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Check Point Software (CHKP) 
Aug 26th, 2019

Moat Category 

Capital-Light Compounder
Fair Value Estimate 

-
Price  

$106.52
Enterprise Value 

$14.7bn

Moat Type 

Switching Costs - Integration
Economic Moat 

Narrow
Stewardship Rating 

Standard
Market Cap 

$16.9bn

What does it do: “Check Point Software Technologies 

is a pure-play cybersecurity vendor. The company 

offers solutions for network, endpoint, cloud, and 

mobile security in addition to security management. 

Check Point, a software specialist, sells to enterprises, 

businesses, and consumers. At the end of 2017, 47% 

of its revenue was from the Americas, 36% from 

Europe, and 17% from Asia-Pacific, Middle East, and 

Africa. The Tel Aviv, Israel based firm was founded in 

1993 and has about 5,000 employees.” (Source: 

Morningstar)

Source: www.evaexpress.com

http://evaexpress.com
http://evaexpress.com
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09 2018 Notes

Revenue $924m $1,917m

EBIT $415m $914m

Gross margin 86% 90%

EBIT margin 45% 48%

Net margin 39% 43%

Basic shares out 209m 163m Spent $5.3bn over 10 years in 
buybacks

Assets $3,070m $5,828m

Equity $2,320 $3,772m

Intangible+Goodwill $823m $992m

ROIC (EVA) 39% N/A Capital figure is negative in 
2018 due to Float.

EVA Spread 28% N/A

Past 10-year performance metrics

Industry observations

Source: www.ibisworld.com

http://www.ibisworld.com
http://www.ibisworld.com
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Wide Moat Checklist

Competitive Strengths Does CHKP 
have it? Evidence

Product or service is needed or 
desired (and will continue to 
do so)

.
Software security services will always be needed by institutions. 
Often a mission-critical element of operations.

Product is perceived by its 
customers to have no close 
substitute

 
Check Point has many competitors, two largest being Symantec 
and McAfee. 
Check Point represents 3% of market share.

Product is not subject to price 
regulation . Industry has little price regulation.

Strong barriers to entry

.

Barriers to entry are ranked Medium by IBISWorld. Ubiquitous 
nature of certain security software products make it difficult for 
potential entrants to generate significant revenue. 
To launch, a new player has to invest in programmers and 
hardware. Finding affordable and talented programmers is the 
greatest barrier to entry.

Loyal customers

.

More evidence is required to know whether customers 
experience brand loyalty towards Check Point or other 
competitors. 
That said, Check Point maintains a customer retention rate of over 
90% due to powerful Switching Costs.

Low risk of technological 
obsolescence .

Check Point is in the software industry. Naturally, the pace of 
technological change is high, and Check Point constantly pours 
large sums of money into R&D to mitigate obsolescence.

Abundant growth possibilities

.

Growth for security software industry is exciting. As the use of 
computerized devices and internet connections have grown, a 
growing number of sensitive information is being stored online. 
Since security is paramount, the demand for companies like 
Check Point has grown significantly, and is likely to do so. Security 
is viewed as a necessity, which makes the industry less affected by 
business cycles that other types of software publishers 
experience. 
Growth of artificial intelligence is another major factor for the 
growth of this industry.

Limited capital requirements . Industry is not capital intensive. Labor represents a large portion 
of industry costs.

Significant and growing free 
cash flows (and EVAs) .

Given the growth possibilities for the industry, Check Point’s piece 
of the pie is likely to grow. 
More evidence is needed whether Check Point can capture 
market share from competitors.


