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EXECUTIVE SUMMARY: THE STRATEGIC INFLECTION POINT

As we look across today’s market landscape (February 14, 2026), we see identity and access
management emerging as the Switzerland of the cloud. In a digital world that is increasingly
fragmented and balkanized, $OKTA stands out as the neutral layer where security and accessibility
meet. (see Figure 1).
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Figure 1. The “Switzerland” of identity: vendor-neutral layer across clouds

Key takeaway: We view Okta as a neutral identity layer that enables secure access across fragmented cloud ecosystems.

We believe there is now a material valuation gap that sophisticated investors should not ignore. While
much of the market remains distracted by short-term noise, our structural analysis points to $OKTA as
a high-quality compounder at a rare strategic inflection point.

Our conviction rests on a simple but powerful shift: $OKTA is no longer a speculative growth story; it is
a profitable growth platform. At the current price of $87.26, the stock trades at roughly a 32% discount
to our fair value estimate of $128.98. The company has transitioned into a cash-flow compounding
engine, generating $741 million in free cash flow with an elite SaaS FCF margin of 28.4%. With a Rule
of 40 score of 43.4% and a large emerging opportunity in Al-agent identity, we see $OKTA evolving
from a former high-burn operator into a core infrastructure utility for the digital economy. (see Figure
2).
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Executive Snapshot
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Figure 2. Executive snapshot: valuation discount and profitability inflection
Key takeaway: Okta has shifted to profitable growth, trading ~32% below our $128.98 fair value with a 28.4% FCF margin.

As we move through this brief, we will outline why we believe this specific ticker can defy broader
market volatility by securing the foundational “plumbing” of global identity and access.

IMPACT ON U.S. MARKETS: THE SAAS PROFITABILITY NARRATIVE

Across U.S. equity markets, enterprise software is undergoing a fundamental re-rating. The era of
“growth at any cost” is clearly over. In our view, $0KTA'’s profitability inflection is emerging as a new
reference point for the Saa$ sector.

As the S&P 500 and Nasdaq search for durable leadership, companies that can sustain high-teens
revenue growth while expanding margins are becoming core destinations for institutional capital.
$OKTA fits squarely into this cohort: its 18% revenue growth is now paired with rising profitability,
not incremental dilution. (see Figure 3).
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Thesis Pillar 2: The Cash Flow Inflection
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Figure 3. Profitability inflection: cash-flow compounding and Rule of 40 profile

Key takeaway: Okta’s margin expansion and cash-flow discipline position it for a SaaS re-rating toward profitable growers.

At this week’s price of $87.26, we must evaluate $OKTA in the context of a 4.09% risk-free rate.
Normally, rising bond yields—as reflected in $TLT and $IEF—compress software multiples. However,
$OKTA'’s low beta of 0.75 provides a natural defensive buffer. Even using a conservative 8% Weighted
Average Cost of Capital (WACC), the stock’s Price-to-FCF of 20.9x still screens attractively versus the
peer group. (see Figure 4).
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Valuation: Deeply Discounted
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Figure 4. Valuation framework: intrinsic value versus current price under conservative assumptions

Key takeaway: Using an 8% WACC framework, Okta screens attractive on price-to-FCF and our intrinsic value work suggests
mispricing.

We are observing a clear divergence: high-quality Rule of 40 names are beginning to decouple from
broader $QQQ volatility. In our view, this is only the first layer of a larger global transition toward
decentralized, vendor-neutral security.

IMPACT ON EUROPE AND GLOBAL MARKETS: THE SECULAR SHIFT
TO ZERO-TRUST

Global demand for digital security infrastructure is a secular force largely insulated from regional
macro cycles. The global identity market is projected to reach $17.2 billion by 2030, and we see this as
a baseline rather than an optimistic case. (see Figure 5).
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The Market Opportunity (TAM)
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Figure 5. Market opportunity: identity TAM expanding toward 2030
Key takeaway: We treat the $17.2B by 2030 identity market projection as a baseline under secular zero-trust adoption.

For multinational enterprises, vendor neutrality is not a luxury; it is a strategic requirement.
Organizations operating simultaneously across AWS, Azure, and Google Cloud need a security and
identity layer that does not force them into a single ecosystem.

Here, $OKTA’s role as a global utility is reinforced by more than 7,000 pre-built integrations. This
extensive integration fabric enables $0KTA to benefit regardless of which cloud provider dominates a
particular region. For European and Asian enterprises especially, where regulatory and strategic
concerns intensify the desire to avoid overreliance on a single hyperscaler, §OKTA becomes the
essential neutral identity provider.

This global utility status naturally leads us into the competitive dynamics that define the identity
ecosystem.

SECTORAL MOVEMENTS AND SPECIFIC IDEAS: THE IDENTITY
ECOSYSTEM

The central competitive tension in this space lies between $OKTA’s best-of-breed, neutral architecture
and the bundled, “good-enough” offering of $MSFT Entra ID.

Microsoft continues to deploy aggressive bundling strategies to lock in the lower end of the market.
However, $OKTA maintains a dominant ~41% share of the workforce identity market among large
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enterprises, where buyers are less price-sensitive and more focused on security depth, cross-platform
capability, and long-term flexibility.

These high-value customers consistently choose $OKTA’s agnostic, multi-cloud design over free or
heavily discounted bundled alternatives that lack equivalent reach and sophistication across non-
Microsoft environments.

From a valuation standpoint, the disconnect is striking. Peers such as $SNOW, $DDOG, $NET, and $ZS
trade at 8x-12x revenue, while $OKTA trades at only 5.3x revenue. This mispricing underpins our
decision to designate $OKTA as our High-Conviction Monitor ticker.

We also note the recently authorized $1 billion share buyback program, representing approximately
6.5% of the free float. We interpret this as a clear internal signal of confidence—management is using
balance sheet strength to exploit what we view as a market failure to appropriately price the
company’s terminal value.

GREY RHINOS: THE UNDERVALUED SIGNALS OF 2026

The most important Grey Rhino—the large, obvious risk and opportunity that the market is still
underpricing—is the transition to Al identity.

As enterprises roll out autonomous Al agents, they must manage not only human access but also
machine-to-machine permissions, credentials, and entitlements. We see AuthO for Al Agents as the
natural evolution of $0KTA'’s platform, opening up a new and significant addressable market, including
the $12.8 billion federal sector. (see Figure 6).

Thesis Pillar 1: Al Identity is the “Killer App”
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Figure 6. Al-agent identity: expanding governance needs beyond human users
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Key takeaway: Al agents expand identity governance beyond humans; we see AuthO for Al Agents opening additional TAM
including the $12.8B federal sector.

While much of the market still frames $OKTA primarily as a “people login” company, we view it
instead as the emerging operating system for machine-to-machine trust.

On the financial side, we believe investors are undervaluing the magnitude of $OKTA’s EBITDA margin
expansion. The company is targeting a 2,700 bps uplift, moving from 0.96% EBITDA margin to 28% by
2030. This shift is supported by a fortress balance sheet, including $1.67 billion in net cash and a
conservative 0.13x Debt-to-Equity ratio. (see Figure 7).

Thesis Pillar 3: Fortress Balance Sheet & Optionality
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Figure 7. Fortress balance sheet and capital allocation optionality

Key takeaway: Net cash of $1.67B and low leverage support buybacks and reinvestment as margins expand toward 28% by
2030.

While some investors remain anchored to past Lapsus$ security incidents, we find the 95% customer
retention rate to be the more telling metric. It suggests high switching costs and deeply entrenched
trust, which, in our view, invalidate the outdated “permanently damaged” narrative.

OUR SCENARIOS AND PROBABILITIES: MODELING THE 18-MONTH
HORIZON

At MoatPeak, we rely on probabilistic modeling rather than point forecasts, acknowledging uncertainty
while quantifying its range.

For the next 18 months, we frame $OKTA’s potential outcomes as follows: (see Figure 8).
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Probability-Weighted Scenarios
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Figure 8. Probability-weighted scenarios over the next 18 months
Key takeaway: Our base/bull/bear framework spans $51.87-$199.00, with an expected value of $123.12.

BASE CASE Probability: 50% Revenue CAGR: 18% EBITDA Margin Target: 28% Fair Value: $120.77
BULL CASE Probability: 25% Revenue CAGR: 25% EBITDA Margin Target: 35% Fair Value: $199.00
BEAR CASE Probability: 25% Revenue CAGR: 8% EBITDA Margin Target: 15% Fair Value: $51.87

We see the March 4, 2026 Q4 earnings report as the key trigger event for value realization. Specifically,
we will be watching for:

e Remaining Performance Obligation (RPO) growth above 13%, as a signal of sustained enterprise
demand.
¢ Free Cash Flow margins approaching 31%, as confirmation of operating leverage.
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Risk Radar & Invalidation Triggers
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Figure 9. Risk radar and invalidation triggers

Key takeaway: We monitor RPO growth and FCF margins as thesis health indicators; deterioration would challenge the re-
rating case.

In parallel, we will monitor Al-agent ARR traction and the execution pace of the $1 billion buyback
program. Strong delivery on these fronts would, in our view, justify a multiple re-rating. (see Figure
10).
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Figure 10. Upcoming catalysts and monitoring milestones

Key takeaway: March 4, 2026 is the near-term catalyst; subsequent proof points include Al-agent ARR traction and buyback
execution.

MOATPEAK INSIGHTS: CAPITAL CYCLES AND REFLEXIVITY

Using a capital cycle framework, we interpret the $1 billion buyback as a highly rational and value-
accretive capital allocation move.

By retiring approximately 6.5% of the 177 million shares outstanding at what we estimate to be a 32%
discount to fair value, management is effectively concentrating the long-term earnings power of each
remaining share. This is a textbook example of capital exiting the sector where sentiment is depressed
(largely due to fears of $SMSFT bundling), just as fundamentals are strengthening.

We also see a positive reflexivity loop taking shape. As free cash flow scales to $741 million, $OKTA
can reinvest in its competitive moat—now more than 7,000 integrations strong—without relying on
external capital. Its low beta of 0.75 helps keep the cost of capital contained, even in volatile markets,
reinforcing its ability to invest through cycles.

While consensus commentary often fixates on competitive threats, we remain focused on the
unshakable terminal value of a vendor-neutral identity utility at the heart of cloud and Al
infrastructure.

WHAT THIS MEANS FOR THE RETAIL INVESTOR: THE 2026
ROADMAP

For partners and retail investors holding $OKTA into 2026, we categorize the name as a High-Quality
Compounder with asymmetric risk-reward. (see Figure 11).
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Portfolio Decision Checklist

High Quality Compounder? Yes (Quality Score 8.6/10).

<w Secular Tailwinds? Yes (Al + Zero Trust Security).
|

V Safety Margin? Yes (Trading at ~21x P/FCF vs 30x Fair Value).

¢ Financial Health? Yes (Net Cash Positive).

Final Recommendation: HIGH-CONVICTION BUY
Action: Accumulate at <S95.

Figure 11. Portfolio decision checklist: what to track into 2026

Key takeaway: For 2026 holders, we frame Okta as a fundamentals-driven compounder anchored on RPO and FCF margin
execution.

Our modeling indicates an expected value of $123.12, which implies approximately 41% potential
upside from current levels. In our view, the key to owning this position is to de-emphasize daily price
noise and instead track structural progress.

We recommend focusing on two core indicators:

e RPO growth, as the clearest window into forward enterprise demand.
e Free Cash Flow margins, as the signal of sustained operational leverage.
If these metrics remain on track, we believe the valuation gap will eventually close. In that context, we

do not see $OKTA as a speculative Al trade, but rather as a disciplined, fundamentals-driven
investment in the identity and security backbone of the coming Al decade.
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MoatPeak — Independent Research

MoatPeak is an independent macroeconomic and sector-focused research platform dedicated to
helping investors navigate complex market regimes through scenario-based analysis, institutional
synthesis, and disciplined risk frameworks. Our research integrates insights from global investment
banks, asset managers, and macroeconomic data sources, translated into clear, actionable perspectives
for long-term, strategic investors. MoatPeak is not affiliated with any financial institution, broker-
dealer, or asset manager.

Important Disclosures & Disclaimer

This report is provided for informational and educational purposes only and does not constitute
investment advice, a recommendation, an offer, or a solicitation to buy or sell any securities, financial
instruments, or investment products. All views expressed reflect the author’s judgment at the time of
publication and are subject to change without notice. Past performance is not indicative of future
results. Investing involves risk, including the potential loss of principal. MoatPeak does not provide
personalized investment advice and does not consider the investment objectives, financial situation, or
specific needs of any individual reader. Readers are encouraged to conduct their own research and
consult with professional advisors before making any investment decisions. While the information
contained herein is believed to be reliable, it is derived from publicly available sources and third-party
materials. MoatPeak makes no representation or warranty as to the accuracy, completeness, or
timeliness of the information provided.

Intellectual Property & Usage

© 2026 MoatPeak. All rights reserved. This report, including its content, structure, analysis, charts, and
visual elements, is the intellectual property of MoatPeak and may not be reproduced, redistributed, or
transmitted, in whole or in part, without prior written permission.

Contact
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