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What Happened? On Sunday, July 18, 2021, Zoom Video Communications, Inc., announced its

intent to acquire Five9, Inc.1  Both of these cloud computing stocks are currently held

in the WisdomTree Cloud Computing Fund, and this deal marks a continuation of M&A

activity in the cloud industry. 

What’s the Deal?   It’s an all-stock transaction worth $14.7 billion in which Five9

shareholders will receive 0.5533 shares of Zoom for each share of Five9 owned. The

implied deal price per share is $200.28, representing a 13% premium relative to Five9’s

closing price on Friday, July 16, of $177.60. The premium is on the lower end of cloud a

cquisition premiums, which we’ve been tracking, and which we wrote about following WCLD’

s rebalance in February.

What’s the Motive? Most people are more familiar with Zoom than they are with Five9.

During the COVID-19 pandemic, Zoom became a household name as its videoconferencing

platform became one of the default options to connect face-to-face with friends, family,

colleagues and clients.

Zoom’s growth strategy is to provide a platform for Unified Communications as a Service

(“UCaaS”). In addition to the video platform Zoom Meetings, the company also offers Zoom

Phone. Zoom Phone is a private branch exchange (PBX), which serves as an internal

telephone network for enterprises—it’s what allows organizations to have a single phone

number with a multitude of extensions to private lines instead of needing to maintain

and pay for multiple phone lines. On top of this basic functionality, most PBX systems

also offer a wide range of other advanced features. 

Zoom’s enterprise cloud phone system is different from an on-premise PBX system. An on-

premise solution requires equipment and hardware to be installed and run on-site where

the enterprise is located, but Zoom’s cloud-based system is managed off-site over the

Internet. 

Similarly, Five9 offers an entirely cloud-based customer service contact center system.

Its software solution enables organizations to engage with customers through both voice

and digital channels and serves as a replacement for legacy on-premise PBX phone systems

—the typical “push 1 for this, push 2 for that” when you call a company’s customer

service line.

Acquiring Five9 allows Zoom to strengthen the Zoom Phone offering by deepening its

capabilities and the relationship that Zoom has with its enterprise clients. One unique

synergy this acquisition creates is within the informational technology (IT) help desk

arena. An enterprise using the combined Zoom and Five9 platform can troubleshoot

clients’ IT problems using screen sharing and screen control, rather than providing

voice directions over the phone. 

Jeremy Schwartz, WisdomTree’s Global Head of Research, recently hosted Five9’s Chief

Executive Officer, Rowan Trollope, on his Behind the Markets podcast. Trollope spoke at

length about the growth opportunity created for Five9 as enterprises steadily transition
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from legacy PBX customer service systems to their cloud-based solution. The full

conversation can be accessed below, and it is particularly interesting to relisten to

after this deal announcement!

1 As of 7/16/21, WCLD held 1.6% and 1.8% of its weight in Zoom Video Communications and

Five9, respectively.

Important Risks Related to this Article

There are risks associated with investing, including possible loss of principal. The Fund invests in cloud computing companies, which are heavily dependent on the Internet and utilizing a distributed network of servers over the Internet. Cloud computing companies may have limited product lines, markets, financial resources or personnel and are subject to the risks of changes in business cycles, world economic growth, technological progress and government regulation. These companies typically face intense competition and potentially rapid product obsolescence. Additionally, many cloud computing companies store sensitive consumer information and could be the target of cybersecurity attacks and other types of theft, which could have a negative impact on these companies and the Fund. Securities of cloud computing companies tend to be more volatile than securities of companies that rely less heavily on technology and, specifically, on the Internet. Cloud computing companies can typically engage in significant amounts of spending on research and development, and rapid changes to the field could have a material adverse effect on a company’s operating results. The composition of the Index is heavily dependent on quantitative and qualitative information and data from one or more third parties, and the Index may not perform as intended. Please read the Fund’s prospectus for specific details regarding the Fund’s risk profile.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.
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+ The Cloud IPO Pipeline

+ Forget FAANG. It’s Time to Scale MT SAAS

Related Funds

+ WisdomTree Cloud Computing Fund
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View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)
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 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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