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Fleetmatics Group PLC is a provider of global positioning system (GPS) fleet 
management solutions for small and medium-sized businesses and enterprises 
delivered as software-as-a-service (SaaS). Its solutions enable businesses to 
meet the challenges associated with managing local fleets, and improve the 
productivity of their mobile workforces, by extracting actionable business 
intelligence from real-time and historical vehicle and driver behavioral data. 

One Year Price Performance

• Expansion in Europe 
• Incremental progress with new 

adjacent products

• Recent pullback offers an attractive investment opportunity due 
to overreaction 

• Increased asset efficiency with continued customer acquisition 
outperformance 

• Cost savings serving as a need for many small to mid-sized 
businesses 

• Underestimated addressable and future growth in the market



  

Investment Thesis Breakdown

Recent pullback offers an attractive investment opportunity due to overreaction 

Increased asset efficiency with continued customer acquisition outperformance

Fleetmatics is positioned to deliver exceptional 
returns to its shareholders through high growth 
in subscription revenue with a relatively stable 
level of total assets. In 2014 the company grew 
its subscription revenue and assets by 
approximately 23% and 14% respectively. In 
2016 and beyond we do not expect 
Fleetmatics to increase their assets in order to 
compensate for the increase in subscription 
revenue that is projected to continue. The 
software assets only will increase with potential 
acquisitions to further develop both 
Fleetmatics platform and increase contracts 
with new and existing customers. While the 
software assets remain relatively stagnant in 
the future and the subscription growth 
continues, the net effect will increase the asset 
utilization for Fleetmatics and as a result the return to shareholders.
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The pullback in shares (FLTX: -37.9%) in the first months of 2016 create a buying opportunity. Investors 
overreacted to Fleetmatics’ management announcement that the company will likely be affected by headwinds 
such as an increase in churn rate and competitive pricing pressure. However, while such headwinds will affect 
Fleetmatics in the short term they will not be factors by the end of 2016 and throughout the rest of our holding 
period.  

• The increase in churn rate mainly reflects a decrease in fleet size by Fleetmatics customer base which is 
exposed to the oil and energy industry. However, such base represents only 6% of the its revenue and if oil 
and energy prices increase there is an opportunity for fleet expansion.  

• The competitive pricing pressure announced by the management is mainly related to the enterprise customer 
base, which is not Fleetmatics main focus. In the small to mid-sized business market there has been no 
change in the competitive pricing structure, which will allow Fleetmatics to maintain its current customers, 
remain the market leader and increase its revenue due to new subscriptions.  

Recommendation: BUY



 
Recommendation: BUY

Investment Thesis Continued

Cost savings serving as a need for many small to mid-sized businesses
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Fleetmatics has deep domain expertise in the small to mid-sized businesses (SMB). This has enabled it to 
understand the specific needs of SMB fleet operators as they evolve. This serves as an advantage for 
Fleetmatics as the market is under-penetrated with direct competitors such as Telectrac, FleetBoss, and 
Masternaut not being specialized in the market. 

Many competitors rely on up-front hardware sales to finance their operations. Their business models are a 
significant investment hurdle for SMB customers. Furthermore, many of these competitive offerings are difficult to 
deploy and lack other features required by SMB customers. 

Fleetmatics solutions are competitively priced and designed to meet the needs of SMB fleet operators. Its 
solutions are easily and quickly implemented with the assistance of its large network of third-party installers that 
allow businesses to begin using its solutions shortly after entering into a service contract. Additionally, its 
solutions feature an intuitive graphical user interface with analytical dashboards, reports and alerts designed 
specifically for SMB fleet operators, which allows them to use the product without significant training or dedicated 
staff. 

Underestimated addressable and future growth in the market

While the mobile workforce solutions for serviced-based business is an under-penetrated global market, total 
addressable market and future growth are underestimated. The graph below explains the total addressable 
market today in the United States, Canada, Mexico, United Kingdom, Ireland, France, Netherlands, and Italy. It 
also shows the future opportunity in Europe and Latin America, markets where 
Fleetmatics is expanding.  



Moat & Competitor Analysis

Recommendation: BUY
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Berg Insight and ABI Research announced Fleetmatics as the market leader in the fleet management technology 
for small and medium sized businesses.  

Fleetmatics has differentiated itself from competitors by creating an easy-to-use platform and its driver data that 
allows for superior reporting and analytics. Below we have highlighted Fleetmatics differentiating factors that 
make it a better investment today compared to its competitors: 

• Fleetmatics has developed a scalable sales and marketing model that is focused on the efficient generation of 
a large number of customer leads. Digital advertising along with email marketing and referral leads has 
provided Fleetmatics with a flow of low-cost qualified leads. 

• Its easy-to-install, easy-to-use SaaS-based solutions are offered through a subscription over the Internet and 
use a multi-tenant architecture, which enables it to run a single instance of its software code, add subscribers 
with minimal incremental expense and deploy new applications and upgrades quickly and efficiently. Its SaaS 
model is particularly well suited for SMBs, which typically lack the personnel qualified to support on-premises 
deployments and generally wish to avoid large up-front software and hardware expenditures.  

• Fleetmatics generates billions of data points that provide valuable information regarding its business 
intelligence offerings and can be used to generate additional revenue streams.  

• Fleetmatics provides upgrade options so that customers can better their experience as they have additional 
needs. 

In short, Fleetmatics is more attractive than its competitors because of its low upfront costs and relative ease of 
use. Below we have highlighted Fleetmatics against its peers. 



 
Recommendation: BUY

Industry Analysis
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Fleetmatics operates in the fleet telematics 
systems industry designed around the utilization of 
GPS and electronic management systems. The 
solutions of the fleet telematics systems industry 
strive to track mileage, speed, and route decision 
making in order to provide operational efficiencies 
in the freight trucking industry. Specifically the 
end-clients thrive in local and long-distance freight 
trucking. In recent years the industry has 
developed a system for mobile applications, with 
the ability to track more data and relay important 
information to end-client trucking operators. 
Typically these companies are competing for the 
best manufacturing and designing of vehicle data 
collection, fleet communication devices, data 
processing software, and mobile phone 
applications. 

The industry is effectively in a state of consolidation because of the expansion of current companies like 
Fleetmatics, Omnitracs, and Trimble Navigation. Acquisition or partnership prospects and ability to adapt to 
rapid change in technology illustrate the fleet telematics systems industry in its contemporary state. Historically 
the industry players have either acquired competitors to increase its subscriber base or neighboring technology 
firms acquire fleet management firms to utilize the software on their hardware platform. 

As technology changes, fleet telematics changes to adapt to the needs and demands of the freight trucking 
operators and companies that utilize consistent transportation. The demand for trucking transportation is 
projected to be relatively stable in the investment horizon while the number of mobile internet connections 
increases. The net effect is that fleet telematics systems are advancing in mobile software applications. 
Fleetmatics and its competitors have recently focused resources and efforts on the integration of mobile 
application of fleet telematics.

Industry Revenue Forecast
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Recommendation: BUY

Macroeconomic Factors
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Fluctuations in the Price of Oil: 

The price of oil is a major macroeconomic 
factor that influences the downstream market 
of freight trucking. Fleet telematics solutions 
are often highly sought after for large fleet 
management companies as the cost-savings 
per vehicle outweighs the cost of the system. 
The smaller sized companies with less than 
15 freight vehicles in service will be affected 
by the price of oil. However, we expect that 
smaller companies address the price of oil as a threat to sustainable profits and demand fleet management 
software in a market of volatile oil prices. The recent drop in oil prices through Q1 2016 presents a time when 
smaller fleet sizes (less than 15) may opt out of fleet management systems. As the price of oil stabilizes we expect 
these smaller companies to return to normalized levels of demand for fleet telematics solutions. 

United States and OPEC production levels of oil continue to be strong despite the lower prices of oil in the markets 
in 2016. While there are significant headwinds in the energy markets, we expect that oil will begin to trend towards 
normalized levels over the course of the next several years. The world price of crude oil is anticipated to grow at an 
annualized rate of 9.2% to $52.60 per barrel over the five years to 2021. 

Expansion to Europe:

The European expansion for fleet telematics 
serves as a major variable for our growth 
assumptions used to value Fleetmatics. The 
success in Europe depends on the expected 
demand for the European market and the 
level of economic activity that is expected in 
the future. 

The European fleet management market is 
expected to grow at 27.93% CAGR through 2015-2019. The forecast for European Union GDP is expected to 
remain relatively stable at just under 2% CAGR. The net effect suggests the market for fleet telematics is in high 
demand in Europe and also justified by the projected economic activity. 

Small and medium-sized enterprises (SME) in the European Union have had legislation put in place to encourage 
SME growth through funding from private and governmental entities. Approximately 85% of European jobs are 
supported by SMEs across Europe and serve as the lifeline for most European countries.

Oil Projections
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Revenue Breakdown

Recommendation: BUY

• In 2014, Fleetmatics acquired Florence (Italy-based KKT S.r.l.), the 
privately-held developer of Routist, a SaaS-based, intelligent vehicle 
routing solution for businesses looking to optimize the utilization of their 
fleets and mobile resources. Via its sophisticated algorithms, Routist 
provides optimized route plans for vehicles making multiple stops daily, 
and provides opportunities for companies to achieve significant cost 
savings by helping to reduce miles driven, fuel consumption, and vehicle 
maintenance costs. 

• In 2015, Fleetmatics acquired Grenoble (France-based Ornicar SAS, a 
SaaS-based provider of fleet management solutions. Ornicar added 
approximately 15,000 vehicles under subscription to Fleetmatics’ existing 
installed base. The acquisition of Ornicar and the French market expertise 
of the Ornicar team accelerated its presence and brand in a country that 
is one of the largest market opportunities in Europe. 

• In 2015, Fleetmatics acquired Ferrara (Italy-based Visirun S.p.A.), a SaaS-
based provider of fleet management solutions. Visirun added 
approximately 30,000 vehicles under subscription to its existing installed 
base and added more than 3,000 customers.
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88% of Fleetmatics revenue comes from the 
United States, where it is a market leader. The 
other 12% of revenue comes internationally. 
Fleetmatics plans to expand in Europe as it 
presents an opportunity for growth as there is a 
40 million market. Going forward we expect a 
higher portion of revenue coming from Europe 
and other international markets. Below we have 
highlighted Fleetmatics recent acquisitions that 
expanded its presence in Europe:

• In 2013, Fleetmatics acquired Sydney (Australia-based, Connect2Field Holdings Pty Limited), a privately-held 
provider of cloud-based software solutions for service businesses and their mobile workers. The 
Connect2Field product became the foundation of Fleetmatics WORK. The acquisition of Connect2Field 
supported Fleetmatics ability to execute on its vision of enabling field service businesses globally to leverage 
the prevalence of wireless data and mobile devices and giving them the tools they need to automate, 
manage, simplify and improve their operations. 

Revenue breakdown
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88%
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Recommendation: BUY

Fleetmatics derives most of its revenues from subscription agreements to its solutions, which typically include the 
use of its SaaS-based fleet management solution and an in-vehicle device, or simply the SaaS based solution for 
its service-only customers. The company has a network of installation partners that install its in-vehicle devices 
and its fleet management offering. The customer contracts are usually 36 months, with enterprise customers 
having 48 month contracts, and this results in a high degree of predictability of the forward revenue streams, with 
approximately 90% of revenue visibility entering into each quarter. 20% of Fleetmatics' new subscriptions are sold 
into its already installed based, which means that customers typically renovate their contracts.  

Most of Fleetmatics revenue growth is derived from new subscriptions generated through both its lead-generating 
Web-based advertising and targeted outbound sales efforts, as well as from the sale of additional vehicle 
subscriptions to existing customers as their fleet size increases, or request additional features.  

Fleetmatics solutions are able to generate a ROI of seven times the initial investment of its clients. As an example 
given by the company's management, a customer with a fleet size of 16 vehicles will have to deploy an initial 
investment of $640 to start using Fleetmatics solutions and a monthly investment of $40 per vehicle, which will in 
turn generate savings of $4,221 monthly. This highlights the economic benefit for customers who want to increase 
productivity and profit. 

Solutions

Fleet Management: Fleetmatics SaaS-based fleet management solution 
enables businesses to meet the challenges associated with managing their 
local fleets by extracting actionable business intelligence from vehicle and 
driver behavioral data. Its highly scalable multi-tenant architecture 
leverages Global Positioning Satellite data transmitted from in-vehicle 
devices over cellular networks. Customers remotely access business 
intelligence reports through our intuitive interface using a standard Web 
browser or mobile application.  

Field Service Management: Fleetmatics SaaS-based field service 
management solutions enable owners to organize their business, improve 
time management, and simplify the back office processes. Customer 
information, invoices, inventory and service history are stored in the cloud, 
which enables its customers to automate their back office activities and 
reduce the amount of paperwork needed to run their business. This 
offering is typically sold to SMBs either as a standalone offering or as an 
expansion to its fleet management solution. 

Business Model
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Recommendation: BUY

Catalysts

Expansion in Europe
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Incremental progress with new adjacent products

As shown on page three of the report, there is a large addressable market in the United States and Europe that 
Fleetmatics has the opportunity to capitalize on. Of the 22 million field services in the United States, only 12% 
have software enabled field service management systems installed. Fleetmatics has a total addressable market of 
more than $50 million in the geographical areas where they current operate, in which they hold about a 17% 
market share. Going forward, as Fleetmatics establishes its new European operations, it will be able to expand 
outside of France and Italy growing its customer base and addressable market.

Fleetmatics new cloud-based WORK system will experience growing economies of scale as it cross-sells to its 
current customers. Fleetmatics new field service management system can be used alongside its current fleet 
management products allowing for seamless integration of scheduling, billing, and payment systems as well as 
increased monitoring abilities of field trams leading to increased productivity. 

Risks

Unsuccessful integration of recent mergers

If Fleetmatics is unable to successfully integrate its products with its new foreign clients gained through M&A 
activity, it could lose its current foreign market share. Europe presents a gain in market share for Fleetmatics as 
70% of total trade is transported via roadway.

Low switching costs

Due to Fleetmatics mobile-based business model, switching costs for competitors are low and if the company is not 
able to maintain its cost advantage it could lose market share. One of the advantages of using Fleetmatics GPS 
tracking services is low startup cost for its customers because Fleetmatics provides and installs the GPS systems 
into customer’s vehicles at no charge, unlike larger competitors such as Verizon Fleet.     

Small business risk

The majority of Fleetmatics’ business comes from SMBs that have a higher failure rate in uncertain markets. 
Going forward, a market downturn in the United States or in Europe could materially affect our thesis by both 
lowering the customer base and a shrinking addressable market. However, Fleetmatics value adding services 
provide a large cost advantage that companies will continue to use its services even in uncertain markets.



 
Recommendation: BUY

Valuation

EV/EBITDA Model
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We utilized multiple valuation methods to arrive at a target price for 2020. Our first model is an EV/EBITDA 
multiple model. Fleetmatics currently trades at an EV/EBITDA multiple below its three year historical average of 
20 (see appendices page 15). We have the multiple decreasing slightly over our investment horizon as the 
market has anticipated expected growth prospects in Europe. Additionally, the equity markets at large are 
cautious in the overarching valuations and we expect this to be a factor in the total enterprise value (TEV) of 
Fleetmatics in our investment horizon.. At 13.4 times EBITDA in 2020, Fleetmatics will have a market cap of 
roughly $2.5 billion and an equity value per share of $63.

We conducted a sensitivity analysis on the multiple to account for different scenarios that Fleetmatics could face in 
2020, such as pricing pressures from competitors or failed expansion in Europe. 



 
Recommendation: BUY

P/E Model
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Using three different P/E multiple 
modes, we gauged the probable 
returns for Fleetmatics over our five 
year investment horizon. 

Assuming a constant multiple and 
base case earnings growths, we 
expect a price target of $73.12  

A bull case scenario involves further 
acquisitions in international markets 
to fuel growth, giving expectations for 
a higher multiple as Fleetmatics is 
focusing on increasing its 
international presence. If 
management executes on strategic 
acquisition sucessuffuly, we expect a 
2020 price target of $79.15 

Our analysis suggest that Fleetmatics 
offers a favorable risk-reward 
investment, with a bear case 
assuming a price target of $63.86

A sensitivity analysis was conducted on the multiple in order to account for a variety of scenarios the firm could 
face through 2020. Our estimated EPS coupled with an expected historical multiple provide a comfortable value 
proposition. 



Recommendation: BUY

Free Cash Flow to Equity Model
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We utilized a free cash flow to equity model to estimate Fleetmatics intrinsic value, deriving a terminal value of 
$63.18 from our EV/EBITDA model. The model implies the stock is roughly 19% undervalued in our base case 
scenario. The model has implied assumptions based on our expectations of the firm, its competitors, and the 
industry landscape 

• Top line growth will continue as Fleetmatics obtain additional subscriptions with its expansion in Europe and 
Latin America. 

• Capital expenditures will increase as Fleetmatics continue to acquire well known companies with market 
expertise that will accelerate its presence and brand.  

• Using a 60-month regression, we arrived at a beta of 1.1 that was used to calculate an appropriate discount 
rate



Recommendation: BUY

Appendices
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Recommendation: BUY

Appendices Continued

    Equity Research | March 29, 2016 | NYSE: FLTX      Analysts: Hailey Davis, Isabella Durate, Bradley Gordon, Brandon Reagan    14                                          



Recommendation: BUY

Appendices Continued
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