
Recommendation Price Target PT End Date Price Upside/Downside to PT
Neutral $268.00 31-Dec-21 $239.28 12.00%

Palo Alto Networks, Inc. provides network security solutions. The Company offers firewalls that identify and control applications, scan content to stop threats, prevent data leakage, integrated application, user, and content visibility. Palo
Alto Networks serves customers worldwide.

Note: All analysts forecasts are as of last note published on 25-Aug-2020 Source: Bloomberg, J.P. Morgan estimates.
The Upside/Downside to PT is calculated based on the previous day’s closing price which is quoted above.

Key Financials ($mn, year end Jul) FY19 FY20 FY21E FY22E FY23E
Revenue  2,900 3,408 4,003 4,693 n/a
EBITDA  738 729 792 984 n/a
EBIT  637 599 699 870 n/a
Pretax Income 692 621 718 915 n/a
Net Profit  539 485 560 714 n/a
Total Assets  6,592 9,065 10,605 12,493 n/a
Shareholder Equity 1,586 1,102 1,662 2,435 n/a
Adjusted Net Debt/(Cash)  n/a n/a n/a n/a n/a
Capex  (131) (214) (214) (235) n/a
Free Cash Flow to firm  905 807 968 1,322 n/a
EPS ($) 5.45 4.88 5.53 6.88 n/a
DPS  n/a n/a n/a n/a n/a
Key Ratios FY19 FY20 FY21E FY22E FY23E
EBITDA Margin 25.5% 21.4% 19.8% 21.0% n/a
EBIT Margin 22.0% 17.6% 17.5% 18.5% n/a
Net Margin 18.6% 14.2% 14.0% 15.2% n/a
Payout Ratio n/a n/a n/a n/a n/a
Net Debt/Equity (excl MI) n/a n/a n/a n/a n/a
FCF Yield 3.8% 3.4% 4.0% 5.3% n/a
P/E 43.9x 49.0x 43.3x 34.8x n/a
EV/EBITDA 31.0x 28.7x 25.2x 18.9x n/a
ROE 39.3% 36.1% 40.5% 34.8% n/a
Source: Company data, Bloomberg, J.P. Morgan estimates.

Peer Valuation Chart FY21 Margin Analysis (PANW)

Source: Company data, Bloomberg, J.P. Morgan estimates. Source: Company data, J.P. Morgan estimates.      
Revenue and EPS growth Company Data

Market Cap (USDmn) 24,883
Shares O/S (mn) 104
Float 97.0%
Dividend Yield n/a
EPS ($) 5.53
3M - Avg daily volume (mn) 1.09
52 wk High/Low ($) 275.03-125.47

JPM EPS Estimate BBG EPS Estimate

FY21E FY22E FY21E FY22E

5.53 6.88 5.58 6.83

Source: Company data, Bloomberg, J.P. Morgan estimates.

Source: Company data, J.P. Morgan estimates.

Peer Valuation Analysis Ticker
Fiscal Year

End Last Note Published Rating
Price 
Target

Mkt Cap 
($mn) EV/EBITDA P/BV P/E ROE

Local peers FY21E FY22E FY21E FY22E FY21E FY22E FY21E FY22E
FireEye FEYE 2019/12 29-Jul-20 OW $18.00 3,453 38.3x n/a 5.6x n/a 53.5x n/a 10.1% n/a
Check Point Software CHKP 2019/12 22-Jul-20 N $141.00 18,369 11.5x n/a 5.5x n/a 18.4x n/a 29.3% n/a
Fortinet, Inc FTNT 2019/12 07-Aug-20 N $140.00 22,394 19.9x 15.8x 15.1x 10.5x 40.1x 34.2x 48.0% 36.5%
Global peers

Palo Alto Networks PANW 2020/7 25-Aug-20 N $268.00 24,883 25.2x 18.9x 14.6x 10.2x 43.3x 34.8x 40.5% 34.8%
Median 22.6x 17.3x 10.1x 10.3x 41.7x 34.5x 34.9% 35.6%
Mean 23.7x 17.3x 10.2x 10.3x 38.8x 34.5x 32.0% 35.6%
High 38.3x 18.9x 15.1x 10.5x 53.5x 34.8x 48.0% 36.5%
Low 11.5x 15.8x 5.5x 10.5x 18.4x 34.2x 10.1% 36.5%

Source: Company data, J.P. Morgan estimates.
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Investment Thesis 
Palo Alto Networks is the leading independent network security company 
targeting one of the largest segments of the cybersecurity industry with one of 
the best integrated product lines (platforms) on the market. The combination of 
its market-leading technology, breadth of solutions that tie together network, 
endpoint, and orchestration/analytics along with go-to-market execution is 
helping the company gain market share against legacy incumbents like Check 
Point (CHKP/N) and Cisco (CSCO/N/covered by Samik Chatterjee). PANW has 
made a series of cloud asset acquisitions and built out a solid cloud portfolio; 
however, sales execution issues around product revenues in the 1H20 and shift to 
the cloud are leading to continued product revenue declines. When Next Gen 
Security is large enough to drive growth acceleration is when we think shares 
can again sustainably outperform but until then we believe the decline in product 
will put pressure on billings growth and topline growth and remain Neutral. 

Valuation
Maintaining Neutral rating and establishing December 2021 price target of 
$268
Our Dec 2021 price target of $268 (replaces prior Dec 2020 PT of $236) is based 
on 18x EV/FCFF multiple applied to our CY22 FCF estimates. The 18x multiple 
is in line with the topline growth we model through FY22.

Risks to Rating and Price Target
• If the current sales execution issues persist into the coming quarter, revenue 

could suffer and the stock price could come under pressure; however, if sales 
execution improves, we could see upside to our stock price expectations. 

• Spending in cybersecurity has been a top priority for the past five years; if 
that spending focus by customers were to fade growth then share 
performance could suffer. 

• Duration is only expected to shorten 10% through FY22. If the macro 
environment worsens and goes into recession we would expect lower levels 
of multi-year payments, putting downward pressure on cash flow and our 
price target. 
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Analyst Certification: The Research Analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple Research Analysts 
are primarily responsible for this report, the Research Analyst denoted by an “AC” on the cover or within the document individually certifies, 
with respect to each security or issuer that the Research Analyst covers in this research) that: (1) all of the views expressed in this report 
accurately reflect the Research Analyst’s personal views about any and all of the subject securities or issuers; and (2) no part of any of the 
Research Analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the 
Research Analyst(s) in this report. For all Korea-based Research Analysts listed on the front cover, if applicable, they also certify, as per KOFIA 
requirements, that the Research Analyst’s analysis was made in good faith and that the views reflect the Research Analyst’s own opinion, without 
undue influence or intervention.

All authors named within this report are Research Analysts unless otherwise specified. In Europe, Sector Specialists (Sales and Trading) may be 
shown on this report as contacts but are not authors of the report or part of the Research Department.

Important Disclosures 

J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm 
may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in 
making their investment decision.

Market Maker/ Liquidity Provider: J.P. Morgan is a market maker and/or liquidity provider in the financial instruments of/related to Palo Alto 
Networks.
Client: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients: Palo Alto Networks.
Client/Non-Investment Banking, Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as 
clients, and the services provided were non-investment-banking, securities-related: Palo Alto Networks.
Client/Non-Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients, and the services 
provided were non-securities-related: Palo Alto Networks.
Non-Investment Banking Compensation: J.P. Morgan has received compensation in the past 12 months for products or services other than 
investment banking from Palo Alto Networks.
Debt Position: J.P. Morgan may hold a position in the debt securities of Palo Alto Networks, if any.

Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for compendium 
reports and all J.P. Morgan–covered companies by visiting https://www.jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing 
research.disclosure.inquiries@jpmorgan.com with your request. J.P. Morgan’s Strategy, Technical, and Quantitative Research teams may screen 
companies not covered by J.P. Morgan. For important disclosures for these companies, please call 1-800-477-0406 or e-mail 
research.disclosure.inquiries@jpmorgan.com.

Date Rating Price ($) Price Target 
($)

26-Feb-18 OW 165.54 220

04-Jun-18 OW 209.19 239

07-Sep-18 OW 220.37 282

29-Nov-18 OW 176.54 287

27-Feb-19 OW 235.55 293

30-May-19 OW 215.32 270

05-Sep-19 OW 200.49 300

25-Nov-19 OW 246.87 284

25-Feb-20 N 237.33 236

24-Aug-20 N 269.33 268

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire period. 
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe: 
J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the average 
total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve months, we expect this 
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stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Underweight 
[Over the next six to twelve months, we expect this stock will underperform the average total return of the stocks in the analyst’s (or the analyst’s 
team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if applicable, the price target, for this stock because of 
either a lack of a sufficient fundamental basis or for legal, regulatory or policy reasons. The previous rating and, if applicable, the price target, no 
longer should be relied upon. An NR designation is not a recommendation or a rating. In our Asia (ex-Australia and ex-India) and U.K. small- 
and mid-cap equity research, each stock’s expected total return is compared to the expected total return of a benchmark country market index, not 
to those analysts’ coverage universe. If it does not appear in the Important Disclosures section of this report, the certifying analyst’s coverage 
universe can be found on J.P. Morgan’s research website, www.jpmorganmarkets.com. 

Coverage Universe: Auty, Sterling P: Adobe Inc (ADBE), Akamai Technologies, Inc. (AKAM), Autodesk (ADSK), Avalara (AVLR), Check 
Point Software (CHKP), Cloudflare (NET), CoStar Group (CSGP), CrowdStrike (CRWD), CyberArk (CYBR), Datadog (DDOG), DocuSign 
(DOCU), Duck Creek (DCT), Dynatrace (DT), Everbridge (EVBG), FireEye (FEYE), Five9 (FIVN), Fortinet, Inc (FTNT), GoDaddy Inc 
(GDDY), Guidewire Software (GWRE), Intuit (INTU), JFrog (FROG), Jamf (JAMF), LivePerson (LPSN), Mimecast (MIME), New Relic 
(NEWR), Okta (OKTA), PTC Inc (PTC), PagerDuty (PD), Palo Alto Networks (PANW), Pluralsight (PS), Q2 Holdings Inc. (QTWO), Qualys 
(QLYS), RealPage (RP), RingCentral (RNG), SecureWorks (SCWX), ServiceNow (NOW), SolarWinds (SWI), Tenable (TENB), Tufin Software 
(TUFN), Varonis Systems (VRNS), Veeva Systems (VEEV), VeriSign (VRSN), Vonage (VG), Wix.com (WIX), Zoom Video (ZM)

J.P. Morgan Equity Research Ratings Distribution, as of October 10, 2020

Overweight
(buy)

Neutral
(hold)

Underweight
(sell)

J.P. Morgan Global Equity Research Coverage 47% 39% 14%
    IB clients* 52% 49% 37%
JPMS Equity Research Coverage 46% 40% 14%
    IB clients* 75% 70% 55%

*Percentage of subject companies within each of the "buy," "hold" and "sell" categories for which J.P. Morgan has provided investment banking services within 
the previous 12 months. Please note that the percentages might not add to 100% because of rounding.
For purposes only of FINRA ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold rating category; 
and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table above. This information is 
current as of the end of the most recent calendar quarter.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, 
please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst or your J.P. 
Morgan representative, or email research.disclosure.inquiries@jpmorgan.com. For material information about the proprietary models used, please 
see the Summary of Financials in company-specific research reports and the Company Tearsheets, which are available to download on the 
company pages of our client website, http://www.jpmorganmarkets.com. This report also sets out within it the material underlying assumptions 
used.

Analysts' Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various factors, 
including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues. 

This document is provided for information purposes only and should be read in conjunction with the latest research report on this company 
(which can be found at http://www.jpmorganmarkets.com). The information in this document is believed to be reliable, but J.P. Morgan does not 
warrant its completeness or accuracy. Opinions, estimates and assumptions constitute our judgment as of the date hereof and are subject to change 
without notice. Past performance is not indicative of future results. This material is not intended as an offer or solicitation for the purchase or sale 
of any financial instrument. Full research disclaimers and disclosures, including company specific disclosures can also be viewed in the latest 
research report on the company and are incorporated by reference herein.

Other Disclosures 

J.P. Morgan is a marketing name for investment banking businesses of JPMorgan Chase & Co. and its subsidiaries and affiliates worldwide.

All research material made available to clients are simultaneously available on our client website, J.P. Morgan Markets, unless specifically 
permitted by relevant laws. Not all research content is redistributed, e-mailed or made available to third-party aggregators. For all research 
material available on a particular stock, please contact your sales representative.

Any long form nomenclature for references to China; Hong Kong; Taiwan; and Macau within this research material are Mainland China; Hong 
Kong SAR, China; Taiwan, China; and Macau SAR, China.

Options and Futures related research: If the information contained herein regards options- or futures-related research, such information is 
available only to persons who have received the proper options or futures risk disclosure documents. Please contact your J.P. Morgan 
Representative or visit https://www.theocc.com/components/docs/riskstoc.pdf for a copy of the Option Clearing Corporation's Characteristics and 
Risks of Standardized Options or http://www.finra.org/sites/default/files/Security_Futures_Risk_Disclosure_Statement_2018.pdf for a copy of 
the Security Futures Risk Disclosure Statement. 
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Changes to Interbank Offered Rates (IBORs) and other benchmark rates: Certain interest rate benchmarks are, or may in the future become, 
subject to ongoing international, national and other regulatory guidance, reform and proposals for reform. For more information, please consult: 
https://www.jpmorgan.com/global/disclosures/interbank_offered_rates

Private Bank Clients: Where you are receiving research as a client of the private banking businesses offered by JPMorgan Chase & Co. and its 
subsidiaries (“J.P. Morgan Private Bank”), research is provided to you by J.P. Morgan Private Bank and not by any other division of J.P. Morgan, 
including, but not limited to, the J.P. Morgan Corporate and Investment Bank and its Global Research division.

Legal entity responsible for the production and distribution of research: The legal entity identified below the name of the Reg AC Research 
Analyst who authored this material is the legal entity responsible for the production of this research. Where multiple Reg AC Research Analysts 
authored this material with different legal entities identified below their names, these legal entities are jointly responsible for the production of 
this research. Research Analysts from various J.P. Morgan affiliates may have contributed to the production of this material but may not be 
licensed to carry out regulated activities in your jurisdiction (and do not hold themselves out as being able to do so). Unless otherwise stated 
below, this material has been distributed by the legal entity responsible for production. If you have any queries, please contact the relevant 
Research Analyst in your jurisdiction or the entity in your jurisdiction that has distributed this research material.

Legal Entities Disclosures and Country-/Region-Specific Disclosures:
Argentina: JPMorgan Chase Bank N.A Sucursal Buenos Aires is regulated by Banco Central de la República Argentina (“BCRA”- Central Bank 
of Argentina) and Comisión Nacional de Valores (“CNV”- Argentinian Securities Commission” - ALYC y AN Integral N°51). Australia: J.P. 
Morgan Securities Australia Limited (“JPMSAL”) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated by the Australian Securities and 
Investments Commission and is a Market, Clearing and Settlement Participant of ASX Limited and CHI-X. This material is issued and distributed 
in Australia by or on behalf of JPMSAL only to "wholesale clients" (as defined in section 761G of the Corporations Act 2001). A list of all 
financial products covered can be found by visiting https://www.jpmm.com/research/disclosures. J.P. Morgan seeks to cover companies of 
relevance to the domestic and international investor base across all Global Industry Classification Standard (GICS) sectors, as well as across a 
range of market capitalisation sizes. If applicable, in the course of conducting public side due diligence on the subject company(ies), the Research 
Analyst team may at times perform such diligence through corporate engagements such as site visits, discussions with company representatives, 
management presentations, etc. Research issued by JPMSAL has been prepared in accordance with J.P. Morgan Australia’s Research 
Independence Policy which can be found at the following link: J.P. Morgan Australia - Research Independence Policy. Brazil: Banco J.P. 
Morgan S.A. is regulated by the Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Ombudsman J.P. Morgan: 0800-
7700847 / ouvidoria.jp.morgan@jpmorgan.com. Canada: J.P. Morgan Securities Canada Inc. is a registered investment dealer, regulated by the 
Investment Industry Regulatory Organization of Canada and the Ontario Securities Commission and is the participating member on Canadian 
exchanges. This material is distributed in Canada by or on behalf of J.P.Morgan Securities Canada Inc. China: J.P. Morgan Securities (China) 
Company Limited has been approved by CSRC to conduct the securities investment consultancy business. Dubai: JPMorgan Chase Bank, N.A., 
Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered address is Dubai International Financial Centre - 
The Gate, West Wing, Level 3 and 9 PO Box 506551, Dubai, UAE. This material has been distributed to persons regarded as professional clients 
or market counterparties as defined under the DFSA rules. Germany: This material is distributed in Germany by J.P. Morgan Securities plc, 
Frankfurt Branch, which is regulated by the Bundesanstalt für Finanzdienstleistungsaufsich and also by J.P. Morgan AG (“JPM AG”), which is a 
member of the Frankfurt Stock Exchange, is authorised by the European Central Bank (“ECB”) and is regulated by the Federal Financial 
Supervisory Authority (BaFin), JPM AG is a company incorporated in the Federal Republic of Germany with a registered office at Taunustor 1, 
60310 Frankfurt am Main, the Federal Republic of Germany. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is 
regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong, and J.P. Morgan Broking (Hong 
Kong) Limited (CE number AAB027) is regulated by the Securities and Futures Commission in Hong Kong. JP Morgan Chase Bank, N.A., Hong 
Kong is organized under the laws of the United States with limited liability. India: J.P. Morgan India Private Limited (Corporate Identity Number 
- U67120MH1992FTC068724), having its registered office at J.P. Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz - East, Mumbai – 400098, 
is registered with the Securities and Exchange Board of India (SEBI) as a ‘Research Analyst’ having registration number INH000001873. J.P. 
Morgan India Private Limited is also registered with SEBI as a member of the National Stock Exchange of India Limited and the Bombay Stock 
Exchange Limited (SEBI Registration Number – INZ000239730) and as a Merchant Banker (SEBI Registration Number - MB/INM000002970). 
Telephone: 91-22-6157 3000, Facsimile: 91-22-6157 3990 and Website: www.jpmipl.com. For non-local research material, this material is not 
distributed in India by J.P. Morgan India Private Limited. Indonesia: PT J.P. Morgan Sekuritas Indonesia is a member of the Indonesia Stock 
Exchange and is regulated by the OJK a.k.a. BAPEPAM LK. Korea: This material is issued and distributed in Korea by or through J.P. Morgan 
Securities (Far East) Limited, Seoul Branch, which is a member of the Korea Exchange (KRX) and is regulated by the Financial Services 
Commission (FSC) and the Financial Supervisory Service (FSS). Japan: JPMorgan Securities Japan Co., Ltd. and JPMorgan Chase Bank, N.A., 
Tokyo Branch are regulated by the Financial Services Agency in Japan. Malaysia: This material is issued and distributed in Malaysia by 
JPMorgan Securities (Malaysia) Sdn Bhd (18146-X), which is a Participating Organization of Bursa Malaysia Berhad and holds a Capital 
Markets Services License issued by the Securities Commission in Malaysia. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V.and J.P. Morgan 
Grupo Financiero are members of the Mexican Stock Exchange and are authorized to act as a broker dealer by the National Banking and 
Securities Exchange Commission. New Zealand: This material is issued and distributed by JPMSAL in New Zealand only to "wholesale clients" 
(as defined in the Financial Advisers Act 2008). JPMSAL is registered as a Financial Service Provider under the Financial Service providers 
(Registration and Dispute Resolution) Act of 2008. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock 
Exchange and regulated by the Securities and Exchange Commission of Pakistan. Philippines: J.P. Morgan Securities Philippines Inc. is a 
Trading Participant of the Philippine Stock Exchange and a member of the Securities Clearing Corporation of the Philippines and the Securities 
Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Russia: CB J.P. Morgan Bank International LLC is 
regulated by the Central Bank of Russia. Singapore: This material is issued and distributed in Singapore by or through J.P. Morgan Securities 
Singapore Private Limited (JPMSS) [MCI (P) 018/04/2020 and Co. Reg. No.: 199405335R], which is a member of the Singapore Exchange 
Securities Trading Limited, and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) [MCI (P) 052/09/2020], both of which 
are regulated by the Monetary Authority of Singapore. This material is issued and distributed in Singapore only to accredited investors, expert 
investors and institutional investors, as defined in Section 4A of the Securities and Futures Act, Cap. 289 (SFA). This material is not intended to 
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