term investment success. We are often contrarian and do not pay
attention to index compositions when making investment decisions. We believe that 

when you’re several thousand miles away from Wall Street in a different nation, it’s 
easier to be independent and buy the things that other people are selling, and sell 

the things that other people are buying.

[Dis-ci-plined In-vest-ing] disciplin  d inves’ting verb
The market presents opportunities every day, but disciplined investing is as much 

about the opportunities you do not take. We also believe that cash is sometimes the 
most attractive investment. 
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