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Abstract 

This business case focuses on the M&A process and all the topics that come along with it, by 

analysing from a practical point of view the acquisition of the wearables high-tech company 

Fitbit Inc. by the tech giant Alphabet Inc. Such case has the aim to provide in particular a deep 

understanding of this acquisition, and more in general about all the considerations that have to 

be made in M&As within the technology sector, and it provides an overview under a strategic, 

financial, and methodological point of view.  

 

Keywords: Merger & Acquisition, Synergies, Smartwatch. 

 

Introduction 

Before the end of 2019 a major acquisition deal in the tech industry was announced, and it 

involved the Silicon Valley-based smartwatches manufacturer Fitbit Inc being acquired by the 

tech giant Alphabet Inc. The deal was officially made public on November 01, 2019, but 

rumours were already out since early October 2019, when Fitbit stock price started to see steep 

increases in a manner of just a few days. Such acquisition will bring a new major player in the 

broad wearable devices industry with financial resources and specialized know-how that will 

make the current competitors such as Apple and Samsung feel higher pressure. The question is 

whether Alphabet will be able to efficiently integrate Fitbit’s technology and know-how with 

its own resources in order to achieve a strong competitive advantage? Will Alphabet’s 

management team be conscious of what the future potential of such acquisition could bring and 

be able to fully extrapolate and exploit the benefits coming from it? Will Fitbit’s devices gain 

market share or will end up losing it to its competitors? Only the time will show the answer, 

but this will depend upon the ability of Alphabet to effectively and efficiently integrating Fitbit 

within its business and to fully give off the synergies that the acquisition could generate.             
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As well as, such acquisition could be worth the price paid if Alphabet will be able to fully 

generate synergies, identify trends that wearables will create within the healthcare industry and 

gain a relevant position in this field by betting on Fitbit’s products, brand, partnerships, 

innovations, and all other features it can offer. 

 

The Smartwatch Market 

The smartwatch market, part of the broader wearable devices market, represents the new trend 

in the digital market, and rapid advancements in the Integrated Circuits are expected to propel 

further growth in the market in the near future. According to a report issued by 

ResearchAndMarkets.comi in December 2019, the smartwatches market was valued at $ 48.14 

billion in 2018 and is expected to reach a market value of $ 130.55 billion by 2024, by 

increasing at a CAGR of 18.23% during the forecast period 2019-2024.  

The main drivers for growth are increasing demand from sport people and athletes for wireless 

sports and fitness devices that can be synchronized with smartphones; increasing health 

awareness among customers, who can use smartwatches to take the required precautions in 

advance by consulting doctors and easily monitor their health parameters; and entrance of a 

large number of manufacturers along with ongoing technological advancements. Innovative 

features such as tracking, alerts, GPS, and connectivity in smartwatches have lately caught 

consumers’ interest. Also, the integration of IoT (Internet of Things) is expected to increase the 

capability of smartwatches to serve the purpose of multiple apps and devices, and to allow 

smartwatches to interact with other IoT devices to vastly improve a user’s quality of life. On 

the other side, some major constraints that can limit growth in the coming years could be lack 

of awareness about the utility of smartwatches, high costs, and absence of proper IT 

infrastructure. 



3 
 

The global smartwatch market can be segmented by product as extension, standalone, and 

classic; by application as personal assistance, medical, sports, and others; by operating systems 

as WatchOS, WearOS/Android, TizenOS, and others; and by region as North America, Europe, 

APAC (Asia-Pacific), and LAMEA (Latin America, and Middle-Eat & Africa)ii. The 

standalone segment accounts for the largest market share within the global smartwatch market 

due to features such as virtual sim card acceptance, wireless operations, and access to the 

internet. Key players operating in the fragmented global smartwatch market are Apple, in a 

leading position with  6.8 million of units sold worldwide, accounting for approx. 48% market 

share in Q3 2019, followed by Samsung, Fitbit, and others (Fossil, Garmin, Lenovo, LG, 

Huawei) (Exhibit 1)xvi. The largest and fastest growing geographical market is North America 

due to recent innovations in smartwatch products and technological applications. Also, the 

elevated numbers of obese and overweight population in North America is leading the increase 

in the adoption of smartwatches to monitor health parameters. Europe and APAC follow North 

America in leading a dominant market share due to the rise of disposable income, urbanization 

and industrialization. The Middle-East & Africa is expected to achieve a steep growth rateiii. 

Since smartwatches are similar to mobile phone devices with a touchscreen display, more and 

more people are using these watches instead of traditional watches. Several manufacturers are 

adding the “healthcare factor” to differentiate smartwatches from smartphones in terms of 

operations and to overcome customers’ resistance to adopting such product. Furthermore, 

increased adoption of smartphones coupled with fast internet connectivity and important 

investment by governments to build smart cities is likely to stimulate the growth of the global 

smartwatch market in the coming yearsiv.  

As reported by Steven Waltzer, senior analyst at Strategic Analytics, “Global smartwatch 

shipments grew an impressive 42% annually from 10.0 million units in Q3 2018 to 14.2 million 



4 
 

in Q3 2019. Smartwatches growth continues to soar, as consumers increasingly accessorize 

their smartphones with fitness-led and health-focused wearables”v. 

 

Alphabet And The Smartwatch Market 

Alphabet is a company with over $161 billion in annual revenue in 2019 alone, from different 

sources and businesses, primary from advertising (Exhibit 2), and with over $232 billion of 

assets and liabilities (Exhibit 3.a, 3.b, 3.c, 3.d). Alphabet Inc., or best known as Google, is a 

multinational conglomerate established in 1995 in Mountain View, California. Alphabet can be 

seen as a collection of companies, the largest of which is Google, and represents the world’s 

fourth-largest technology company by revenue and one of the world’s most valuable 

companies. Through its several businesses, such as Google Maps, YouTube, Chrome, and 

Android, it has over a billion users.  The main source of revenue for Alphabet comes from 

Google’s advertisement segment, with other revenues coming from Cloud, Search, and other. 

Alphabet is a revolutionary company in constant search for internet innovations; indeed, the 

conglomerate invests at the scale of the opportunities and resources that it individuates as suchvi. 

Back in 2012, Alphabet entered the smartwatches market with its own operating system 

WearOS (previously called Android Wear), which had the aim to replicate the Android model 

with watches: meaning distributing its free software WearOS in order to be adopted by other 

smartwatch companies as operating system for their devices. In the beginning companies such 

as Samsung, LG, and Motorola adopted Alphabet’s software, but shortly after this plan did not 

go well as expected. It ended up being a failure: such integration model did not pan out, and the 

vision of Alphabet’s ecosystem did not develop as it did for Android phones, therefore there 

was no incentive for component makers to support smartwatches. After that, companies such 

as Samsung started to develop their own operating system for their smartwatches, which led to 

an increasing visibility and expansion in market share.vii 
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As an effort to stay competitive in the smartwatch market, in early 2019 Alphabet acquired 

Fossil’s technology for $40 millionviii, in order to improve it and supply the watch company 

with the operating system behind their smartwatches. The Alphabet’s $40 million Fossil deal 

was aimed to acquire hybrid smartwatch tech, research and development team, and engineering 

teamix. Such strategic move was executed in order to develop Alphabet’s own dedicated team 

with hardware experience working on its WearOS software platform and potentially on new 

smartwatch designs as well. Indeed, Alphabet ended up using Fossil’s hybrid smartwatch 

technology on its own products. 

As of late 2019, Alphabet still does not have its own hardware for WearOS, and Alphabet’s 

software still represents a relatively small player in the smartwatch game, with Apple, Samsung, 

and Fitbit accounting for over 88% of US smartwatch sales in 2019x, according to a report from 

NPD Groupxi, and over 70% global market share, according to Strategy Analyticsxii.  

Moreover, the problem for Alphabet is that its partners in this market are not growing fast 

enough nor do they control meaningful market share. In Q3 2019, Apple Watch hold 48% of 

worldwide sales market share up from 45% in the previous year. Samsung, with its Gear line 

of watches built on Tizen operating system, hold the second position with 13.4%. While Fitbit 

commanded 11.3% market share in Q3 2019, down from the 15% registered in Q3 2018. 

Alphabet’s WearOS partners can be found in the “other category”, where the largest of these 

device makers is Fossil Group with 4.1% share in Q3 2019, down from 4.3% in Q3 2018, 

according to Strategy Analytics (Exhibit 1)xix. The trend lines threaten to make WearOS 

irrelevant in the coming years, if no action is taken by Alphabet to compete more efficiently 

with Apple and Samsungxiii. 
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Fitbit Overview 

Company Story 

Fitbit Inc. was founded in early 2007 by James Park (CEO) and Eric Friedman (CTO), whom 

in just 10 years transformed a hardware startup into a worldwide recognized tech company. 

Being a pioneer in manufacturing health and fitness trackers, Fitbit has been able to create a 

fitness trend around the world, becoming a $4 billion company. The smartwatch company’s 

CEO James Park in an interview commented on Fitbit’s success: “It was the right product at 

the right time at the right price point”. However, Fitbit did not become a successful company 

right away, but went through the risk of going bankrupt seven times.  

Fitbit launched its first tracker towards the end of 2009, and sold out on the first day of pre-

orders, setting a very profitable margin. Since then, Fitbit has continuously developed 

innovative products, raised capital through multiple funding rounds, and acquired other smaller 

companies to strengthen its position in the marketxiv.  

Company profile 

Fitbit Inc. is a provider of fitness and health devices, which combines these devices with mobile 

applications and software dashboard, data analytics, motivational and social tools, personalized 

insights and virtual coaching through interactive workouts and customized fitness plans for 

each user. Fitbit’s latest smartwatch is the Fitbit Versa 2 (Exhibit 4), with a starting price of 

$199.95 (compared to Apple Watch Series 5 at $399 and Samsung Galaxy Watch 46mm at 

$349.99). The Fitbit Versa 2 includes Amazon Alexa built-in, 24/7 hearth rate tracking, sleep 

tracking, Spotify, Fitbit Pay, headphones wireless connection, 6+ day battery life, and more 

among other smart, exercise, design style, and health featuresxv.  

In addition, the company offers various other fitness devices, including Fitbit Zip, Fitbit One, 

Fitbit Flex, Fitbit Flex 2, Fitbit Charge, Fitbit Charge 2, Fitbit Blaze, Fitbit Charge HR, Fitbit 

Surge, Fitbit Accessories and Ariaxvi.  The trackers can be synced to smartphones via bluetooth, 
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and users have the ability to log their food, activities, and weight, to track over time, and they 

can set goals with a daily or weekly periodicity for themselves regarding steps, calories burned 

and consumed, and distance walked. Furthermore, the Fitbit app can be used without a tracker 

for count calories on a lifestyle app, and it also offers a community page where users can 

challenge themselves and compete against each other. Therefore, Fitbit’s app incorporates a 

social element for stimulating the use and for spreading the word among usersxvii. 

What Worked for Fitbit 

Despite all initial struggles, controversies, and legal issues, Fitbit has been able to secure a 

unique place in the wearable industry by experimenting several innovative strategies. Fitbit 

went from increasing awareness about fitness to installing a sense of competition among people 

in order to make fitness a social experience, thanks to a combination of marketing savvy and 

compelling software such as its apps and desktop dashboard, which allow users to connect and 

compete with each other.  

Moreover, Fitbit implemented corporate wellness and workplace wellness programs, which 

determined an increase in brand awareness through word-of-mouth marketing (representing for 

Fitbit the main marketing model adopted). It also partnered with health-focused companies and 

hunger relief organizations, creating programs where Fitbit users could exchange calories 

burned for food to be donated to such organizations (e.g., Feeding America – FitForFood 

program, 2015)xiv. Finally, the initial strategy of partnering with Best Buy for the distribution 

of Fitbit’s products was a wise move, because it is now present in over 30.000 stores in 28 

countries, and to build up by itself such an impressive distribution channel otherwise it would 

have taken years for a startup alone offering a new category of productsxviii. 
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Financials 

According to Statista, in 2019 Fitbit Inc. represented the fifth largest vendor of wearables 

worldwide per unit shipments (Exhibit 5), having a market share of 4.7% within the broad 

wearables market worldwide, while within the smartwatch market alone Fitbit is third with a 

market share in 2019 of 11.3%. However, Fitbit in 2017 and 2018 registered a decrease in 

number of devices sold worldwide, respectively 15.3M and 13.9M units, to increase to almost 

16M units in 2019 (Exhibit 6), accompanied by a decrease in revenue, respectively $1.6B, 

$1.5B and $1.4B (Exhibit 7), in operating income, respectively -$201M, -$189M and -$320M 

(Exhibit 8), and in net income, respectively -$277M, -$186M and -$320M (Exhibit 9); even 

though it reduced its operating expenses, respectively $892M, $793M and $748 (Exhibit 10), 

and raised the number of active users in the period 2017-2019, respectively 25.4M, 27.6M and 

29.6M users (Exhibit 11)xix. All detailed items are available in Fitbit’s consolidated financial 

statements (Exhibit 12.a, 12.b, 12.c, 12.d, 12.e)xx. 

Stock Price And Premium 

Since its IPO on June 18, 2015 Fitbit’s share price has been declining more than 78% (as of 

February 14, 2020, according to Koyfin.com, compared with the S&P500 which gained over 

74% return in the same period), with a spike in prices of around +16% on November 01, 2019 

(Exhibit 13) when was announced the acquisition by Alphabet Inc. before market opening, 

registering also a few slighter increases in the days before, in general due to acquisition’s 

rumours and in particular due to a bidding war with another contestant for acquiring the 

smartwatch company (more detailed explanation in the following paragraphs), followed by 

minor decreases the days right after (Exhibit 14). 

During the period October 07, 2019 – November 07, 2019, Fitbit’s stock price climbed 82.72% 

(Exhibit 15), while Alphabet’s rose 8.17%. 



9 
 

By taking a closer look at Fitbit’s stock price movements prior the announcement (Exhibit 14), 

is possible to notice that the price kept increasing since four weeks prior, and therefore going 

from a 4-week premium of 86.55% to an effective premium of just 2.94% on the day of the 

announcement (Exhibit 16). 

What’s Ahead 

To this point, Fitbit has set itself as one of the market leaders in the wearables tech category, 

but in the last few years it has been facing tough competition mainly from Apple and Samsung. 

For Fitbit to thrive, it is necessary to be much more than just an activity tracking company, 

meaning getting into more detailed clinical research and creating devices that can make 

lightweight medical diagnoses. That means moving into niche markets by making devices for 

very specific kinds of activities, and moving into healthcare and corporate healthcarexxi. 

 

Acquisition Alphabet–Fitbit  

Alphabet Stepping Up In The Smartwatch Market 

Apple has demonstrated that smartwatches can be big business, and the Apple Watch has 

dominated the market since its release in 2015. Alphabet, in contrast, has failed to have a 

meaningful impact in the market, despite the release of Android-based operating system called 

WearOS. Alongside, Fitbit was also unable to produce a smartwatch that could compete with 

the Apple Watch, so in early 2017 the company bought its way into contention by acquiring the 

smartwatch pioneer Pebble. However, that has not been good enough to keep Fitbit viable, 

losing over 70% of its stock value since its Initial Public Offering back in 2015, making it an 

even more desirable acquisition target for Alphabet. With the purchase of Fitbit, Alphabet 

upgrades itself from the smartwatch ranking “Other” with WearOS, to stepping up into second 
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or third place in the industryxxii, and suddenly becoming one of the main contenders in a global 

smartwatch market that is projected to be worth $130.55 billion by 2024xxiii.  

Apple and Samsung are certainly going to feel the pressure created now by the resources of 

Alphabet combined with Fitbit’s smartwatch intellectual property and marketplace.                        

A combination that could potentially disrupt the current competitive environment within the 

wearables industry, but also within other industries such as healthcare. 

The Deal 

In early October 2019 it started spreading the rumour of a possible acquisition of Fitbit by 

Alphabet. On October 28, 2019, Reuters reported that Alphabet Inc. made an offer to acquire 

Fitbit Incxxiv. On that day, Fitbit’s share price rose almost 31% from the previous trading day 

(Exhibit 14). However, Alphabet was not the only bidder interested in acquiring the wearables 

company, and this triggered a bidding war. According to a Securities and Exchange 

Commission (SEC) filingxxv, two firms were aggressively bidding to acquire Fitbit Inc.       

CNBC in early November 2019 reported that Alphabet started with a written non-binding offer 

of $4.59 per share made on October 02, 2019, then declined by Fitbit which asked for $6.00 per 

share. Alphabet came back with $5.05 per share, but subsequently a non-disclosed bidder at 

that time (which later will be known to be Facebook), offered $5.90 per share. The two bidders 

started a bidding war, which ended shortly after on October 13, seeing Alphabet as winner by 

offering Fitbit a price per share of $7.35, valuing the company at about $2.1 billion, and 

agreeing for an all-cash deal, announced to the public on November 01, 2019 before market 

openxxvi. That day Fitbit’s share price rose of about 16% reaching a closing price of $7.14, and 

over 30% the days preceding the official announcement (Exhibit 14 and Exhibit 15).                   

In a virtual meeting held on January 03, 2020, Fitbit’s shareholders voted favourably on the 

company’s acquisition, which is expected to be concluded in early 2020, and currently is 

pending approval by regulators. 
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James Park, co-founder and CEO of Fitbit commented on the acquisition: “Working with 

Alphabet gives us an opportunity to transform how we scale our business, allowing us to reach 

more people around the world faster, while also enhancing the experience we offer to our users 

and the healthcare system. This collaboration will accelerate the pace of innovation to define 

the next generation of healthcare wearables”. Then he added: “Alphabet is an ideal partner to 

advance our mission. With Alphabet’s resources and global platform, Fitbit will be able to 

accelerate innovation in the wearables category, scale faster, and make health even more 

accessible to everyone. I could not be more excited for what lies ahead”.  

While from Alphabet’s side, Rick Osterloch, Senior Vice President of Devices & Services, said: 

“Fitbit has been a true pioneer in the industry and has created terrific products, experiences and 

a vibrant community of users. Over the years, Alphabet has made progress with partners in this 

space with Wear OS and Google Fit, but we see an opportunity to invest even more in Wear 

OS as well as introduce Made by Google wearable devices into the market. By working closely 

with Fitbit’s team of experts, and bringing together the best Artificial Intelligence, software and 

hardware, we can help spur innovation in wearables and build products to benefit even more 

people around the world. We're looking forward to working with the incredible talent at Fitbit, 

and bringing together the best hardware, software and AI, to build wearables to help even more 

people around the world”xxvii. 

Financials 

According to Qatalyst Partners, the financial advisor hired by Fitbit Inc. for carrying out the 

acquisition, comparable companies that might be used for Fitbit’s valuation include Apple, 

Samsung, Garmin, GoPro, Fossil Group, just to mention a few (Exhibit 17). Such comparable 

companies have similar features to Fitbit for products sold, sizes, reference market, target 

customers, marketplace, and technology.  
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As it is typical of every M&A deal, synergies constitute the main catalyst driving such deals, 

and, according to a Deloitte analysisxxviii, synergies in the Telecommunication, Media and 

Technology sectors represent a median of 8% (range 3%-37%) of the target’s revenue, while 

the range of cost synergies goes from 1% to 6%, with a median of 3%. Usually synergies start 

showing their effect in a second moment following the acquisition and last for a few years. 

After that period is more logical to assume for companies growth rates that replicate the GDP 

growth rate experienced in the past and in the countries where the company most get its revenue 

from. Synergies, similarly to cash flows, can be discounted using the WACC of the company. 

Fitbit Inc. provides its own forecasts (2020-2021) for revenue, costs, EBITDA, net income 

(loss), and Earnings Per Share (Exhibit 18). Detailed multiples and other financial ratios of 

Fitbit Inc. can be found in Exhibit 19. Regarding Alphabet Inc., valuation multiples such as 

Price/Earnings, EV/Revenue, EV/EBITDA, and more, are reported in Exhibit 20. As of Q3 

2019, the outstanding number of shares (as weighted average) for Fitbit is 285.7 million, while 

for Alphabet is 692.7 million. 

Qatalyst Partners indicates as Weighted Average Cost of Capital (WACC) for Fitbit a range of 

12.5% – 16.5%, an indicative tax rate of 25%, and a representative EV/Revenue range of 0.3x 

– 0.8x, with an implied range of Fitbit’s price per share of approximately $3.36 – $5.91 as of 

end of Q3 2019. Qatalyst Partners built its own projections for the valuation of Fitbit Inc., which 

are reported in Exhibit 21. Detailed information on how Qatalyst Partners performed Fitbit’s 

valuation through both Discounted Cash Flow and Multiples method are illustrated in Exhibit 

22xxix. 

Beta, equity market value, total debt, cash, and enterprise value for each comparable company 

are reported in Exhibit 23. Capital markets data such as risk-free rate and equity risk premium 

are illustrated in Exhibit 24.a. Additional data useful for the case are shown in Exhibit 24.b.  
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To conclude, in Exhibit 25.a, Exhibit 25.b, and Exhibit 25.c is reported an overview of Fitbit’s 

future specifically regarding operating results, revenue growth, profitability, and financial 

performance. 

Challenges 

With over 28 million active users across the world, Fitbit has collected enormous amounts of 

health data. Alphabet’s acquisition of Fitbit can raise concerns by users over their privacy. 

However, Alphabet has already confirmed that the company will neither sell any Fitbit users’ 

data nor use it for advertising purposes, and it will make available the option for users to review, 

move, or delete all data that was ever stored through Fitbit’s devicesxxx. 

Moreover, it is important to see if Alphabet will be able to integrate within its business Fitbit’s 

technology efficiently and deliver attractive products and services, as it did when acquired HTC 

and came up with the successful Google Pixel, on the opposite to the failure represented by the 

acquisition of Motorola or Nest, for instance. 

Opportunities Ahead 

Alphabet has spent years trying (and largely) failing to break into the wearables market with its 

WearOS platform, but it has struggled to make a real impact. Fitbit’s hardwares are known to 

always been efficient and functional, giving Alphabet a much sounder foundation to build on 

for future Android-integrated wearables devices. The company’s high focus on fitness tracking 

could genuinely be integrated into Alphabet’s Google Fit apps, too, creating a strong alternative 

to the Apple Watch’s deep fitness tracking integration with the iPhonexxxi. 

Besides the devices and technology themselves brought by Fitbit, Alphabet might be looking 

to establish itself within the healthcare tech space, as are trying to do Apple and other rivals. 

Indeed, such competitors have identified healthcare as the next big thing in the tech world, 

attracted by the expectations of high profits for those who can help to simplify an intricate and 
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tortuous system. According to an estimate from Statista, in fact, the healthcare tech space could 

be worth $24 billion in 2020xxxii.  

The wearables industry is a relatively young business, and it has a lot of applications within 

different industries, and a broad and profitable future as technological innovations keep 

advancing. The question now is what role will Alphabet play in such business, will Alphabet’s 

management team be able to integrate efficiently and effectively Fitbit, and will Alphabet keep 

acquiring other companies to gain a leading position against Apple and Samsung, or will it be 

able to grow organically thanks to Fitbit’s acquisition? And more in general, to what extend 

could smartwatches and other wearables devices be used in people’s day to day life, and 

generating new sources of revenue for companies, and how could the wearables industry scale 

and grow in the medium-long term? 
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Exhibit 1 – Global Smartwatch Unit Shipment By Vendor 2014-2019 (Quarterly) 

 

Source: Statista, Strategy Analytics 

 

Exhibit 2 – Alphabet Inc. Revenue Segmentation 2017-2019 

 

Source: Alphabet Inc. – Annual Report 2019 



Exhibit 3.a – Alphabet Inc. Consolidated Balance Sheet 2018-2019 

 

Source: Alphabet Inc. – Annual Report 2019  



Exhibit 3.b – Alphabet Inc. Consolidated Statements Of Income 2017-2019 

 

Source: Alphabet Inc. – Annual Report 2019  



Exhibit 3.c – Alphabet Inc. Consolidated Statements Of Stockholders’ Equity 2017-2019 

 

Source: Alphabet Inc. – Annual Report 2019  



Exhibit 3.d – Alphabet Inc. Consolidated Statements Of Cash Flows 2017-2019 

 

Source: Alphabet Inc. – Annual Report 2019  



Exhibit 4 – Fitbit Versa 2 

 

 

Source: Fitbit, Inc. 

 

Exhibit 5 – Wearables Unit Shipments Worldwide By Vendor 2014-2019 

 

Source: Statista 



Exhibit 6 – Number Of Fitbit Devices Sold Worldwide 2010-2019 

 

Source: Statista 

 

Exhibit 7 – Fitbit Inc. Annual Revenue Chart 2010-2019 

 

Source: Statista 



Exhibit 8 – Fitbit Inc. Operating Income/Loss Chart 2010-2019 

 

Source: Statista 

 

Exhibit 9 – Fitbit Inc. Net Income/Loss Chart 2010-2019 

 

Source: Statista 



Exhibit 10 – Fitbit Inc. Operating Expenses By Segment 2010-2019 

 

Source: Statista 

 

 

Exhibit 11 – Fitbit Inc. Number Of Active Users 2012-2019 

 

Source: Statista 



Exhibit 12.a – Fitbit Inc. Consolidated Balance Sheet 2018-2019 

 

Source: Fitbit Inc. – Annual Report 2019  



Exhibit 12.b – Fitbit Inc. Consolidated Statements Of Operations 2017-2019 

 

Source: Fitbit Inc. – Annual Report 2019 

 

Exhibit 12.c – Fitbit Inc. Consolidated Statements Of Comprehensive Loss 2017-2019 

 

Source: Fitbit Inc. – Annual Report 2019 

  



Exhibit 12.d – Fitbit Inc. Consolidated Statements Of Cash Flows 2017-2019 

Source: Fitbit Inc. – Annual Report 2019 

 

  



Exhibit 12.e – Fitbit Inc. Consolidated Statements Of Stockholders’ Equity 2017-2019 

 

Source: Fitbit Inc. – Annual Report 2019 

 

Exhibit 12.f – Fitbit Inc. Key Business Metrics 

 

Source: Fitbit Inc. – Annual Report 2019 

 

 



Exhibit 13 – Stock Price Trend Of Fitbit Inc., Alphabet Inc., And S&P500 

 

Source: Koyfin.com 

 

 

Exhibit 14 – Daily Adjusted Closing Price And Returns Of Fitbit Inc. And Alphabet Inc. 

 

Source: Koyfin.com 

 Date
FIT - Adj. Clos 

Price $e

Daily 

Return

GOOG - Adj. 

Close Price $

Daily 

Return

07/11/2019 6.98 -0.71% 1,308.86 1.32%

06/11/2019 7.03 -0.42% 1,291.80 -0.02%

05/11/2019 7.06 0.28% 1,292.03 0.05%

04/11/2019 7.04 -1.40% 1,291.37 1.38%

01/11/2019 7.14 15.53% 1,273.74 1.08%

31/10/2019 6.18 5.46% 1,260.11 -0.09%

30/10/2019 5.86 -3.14% 1,261.29 -0.11%

29/10/2019 6.05 7.27% 1,262.62 -2.12%

28/10/2019 5.64 30.86% 1,290.00 1.97%

25/10/2019 4.31 -1.60% 1,265.13 0.33%

24/10/2019 4.38 -2.45% 1,260.99 0.15%

23/10/2019 4.49 2.51% 1,259.13 1.31%

22/10/2019 4.38 5.04% 1,242.80 -0.27%

21/10/2019 4.17 8.03% 1,246.15 0.05%

18/10/2019 3.86 -3.02% 1,245.49 -0.60%

17/10/2019 3.98 6.42% 1,253.07 0.76%

16/10/2019 3.74 8.41% 1,243.64 0.05%

15/10/2019 3.45 -5.22% 1,243.01 2.13%

14/10/2019 3.64 -0.82% 1,217.14 0.14%

11/10/2019 3.67 3.09% 1,215.45 0.56%

10/10/2019 3.56 -3.52% 1,208.67 0.53%

09/10/2019 3.69 0.00% 1,202.31 1.11%

08/10/2019 3.69 -3.40% 1,189.13 -1.54%

07/10/2019 3.82 - 1,207.68 -

Source: Koyfin

Nov.01, 2019 – Fitbit’s 

acquisition by Alphabet 



Exhibit 15 – Stock Price Trend Of Fitbit Inc. And Alphabet Inc. 

 

Source: Koyfin.com 

 

 

 

Exhibit 16 – Premiums Offer Price Vs. Fitbit Stock Price, And Gain (Loss) vs. Synergies 

 

Source: Case Writer 

 

 

 

 

 

 

 

 

Oct.28, 2019 – Reuters 

reported Alphabet’s offer 

to acquire Fitbit 

Nov.01, 2019 – Official announcement 

of Fitbit’s acquisition by Alphabet 

Fitbit Inc. Closing Price Acquisition Price Premium % Premium per share Premium $
Present Value of 

Synergies

Gain (Loss) vs. 

Premium $

Announcement Date (01/11/2019) 7.14$                     7.35$                       2.94% 0.21$                           59,997,000$        596,668,371$          536,671,371$         

Current Date (14/02/2020) 6.42$                     7.35$                       14.49% 0.93$                           265,701,000$      596,668,371$          330,967,371$         

1 day prior (31/10/2019) 6.18$                     7.35$                       18.93% 1.17$                           334,269,000$      596,668,371$          262,399,371$         

1 week prior (25/10/2019) 4.31$                     7.35$                       70.53% 3.04$                           868,528,000$      596,668,371$          -271,859,629 $        

4 weeks prior  (04/10/2019) 3.94$                     7.35$                       86.55% 3.41$                           974,237,000$      596,668,371$          -377,568,629 $        

Source: Koyfin.com



Exhibit 17 – Fitbit Inc. Comparable Companies And EV/Revenue Multiples 

 

  

Selected Consumer Electronics / 

Wearable Companies

CY2020E Revenue Multiples 

(EV/Revenue) NTM

Arlo Technologies, Inc. 0.3x

Fossil Group, Inc. 0.3x

Garmin Ltd. 4.2x

GoPro, Inc. 0.6x

iRobot Corporation 1.0x

Logitech International S.A. 2.1x

Plantronics, Inc. 1.5x

Sonos, Inc. 0.9x

Average 1.36x

Median 0.95x

Selected Large-Cap Diversified     

Consumer Electronics

CY2020E Revenue Multiples 

(EV/Revenue) NTM

Apple Inc. 3.6x

Nokia Corporation 0.7x

Samsung Electronics 1.0x

Sony Corporation 1.1x

Xiaomi 0.7x

Average 1.42x

Median 1.05x

Tot. Average 1.38x

Tot. Median 1.0x

Source: Fitbit Inc. - Company Report (DEFM 14A - Securities And Exchange Commission)

EV/Revenue (as of Q3 2019) - LTM 0.4x

EV/Revenue (as of Q3 2019) - NTM 0.4x

Source: Koyfin.com

Fitbit Inc. - Comparable Companies

Fitbit Inc.



Exhibit 18 – Fitbit Inc. Forecasts ($ million) 

 

Source: Fitbit Inc. – Schedule 14A Information. Definitive Proxy Statement – Securities and Exchange 

Commission 
 

 

 

Exhibit 19 – Fitbit Inc. Valuation Multiples And Debt Ratios 

 

 

Source: Koyfin.com 

 

 



Exhibit 20 – Alphabet Inc. Valuation Multiples 

 

Source: Koyfin.com 

 

 

 

Exhibit 21 – Qatalyst Partners Forecasts of Fitbit Inc. ($ million) 

 

Source: Fitbit Inc. – Schedule 14A Information. Definitive Proxy Statement – Securities and Exchange 

Commission 
 



Exhibit 22 – Qatalyst Partners Valuation Methodology Of Fitbit Inc. 

 

 

 

Source: Fitbit Inc. – Schedule 14A Information. Definitive Proxy Statement – Securities and Exchange 

Commission  

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Exhibit 23 – Capital Markets Data Of Comparable Companies (As Of End Of Q3 2019) 

 

Source: Koyfin.com 

 
 
Exhibit 24.a – Capital Markets Data (Equity Risk Premium) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Aswath Damodaran, professor of Corporate Finance and Valuation, Stern School of Business 

at New York University 

Start of month T.Bond Rate ERP (T12m)

01-dic-18 2.99% 5.68%

01-gen-19 2.68% 5.96%

01-feb-19 2.63% 5.53%

01-mar-19 2.72% 5.36%

01-apr-19 2.40% 5.75%

01-mag-19 2.51% 5.62%

01-giu-19 2.14% 5.93%

01-lug-19 2.00% 5.67%

01-ago-19 2.02% 5.59%

01-set-19 1.50% 5.75%

01-ott-19 1.67% 5.55%

01-nov-19 1.68% 5.44%

01-dic-19 1.78% 5.25%

01-gen-20 1.92% 5.20%

01-feb-20 1.51% 5.24%

01-mar-20 1.13% 5.69%

01-apr-20 0.68% 6.16%

Year T.Bond Rate ERP

2009 3.84% 4.36%

2010 3.29% 5.20%

2011 1.88% 6.01%

2012 1.76% 5.78%

2013 3.04% 4.96%

2014 2.17% 5.78%

2015 2.27% 6.12%

2016 2.45% 5.69%

2017 2.41% 5.08%

2018 2.68% 5.96%

2019 1.92% 5.20%

EQUITY RISK PREMIUM
MONTHLY

ANNUAL

Company Beta Equity Market Value Total Debt Minority Interest Cash Enterprise Value P/E Trailing 12M P/E Forward 12M

Fitbit Inc. 1.16 1,007,500,000$             94,000,000$                 -$                               502,200,000$                  599,300,000$                5.3x -

Arlo Technologies, Inc. - 260,500,000$                 34,300,000$                 -$                               153,800,000$                  141,000,000$                - -

Fossil Group, Inc. 0.70 620,300,000$                 621,100,000$              600,000$                      147,500,000$                  1,093,900,000$             22.0x 26.7x

Garmin Ltd. 0.10 16,122,600,000$           56,300,000.00$           -$                               1,276,900,000$              14,902,000,000$          21.9x 20.8x

GoPro, Inc. 1.30 751,200,000$                 217,700,000$              -$                               79,000,000$                    889,900,000$                45.6x 13.0x

iRobot Corporation 1.10 1,696,400,000$             62,600,000$                 -$                               91,100,000$                    1,667,900,000$             20.0x 18.9x

Logitech International S.A. 0.10 6,751,900,000$             35,900,000$                 -$                               574,500,000$                  6,213,300,000$             26.6x 20.5x

Plantronics, Inc. 1.00 1,416,600,000$             1,679,600,000$           -$                               200,800,000$                  2,895,400,000$             239.8x 6.4x

Sonos, Inc. 0.30 1,436,400,000$             33,200,000$                 -$                               338,600,000$                  1,131,000,000$             224.6x 19.8x

Apple Inc. 1.20 988,887,000,000$        108,047,000,000$      -$                               100,557,000,000$          996,377,000,000$        18.6x 17.6x

Nokia Corporation 0.90 28,459,500,000$           5,944,000,000$           86,100,000$                5,720,500,000$              28,683,000,000$          48.8x 15.1x

Samsung Electronics 0.93 369,730,000,000$        18,410,000,000$        -$                               108,720,000,000$          279,420,000,000$        - -

Sony Corporation 0.90 72,452,700,000$           16,379,300,000$        6,681,700,000$          6,625,500,000$              82,206,500,000$          9.7x 15.0x

Xiaomi - 249,520,000,000$        50,600,000,000$        -$                               101,250,000,000$          198,870,000,000$        - -

Comparable Companies Market Data (as of end of Q3 2019)



Exhibit 24.b – Additional Data 

 

 
 
Source: multiple (see in the exhibit) 

  

Sources:

Tax rate Fitbit Inc. (estimated by Qatalyst Partners) 25.00% Company report - Qatalyst Partners

WACC range Fitbit Inc. (estimated by Qatalyst Partners) 12.5% - 16.5% Company report - Qatalyst Partners

Multiple EV/Revenue for TV comparables (avg large-cap) 1.05x Company report - Qatalyst Partners

EV/Revenue multiple range Fitbit Inc. (estimated by Qatalyst Partners) 0.3x - 0.8x Company report - Qatalyst Partners

Implied range price per share Fitbit Inc. (estimated by Qatalyst Partners) $ 3.36 - $ 5.91 Company report - Qatalyst Partners

Revenue synergies median in TMT sector (range 3% - 37%) 8.00% Deloitte

Cost synergies median in TMT sector (range 1% - 6%) 3.00% Deloitte

World real GDP growth rate 2020 2.94% OECD

World real GDP growth rate 2021 3.02% OECD

Average world real GDP growth rate (2010-2020) 3.55% OECD

Cash and equivalents (as of 30/09/2019) $ 502,200,000 Koyfin.com

Debt market value (as of 30/09/2019) $ 94,000,000 Koyfin.com

Otstanding shares Fitbit Inc. (weighted avg Q3 2019) 285,700,000 Koyfin.com

Outstanding shares Alphabet Inc. (weighted avg Q3 2019) 692,700,000 Koyfin.com

Fitbit Inc. beta range 1.10 - 1.26 Finbox.com

Fitbit Inc. last 12 month debt paydown -5.50% Finbox.com

Alphabet Inc. P/E (Forward 12M) (as of Q3 2019) 23.5x Koyfin.com

Alphabet Inc. P/E (Trailing 12M) (as of Q3 2019) 24.7x Koyfin.com

Alphabet Inc. 2020 Earnings per share (EPS) forecast $ 55.68 Koyfin.com

Alphabet Inc. share price as of 01/11/2019 $ 1,273.74 Koyfin.com

Fitbit Inc. 2020 Earnings per share (EPS) forecast ($0.26) Koyfin.com

Fitbit Inc. Pre-deal share price as of 01/11/2019 $7.14 Koyfin.com

Fitbit Inc. P/E (Trailing 12M) (as of Q3 2019) -5.3x Case Writer estimates

Deal payment 100% cash Fitbit Inc.

Additional Data



Exhibit 25.a – Fitbit Inc. Overview Of Future Operating Results 

 
 

Source: Fitbit Inc. – Annual Report 2019 

  



Exhibit 25.b – Fitbit Inc. Overview Of Future Revenue Growth And Profitability 

 
 

Source: Fitbit Inc. – Annual Report 2019 

 

 

 

Exhibit 25.c – Fitbit Inc. Overview Of Future Financial Performance  

 

 
 

Source: Fitbit Inc. – Annual Report 2019 

 


