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NICE — NICE Ltd.

Report Date: 2026-05-14

Analyst: Moschovakis Capital Research

Current Price: $86.38 USD (live, as of 2026-05-14)

Listing: NASDAQ (Israeli-domiciled, FPI status — files 20-F/6-K, not 10-K/10-Q)

---

EXECUTIVE SUMMARY

Metric Value

Recommendation **HOLD / WATCHLIST**

Current Price $86.38

Fair Value (Base Case) $112

Margin of Safety 29.7%

Target Entry (HOLD upgrade trigger) $75

Return Profile Value

Dividend Yield 0.0% (no dividend)

Expected Dividend Growth N/A

Expected Price Appreciation 7.5% CAGR

Total Expected Return (Base) 7.5% CAGR

Bear Case Total Return -2.0% CAGR

Bull Case Total Return 14.0% CAGR

Probability-Weighted Return 6.75% CAGR

Risk Assessment Value

Wealth Preservation Score 62 / 100

Downside Protection Score 65 / 100

Quality Score 64 / 100

Risk Level MODERATE

Probability of >50% Loss 8%

Recession Profile SENSITIVE
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One-Line Thesis: NICE is a high-quality, debt-free cloud CX software franchise trading at a meaningful valuation

discount, but the absence of a dividend, ongoing AI-pricing transition, CEO turnover, and Israel-domicile risk

push it into the HOLD bucket pending a better entry or earnings stabilization.

---

INVESTMENT THESIS

You are looking at a profitable software business that has executed a difficult pivot — from on-premises licensing

to cloud SaaS — and is now navigating a second pivot toward AI consumption pricing. The balance sheet is

genuinely strong: $417M in cash, zero debt, and a $300M revolver. Free cash flow ran at $729M TTM with FCF

margins near 27%. ROIC sits around 14-15%, comfortably above any reasonable cost of capital. These are not

the markers of a fragile business.

The valuation has compressed to forward P/E near 10-11x and EV/EBITDA around 9x — levels two-thirds below

the 5-year average. That compression reflects three real concerns: cloud growth deceleration from 25% to a

guided 12-15%, deliberate pricing concessions during AI renewal cycles that depress near-term ARR, and a

CEO transition announced around Q1 2026 that introduced strategic uncertainty. Scott Russell takes over an

AI-pivot mid-flight.

The bear case is not catastrophic but it is real. Revenue could stall as legacy products cannibalize faster than AI

revenue ramps. If margins compress to 25% and the multiple stays at 9-10x P/E, the stock has roughly 10-15%

downside from here. That is the protection — NICE generates too much cash and carries too little debt to face

existential risk. What it cannot offer is dividend income to cushion price stagnation. Every dollar of return must

come from price appreciation or buybacks.

The decisive issue for wealth preservation is opportunity cost. Base case expected return of 7.5% CAGR sits at

the bottom edge of the hurdle (inflation + 4% ≈ 7%). With no dividend cushion and execution risk concentrated in

the next 12-18 months, the asymmetry is acceptable but not compelling. A 13-15% pullback to $75 would shift

the risk/reward decisively in the buyer's favor.

---

1. BUSINESS QUALITY ASSESSMENT

NICE sells two things the market values: cloud-based customer experience software (CXone Mpower platform)

and financial crime/compliance tools (Actimize). Cloud now represents 75%+ of revenue, up from 47% in 2020.

The business processes over 20 billion customer interactions annually, which creates genuine data network

effects for AI training.

Moat Analysis:

Moat Source Type Durability

Switching costs (enterprise contact center deployments)High High

Data scale (20B+ annual interactions) Network/Scale High

AI specialization (purpose-built vs. generic LLMs)Technology Medium

Platform integration (CXone + workflow + WEM)Switching cost Medium-High
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The primary moat is switching cost. Replacing a contact center platform handling millions of customer

interactions is expensive, risky, and disruptive — enterprises rarely do it absent severe failure. This is the same

moat protecting Salesforce, ServiceNow, and similar enterprise SaaS franchises.

Threat Assessment: Moderate. Genesys, Five9, Amazon Connect, and Microsoft Dynamics target the same

CCaaS market. NICE has held its leadership position so far, but the AI transition reshuffles competitive

dynamics. Customers running their own AI workflows on cloud-native platforms could erode the

integrated-platform premium.

Moat Preservation Confidence: MEDIUM-HIGH

---

2. FINANCIAL FORTRESS ANALYSIS

This is where NICE earns its preservation credentials.

Solvency Metric Value Threshold Pass/Fail

Debt/Equity ~0.05x (effectively zero) <0.5x preferred PASS (Fortress)

Net Debt Negative (~$417M cash, no debt)N/A PASS

Interest Coverage >100x >8x preferred PASS

Current Ratio ~2.0x >1.5x PASS

FCF Positive (5/5 years) Yes 4 of 5 PASS

FCF Margin (TTM) 27% >15% strong PASS

Stress Test: If revenue drops 30% for two years, NICE has $417M cash, no debt service obligations, no

dividend to defend, and a software cost base with significant variable component. The company would remain

solvent with ample room. Equity raise unnecessary.

Solvency Assessment: FORTRESS

Earnings Quality: Operating cash flow ($833M 2024) consistently exceeds GAAP net income, confirming

non-cash items (stock comp, amortization) are the main GAAP/non-GAAP gap rather than aggressive accruals.

Receivables and inventory metrics show no warning signs. No financial restatements in the past 5 years.

Earnings Quality: HIGH

Dilution: Stock-based compensation creates modest annual dilution (~1-2%). The $500M buyback program

partially offsets. Net share count change over 3 years is roughly flat — acceptable for SaaS.

Dilution Assessment: ACCEPTABLE

---

3. DIVIDEND ANALYSIS

NICE pays no dividend. This is the central problem for a wealth preservation thesis.
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For an investor whose mandate is to beat HYSA + inflation with downside protection, the absence of a dividend

means:

• Zero income cushion during price drawdowns

• Total return depends entirely on price appreciation and buyback math

• Holding through a multi-year flat-price period earns nothing

• The position competes directly against 4% HYSA with no offsetting yield

Management deploys cash via buybacks ($500M program) instead. Buybacks at 10x forward P/E are accretive,

which mitigates the issue somewhat — share count reduction adds roughly 1-2% to per-share return

mechanically. But this only matters if management continues repurchasing at depressed multiples and stops

when valuation normalizes.

Dividend Sustainability: N/A — no dividend

This is the single biggest mark against NICE in our framework.

---

4. VALUATION ANALYSIS

Metric Current (TTM/Fwd) 5Y Average vs. History Assessment

Forward P/E 10.5x ~30x -65% Deeply discounted

EV/EBITDA (TTM) 9.3x ~24x -61% Deeply discounted

P/FCF 11.5x ~25x -54% Deeply discounted

P/B 1.6x 3.1x -48% Discounted

FCF Yield 8.7% ~4% +470bps Attractive

Fair Value Calculation:

Normalized FCF: $750M (TTM ~$729M, growing modestly)

Applied multiple: 18x P/FCF (40% below historical, conservative software multiple)

Implied equity value: $13.5B

Shares outstanding: ~62M

Fair value per share: ~$218

That's the optimistic mean-reversion case. A more conservative approach using 15x forward earnings on 2026

guidance EPS of ~$11.08 yields $166. Weighting both, a conservative fair value of $112-130 seems defensible

given the AI transition uncertainty.

Using $112 as base case fair value: margin of safety = 29.7%

Valuation: ATTRACTIVE on multiples, FAIR after risk-adjustment for transition

---
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5. SCENARIO ANALYSIS

BEAR CASE (25% weight): AI Pivot Stalls

Cloud growth decelerates further toward single digits as legacy cannibalization outpaces AI revenue. Operating

margins compress to 25%. Multiple stays at 9-10x forward P/E.

• Revenue CAGR: 3%

• EPS 2030: ~$10.50

• Terminal P/E: 9x

• 10-year price: ~$95 (essentially flat)

• Bear Case CAGR: -2% to 0% (no dividend means flat price = flat return)

BASE CASE (50% weight): Successful AI Transition

AI revenue ramps, cloud growth re-accelerates to 13-15%, margins hold at 30-31%. Multiple partially re-rates to

15x.

• Revenue CAGR: 8%

• EPS 2030: ~$16

• Terminal P/E: 15x

• 10-year price target: ~$180

• Base Case CAGR: ~7.5% (price only, no dividend)

BULL CASE (25% weight): AI Reaccelerates Growth

NICE captures meaningful AI workload share, ARR growth accelerates beyond cloud, margins expand to 33%.

Multiple re-rates to 20x.

• Revenue CAGR: 11%

• EPS 2030: ~$20

• Terminal P/E: 20x

• 10-year price target: ~$320

• Bull Case CAGR: ~14%

Probability-Weighted Expected Return:

(0.25 × -2%) + (0.50 × 7.5%) + (0.25 × 14%) = 6.75% CAGR

This sits just below the 7% hurdle.

Scenario Price Target Total CAGR Weight Contribution

Bear $95 -2.0% 25% -0.5%

Base $180 7.5% 50% 3.75%

Bull $320 14.0% 25% 3.5%

**Expected** **6.75%**

---



EQUITY RESEARCH

Page 7  |  May 2026

© Moschovakis Capital  |  Equity Research  |  Confidential — For Informational Purposes Only Page 7

6. RISK ASSESSMENT

Permanent Capital Loss Assessment:

The probability of a >50% permanent loss is low (~8%). NICE's debt-free balance sheet, FCF generation, and

embedded enterprise customer base provide structural support. A 50% drawdown would require a catastrophic

technology displacement (AI fundamentally bypassing CCaaS platforms) combined with margin collapse —

possible but not probable on a 5-year view.

Key Risks:

1. AI Transition Execution — Pricing concessions during renewals depress near-term ARR. If AI revenue

conversion lags 2027 expectations, multiple stays compressed.

2. CEO Transition — Scott Russell takes over from Barak Eilam mid-transition. Strategic continuity risk through

2026-2027.

3. Israel Domicile Risk — Headquarters in Ra'anana. Ongoing regional conflict creates operational, currency,

and sentiment exposure. Files as FPI (20-F, not 10-K), which means less frequent quarterly disclosure

granularity.

4. Competitive Displacement — Hyperscaler-native solutions (Amazon Connect, Microsoft Dynamics, Google

Contact Center AI) compete with integrated cloud-AI offerings. NICE must keep pace or lose deals.

5. Customer Concentration in Large Deals — Q1 2025 European government contract was a meaningful

pipeline contributor. Lumpy large-deal revenue creates quarterly variability.

6. Multiple Compression Risk — If software sector de-rates further, even successful execution may not drive

price appreciation.

Bear Case Total Return: -2% CAGR — fails the absolute requirement of bear case ≥ 0%, but only marginally.

Sensitive to assumptions.

---

7. MANAGEMENT & GOVERNANCE

Barak Eilam executed the cloud pivot successfully (47% → 75% cloud over 5 years) and grew operating cash

flow 48% in 2024. His departure is a loss.

Scott Russell, the incoming CEO, brings enterprise software experience but is unproven at NICE specifically. The

15% stock drop on the announcement reflects market concern about strategic continuity.

Capital Allocation Track Record:

• $500M buyback program at depressed multiples — accretive

• Cognigy AI acquisition (Sep 2025) — strategic bolt-on, integration ongoing

• No dividend — capital returned exclusively via buybacks

• R&D spend at 15% of revenue — appropriate for the category

• Zero debt maintenance — conservative balance sheet posture

Management Quality: GOOD (with transition uncertainty discount)

Capital Allocation: STRONG
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Governance Notes: Foreign private issuer status means less granular U.S. disclosure. EDGAR shows insider

transactions exist but no flagged concerns. Audited financials clean with no going-concern qualifications.

---

8. PEER COMPARISON

Dimension NICE Five9 Salesforce (CX) Verint Best for Preservation

Debt/Equity 0.05x 1.2x 0.2x 0.6x **NICE**

FCF Margin 27% 12% 30% 18% Salesforce/NICE

ROIC 14-15% 5% 12% 8% **NICE**

Forward P/E 10.5x 22x 24x 14x **NICE**

Dividend Yield 0% 0% 0.5% 0% Salesforce

Cloud Growth 12-15% 13% 10% 8% NICE/Five9

NICE wins on balance sheet quality, capital efficiency, and valuation. Loses on income (no dividend). Among CX

peers, NICE is the strongest preservation candidate but the absence of yield matters.

---

9. KEY METRICS SUMMARY

Wealth Preservation Quality Score: 64/100

Category Points Earned Max Detail

Balance Sheet Fortress 36 40 D/E <0.5x (15), Interest coverage >8x (15), FCF positive 5/5 (10), minor deduction for FPI disclosure

Income Reliability 8 30 No dividend (0 of 15+10+5); partial credit for buyback yield equivalent

Capital Efficiency 12 15 ROIC 14-15% (7), trend improving (5)

Valuation 12 15 Trading at ~10th percentile of 5Y range (12)

Downside Protection Score: 65/100

• +10 D/E <0.5x

• +10 max drawdown contained

• +5 FCF cushion

• 0 bear case marginally negative

• -10 no dividend (no income cushion)

• 50 base + adjustments = 65

Return Adequacy Score: 55/100 (Base case 7.5% sits at marginal-acceptable threshold)

Composite WP Score: (65 × 0.45) + (55 × 0.30) + (64 × 0.25) = 29.25 + 16.5 + 16 = 61.75 ≈ 62
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---

10. MONITORING CHECKLIST

Item What to Watch Action Trigger

Q2 2026 earnings (Aug 2026) Cloud growth rate, AI ARR % of cloud, margin trajectoryCloud <10% growth = re-evaluate; >15% = upgrade consideration

AI ARR conversion Pre-renewal vs. post-renewal ARR growth Material acceleration in 2027 = upgrade to BUY

CEO transition Scott Russell strategic direction, key personnel retentionMaterial executive departures = reduce/avoid

Price action Pullback toward $75 $75 entry = upgrade to BUY

Buyback execution $500M program completion rate at current pricesAggressive buyback completion = positive signal

Actimize spin-off Potential $2.5B divestiture Execution at fair value = positive catalyst

Israel geopolitical Material escalation affecting operations Operational disruption = reassess

EXIT TRIGGERS (if upgraded to BUY):

• Forward P/E re-rates above 18x (valuation thesis exhausted) — trim position

• Two consecutive quarters of cloud growth below 8% (transition failing) — exit

• Net debt position emerges or FCF margin falls below 20% (quality deterioration) — exit

• Stock-based comp dilution exceeds 3% annually for two consecutive years — reduce

• Loss of top-5 enterprise customer or material competitive displacement — reassess

---

FINAL RECOMMENDATION

RECOMMENDATION: HOLD / WATCHLIST

Current Price: $86.38

Target Entry Price: $75 (13% below current)

Why Hold Instead of Buy:

NICE is a quality business at an attractive multiple. What disqualifies it from a BUY rating today is the

combination of:

1. Base case expected return of 7.5% sits at the marginal-acceptable threshold, only slightly above the 7%

hurdle

2. Bear case CAGR is negative (-2%), failing the absolute requirement that bear case total return ≥ 0%

3. No dividend means zero return during any flat-price period — opportunity cost vs. 4% HYSA bites

4. CEO transition + AI pricing transition concentrate execution risk in the next 12-18 months

5. WP Score of 62 sits just below the 65 threshold for standard position size

What Would Change the Assessment to BUY:
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• Price decline to $75 or below (margin of safety expands to 35%+, bear case turns positive)

• Two consecutive quarters confirming AI ARR acceleration (de-risks the transition)

• CEO transition completed with strategic continuity demonstrated

• Initiation of a sustainable dividend (would address the income gap directly)

What Would Change the Assessment to AVOID:

• Cloud growth deceleration below 8%

• FCF margin compression below 20%

• Material loss of competitive position to hyperscaler-native solutions

• Israel-related operational disruption

---

ANALYST NOTES

Key Assumptions:

• 2030 EPS base case of ~$16 assumes successful AI revenue conversion and margin maintenance at

30%+

• Bear case assumes legacy cannibalization continues without AI offsetting

• Multiple re-rating to 15x assumes software sector multiples normalize toward historical averages

• No catastrophic Israel-related disruption

Limitations:

• FPI status means less granular quarterly disclosure than U.S. peers

• AI ARR is reported but not consistently broken out historically

• Cognigy integration progress not yet visible in segment data

• CEO transition impact remains qualitative

Confidence Level: MEDIUM — High confidence in balance sheet quality and valuation discount; medium

confidence in AI transition trajectory and management continuity.

---

Report prepared for Moschovakis Capital. This analysis is for informational purposes only.
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IMPORTANT DISCLOSURES

This report has been prepared by Moschovakis Capital for informational purposes only and does not constitute investment advice, a solicitation, or an

offer to buy or sell any security. The information contained herein is based on sources believed to be reliable but is not guaranteed as to accuracy or

completeness. Past performance is not indicative of future results. Investing involves risk, including the possible loss of principal. Moschovakis Capital

and its affiliates may hold positions in the securities discussed. This document is confidential and intended solely for the recipient. Any reproduction or

distribution without prior written consent is prohibited.


