
 

 

 

 

 

 

Executive Summary 
We initiate coverage on Lightspeed Commerce Inc. (LSPD) with a SELL 
recommendation, setting a 12-month price target of $11.20 through a blend of 
intrinsic and relative valuation methods. This target implies a -8.6% downside from 
the last closing price of $12.26 on January 8, 2026.  
Investment Thesis Highlights  

Lightspeed has shown early signs of operational improvement in the most recent 
quarter (Q2 FY2026), reflected in higher adjusted EBITDA, sequential improvement 
in adjusted free cash flow and continued growth in ARPU driven by higher payments 
penetration. However, these improvements remain recent and limited in duration, 
following a multi-year history of negative GAAP EBITDA and negative free cash flow, 
and the company has yet to demonstrate a sustainable path to profitability. 

Recent performance has been driven primarily by payments penetration and ARPU 
expansion, rather than durable growth in merchant locations. While management’s 
renewed focus on North American retail and European hospitality improves 
revenue quality, it also increases exposure to economically sensitive SMB customers and reduces diversification. At the same 
time, Lightspeed’s increasingly payments-led revenue mix continues to pressure blended gross margins, limiting the pace at 
which operating leverage can be realized. 

Our base case assumption is that Lightspeed continues to execute on payments adoption and cost discipline but does not 
achieve meaningful margin expansion or sustained GAAP profitability over the near to medium term. We assume moderate 
revenue growth driven by monetization of the existing customer base, ongoing margin pressure from transaction-based 
revenue, and incremental (but not transformative) improvements in operating efficiency. 

These assumptions are reflected in our valuation. On a relative basis, EV/Revenue and EV/Gross Profit multiples imply upside 
of $15.44–$15.71 per share, but this outcome requires consistent execution, margin normalization, and profitability 
improvements that Lightspeed has not yet demonstrated. To reflect execution risk and scale disadvantages, we apply a 20% 
discount to peer multiples and assign a 30% weight to relative valuation. 

Our DCF-based intrinsic valuation of $7.66 per share, weighted at 70%, reflects our assumptions around long-term growth, 
margin expansion, and capital efficiency, as well as Lightspeed’s uncertain path to sustained GAAP EBITDA and free cash flow 
generation. The wide gap between relative and intrinsic valuations highlights upside potential under an optimistic scenario 
but also underscores the material execution risk embedded in the business. 

With shares trading above intrinsic value and profitability improvements still at an early stage, we believe the risk–reward 
profile is skewed to the downside. Accordingly, we recommend a SELL, as current valuation does not adequately compensate 
investors for margin pressure, competitive intensity and the lack of a proven, durable profitability profile. In our view, the 
market is offering investors an opportunity to exit at a price above intrinsic value, making a SELL recommendation 
appropriate. 
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Business Description 
Lightspeed Commerce is a Canada based technology company that 
provides a cloud-delivered omnichannel commerce platform designed 
for small and mid-sized businesses in the retail and hospitality sectors. 
Founded in 2005 in Montreal, Lightspeed has evolved from a point-of-
sale software provider into an integrated commerce and payments 
platform serving merchants across more than 100 countries.  

Business Model 

At its core, Lightspeed offers a Software-as-a-Service (SaaS) platform 
that enables merchants to manage in-store, online and mobile sales 
through a single system. It focuses on providing a specialized platform 
for retail and hospitality clients and differentiates itself by acting as a 
deep operational system that extends beyond simple point-of-sale 
functionality.  

Vertical SaaS: Its two flagship offerings, Lightspeed Retail and Lightspeed 
Restaurant combine front-end point-of-sale (POS) functionality with a 
back-office suite that includes inventory and supplier management, 
customer relationship tools, employee scheduling, reporting and 
analytics, and accounting integrations. 

FinTech and B2B solutions: These solutions are embedded to their core 
vertical solutions; however, they still represent a significant revenue 
source for the company. There are three primary offerings in this category: 
Lightspeed Payments which allows merchants to process transactions 
directly within the platform; Lightspeed Capital, which provides eligible 
merchants with access to cash advances and Lightspeed NuORDER that 
allows businesses to replenish inventory directly from their POS system. 
While many of Lightspeed’s offerings are shared among the POS industry, 
NuORDER creates network effects that are difficult for competitors to 
replicate.  

Customer Base 

The company primarily targets complex retail and hospitality merchants 
with multi-location operations, high SKU counts, or omnichannel 
requirements in North America and EMEA (Figure 4). Key customer 
verticals include apparel and specialty retail, restaurants and bars, and 
niche segments such as golf courses. Lightspeed’s focus on operationally 
complex merchants differentiates it from mass-market point-of-sale 
providers and positions the platform toward higher average revenue per 
location (Figure 5). Monthly ARPU and GTV per location have been 
increasing steadily which suggests that the company is progressing 
towards attracting its ideal customer profile. 

Revenue and Expense Structure 

High-margin revenue stream: Subscription revenue exhibits a declining trend from 2022 (45%) to 2025 (32%). However, it 
represents Lightspeed’s high-margin stream with a 79% gross margin in 2025 and margins have been trending up for the past 
5 years. Although POS subscription earns a higher margin, it is also capped and does not depend on transaction volume. 
Lightspeed could see value creation in this area through focusing on growth. (Figure 3) 

Low-margin revenue stream: Transaction-based revenue is generated through Lightspeed Payments, and the company earns 
a percentage of the gross payment volume (GPV) processed on the platform. This portion represents 65% of total revenues 
with a 27% gross margin in FY2025 and the share of total revenues has been trending upward while gross margins decreased 
from 40% in 2022. This reflects the company’s strategic shift toward unified POS and payments bundling for new customers 
and creates stickiness for its subscriptions. Lightspeed needs to focus on cost controls to stop margins from declining further. 
Hardware sales and professional services contribute a smaller, non-recurring portion of revenue. (Figure 3) 
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Figure 3: Revenue Mix by Segment 

Source: LSPD Annual Report 2025 

Figure 4: Geographic Presence 

Source: LSPD Capital Markets Day 2025 

Retail Merchants

•Omni-channel sellers
•Strong physical store
•High SKU counts
•~$500k avg. 

GTV/location
•1-150 locations

Hospitality Merchants

•Full-service dining
•Bars & fine dining
•Complex workflows
•~$500k avg. 

GTV/locations
•Single & multi-site

Figure 5: Ideal Customer Profile 

Source: LSPD Capital Markets Day 2025 



Industry Overview 
The global commerce technology industry is undergoing a structural shift 
away from legacy, on-premises point-of-sale (POS) systems toward cloud-
based, software-driven platforms that integrate payments, inventory 
management, analytics and omnichannel capabilities (Figure 6). 
Historically, many Small and Medium-sized Businesses relied on fragmented 
systems combining local POS software, third-party payment processors and 
manual back-office workflows. As operating complexity has increased and 
consumer expectations have evolved over time, these legacy solutions have 
become increasingly inadequate. Cloud POS platforms address these 
limitations by offering centralized data visibility, remote management and 
seamless integration across physical and digital sales channels, enabling 
merchants to operate more efficiently with lower upfront costs and reduced 
IT complexity.  

The global cloud POS market size was $7.7 billion in 2025 and is projected 
to grow at a CAGR of 24.7% during 2025-2033. However, Lightspeed's 
serviceable addressable market is materially smaller. Our forecasted 
revenue CAGR of ~22% over FY2025-FY2030 is broadly consistent with 
industry growth expectations and assumes that Lightspeed maintains its 
market share at approximately current levels. 

The company targets operationally complex SMBs — merchants with multi-
location footprints, high SKU counts, and annual GTV exceeding $600,000 
— in North American retail and European hospitality. Based on our bottom-
up analysis, we estimate approximately 1.5 million target merchant 
locations in these segments, implying a serviceable addressable market of 
approximately $14-15 billion when combining software subscriptions and 
integrated payments revenue. Lightspeed currently serves approximately 
165,000 locations, representing roughly 10% penetration of its target 
market.  

Within this landscape, payments represent a particularly attractive growth 
vector. Digital payment volumes continue to grow faster than overall retail 
sales, and embedded payment solutions allow software providers to 
capture a recurring, transaction-based revenue stream while improving merchant retention and data integration (Figure 7). 
As a result, many cloud POS providers are increasingly bundling software and payments into unified offerings, reshaping 
industry economics and competitive dynamics within the industry. From a geographic perspective, North America and 
Western Europe remain the most mature and economically attractive markets for cloud POS adoption, supported by high 
card penetration, dense SMB populations and advanced digital infrastructure. Asia-Pacific represents a faster-growing but 
more fragmented market, while adoption in emerging markets remains uneven due to regulatory complexity and lower 
payment digitization.  

Against this backdrop, competition within the cloud commerce ecosystem is intensifying, with horizontal platforms targeting 
broad SMB audiences, vertical specialists focused on specific industries, and legacy vendors transitioning toward cloud-based 
models. While barriers to entry remain low at the basic POS level, sustainable differentiation increasingly depends on depth 
of functionality, scalability for complex operations, and integrated payments capabilities. As the industry matures, scale, 
execution and ecosystem breadth are becoming the primary drivers of long-term competitive advantage.  

The near-term strategic focus concentrated on North American retail and European hospitality, where product-market fit, 
merchant complexity and monetization potential are strongest. 

Competitive Positioning 
Lightspeed operates in a highly competitive and fragmented cloud commerce ecosystem that spans mass-market SMB 
platforms, vertical specialists, and legacy enterprise vendors transitioning to cloud-native solutions. The company is 
positioned between low-end, payments-led providers and large enterprise systems, targeting operationally complex small 
and mid-sized merchants that require advanced functionality across physical and digital channels. While this mid-market 
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segment is not protected by pricing sensitivity, merchant decision-making is increasingly driven by operational fit, 
integration depth, and switching costs rather than subscription pricing alone. 
In hospitality, Toast is Lightspeed’s closest competitor in the U.S. restaurant market, benefiting from deep vertical 
specialization, strong brand recognition, and a significantly larger installed base with 100% GPV penetration. Toast’s scale 
supports aggressive pricing and bundled hardware, but its platform remains largely U.S.-centric and hospitality-only. 
Lightspeed’s advantage lies in its international footprint and cross-vertical capabilities, enabling it to serve multi-concept and 
global operators that fall outside Toast’s core focus. This broader scope comes at the cost of scale but supports higher ARPU 
per location. 

In retail, Shopify dominates eCommerce and digital storefronts through its scalable platform and extensive developer 
ecosystem. However, Shopify’s strength lies primarily in digital-first and direct-to-consumer use cases. Lightspeed 
differentiates itself through stronger in-store capabilities, advanced inventory and supplier management, and support for 
high-SKU, multi-location retail operations. These features address operational pain points that are difficult to replicate 
through third-party apps alone, allowing Lightspeed to command higher ARPU from merchants where physical retail 
complexity is central to daily operations. However, these merchants are smaller in transaction volume and fall under small 
and medium enterprises. 

Square (Block) competes across both retail and hospitality with a payments- and hardware-led offering optimized for micro 
and small merchants. Block’s scale enables aggressive pricing and broad distribution, serving similar customer profile to 
Lightspeed of mid-market sellers (>+500k annual volume) but its solutions lack the depth required for complex inventory, 
supplier management, and multi-location workflows. As an aside, 61% of their profit is represented through the Cash App 
falling under fintech monetization and not applicable to Lightspeed 

Legacy providers such as Clover (Fiserv) and NCR Voyix continue to face challenges migrating customers from on-premise 
systems to cloud-native platforms. While these players benefit from distribution scale and enterprise relationships, their 
transition costs and implementation complexity 
create openings for Lightspeed’s SaaS-
based, vertically specialized offering 
(Figure 8). A key differentiator is 
Lightspeed’s ownership of NuORDER, a 
B2B wholesale marketplace that 
connects retailers directly with brands. 
Unlike hardware, NuORDER is not 
positioned as a near-term revenue or 
free cash flow driver. Its primary role is 
to support merchant retention and data 
integration within the Lightspeed 
ecosystem, and it is not expected to 
require significant incremental 
investment. 

Targeting complex SMBs does introduce 
trade-offs. While these customers are 
generally less price-sensitive than 
micro-merchants, they require higher 
onboarding, integration, and support 
effort, which elevates customer 
acquisition costs and constrains 
traditional scale economies. Lightspeed has responded by standardizing core vertical workflows, narrowing product focus to 
priority growth engines (North American retail and EMEA hospitality), and shifting go-to-market execution toward outbound 
sales, which has improved close rates and Customer Acquisition Cost Payback Period. In parallel, the company is expanding 
payments penetration and financial services attach rates, allowing revenue per merchant to scale faster than incremental 
support and R&D costs, partially offsetting the higher service intensity inherent in this segment. Lightspeed faces structural 
disadvantages relative to larger peers: limited pricing power, weaker eCommerce capabilities versus Shopify, and ongoing 
competition from subsidized platforms. However, its strategy prioritizes quality of revenue over volume, focusing on higher-
ARPU merchants, payments monetization, and operating leverage rather than mass-market expansion. The path to sustained 
profitability depends on continued execution in payments adoption, disciplined sales efficiency, and incremental margin 
expansion rather than market share dominance.  

 

Figure 8: Competitive Positioning in Cloud Commerce 

Source: LSPD Capital Markets Day and Group 12 Analysis 
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Environmental, Social and Governance 
Based on Morningstar Sustainalytics’ ESG rating, Lightspeed’s ESG Risk 
score of 15.2 (Low Risk) ranks better than the median of the selected 
peer set and places the company in the low-risk category. Based on our 
analysis, Lightspeed demonstrates strong and competitive ESG 
performance relative to its peers (Figure 9)  

Environmental 

Lightspeed’s environmental sustainability initiatives reflect the 
characteristics of a cloud-based platform with a low operational 
carbon footprint. The company’s total scope 1 and 2 emissions remain 
immaterial, representing only 5% of total emissions. The Scope 3 
indirect emissions- primarily driven by cloud services, purchased goods 
and business travel – accounts for the majority of its carbon footprint 
(Figure 10). Total emissions decreased in FY2025 due to prudent cost 
management and lower emissions factors from purchased goods and 
services.  

Carbon offsetting: Lightspeed reduces its environmental footprint 
through its Carbon Friendly Dining program, which has planted over 2 
million trees to offset diner emissions in partnership with GiftTrees. 

Operational Efficiency: The company’s technology further enhances 
merchant sustainability through paperless receipts, click-and-collect 
fulfilment and AI-driven inventory optimization that reduces 
overstocking and waste.  

Social 

Lightspeed emphasizes its commitment to social issues, particularly 
diversity, equity and inclusion (DEI) and community empowerment. 

Diversity, Equity, and Inclusion (DEI): Lightspeed demonstrates strong 
DEI performance, with 43% women in executive leadership and broad 
representation across multiple demographic groups (Figure 11 and 
Appendix 2,3) 

Employee Health and Wellness: Lightspeed provides inclusive 
parental leave, mental-health resources and newly introduced Family 
Building benefits covering fertility, surrogacy and adoption 

Community Engagement: The Lightspeed Care Club offers a full year 
of free POS and Payments access to non-profit organizations across 
APAC. In FY2025, this included partnerships such as the Young 
Enterprise Scheme in New Zealand, enabling thousands of students to 
launch real businesses using Lightspeed tools 

Governance 

Lightspeed maintains a governance framework focused on 
accountability, independence, and ethical oversight 

Board Oversight: All three standing committees including audit; compensation, nominating, and governance (CNG); and risk, 
are composed entirely of independent directors (Appendix 4) 

Board Diversity: 43% of directors are women (3 out of 7), exceeding the company's formal target of 37.5% (Figure 11) 

Independence Level: 5 out of 7 directors (71%) are independent, providing objective accountability for management.  

Accountability Mechanism: A whistleblower hotline allows anonymous reporting of ethical concerns, with all reports 
reviewed quarterly by the Chair of the Audit Committee 
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Investment Summary 

Thesis 1: Vertical Specialization Supports Mid-Market Leadership 

Lightspeed has differentiated itself from horizontal platforms like Square and 
Shopify by targeting operationally complex merchants with multi-location 
footprints and high inventory intensity. Management has narrowed growth 
priorities to North American retail and European hospitality (Figure 12), 
where regulatory complexity, SKU management demands, and omnichannel 
workflows create higher barriers to entry. By focusing on merchants with 
annual GTV exceeding $600,000, Lightspeed attracts customers with higher 
lifetime value and lower churn. In Q2 FY2026, the company added ~2,000 
net new locations in these priority verticals. However, this focus introduces 
concentration risk—these merchants remain vulnerable to economic 
downturns and business failure, and Lightspeed's customer base lacks the 
diversification of mass-market platforms.  

Thesis 2: Unified Payments Drives Monetization Expansion 

Lightspeed has evolved from a pure software provider into an integrated 
commerce and payments platform, enabling monetization that scales with 
merchant sales volumes. The company's Unified Payments initiative 
increased GPV penetration to 43% of total GTV in Q2 FY2026, up from 37% 
a year earlier, materially enhancing revenue capture per merchant. ARPU 
grew 15% year-over-year to a record $685, driven by expanding payments 
adoption, new software features, and price increases implemented in the 
prior year. Management's mandatory unified payments strategy for new 
customers accelerates this conversion, with growth-engine markets (North 
American retail and European hospitality) achieving 46% penetration versus 
36% in efficiency markets. However, payments monetization depends on 
successfully converting existing merchants from third-party processors 
while maintaining take rates amid competitive pressure. Transaction-based 
gross margins have declined from 40% in FY2022 to 30% in Q2 FY2026, and 
further compression could limit ARPU expansion even as GPV penetration 
increases. 

Thesis 3: Financial Discipline Signals an Inflection Toward 
Sustainable Profitability 

Lightspeed continues to report GAAP net losses despite management's 
claims of financial inflection. Adjusted metrics—including the $70 million 
EBITDA target and $18 million quarterly free cash flow—exclude significant 
stock-based compensation, overstating underlying profitability. The 
company has not demonstrated a credible path to GAAP breakeven. 

Profitability gains depend entirely on sustained cost discipline within a 
narrow strategic focus. Any slowdown in GPV growth, location additions, or 
payments conversion would expose operating leverage assumptions and 
delay cash generation. The shift to outbound sales execution (150 new 
representatives) increases fixed costs and creates execution risk if close 
rates deteriorate or customer acquisition costs rise. 

Gross margins above 42% mask an unfavorable mix shift: transaction-based 
revenue now dominates (65% of total) at 30% gross margin versus 79% for 
subscriptions. As payments contribution grows, blended margins face 
structural pressure regardless of cost discipline. 
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Financial Analysis 
Lightspeed delivered 15% revenue growth in Q2 FY2026, decelerating from 
18% in FY2025. Management highlights +7% location growth in priority 
markets, but this excludes efficiency markets where locations are being 
pruned—total customer locations remain below FY2023 levels. Record 
ARPU of $685 reflects payments monetization approaching saturation as 
GPV penetration nears long-term targets. Adjusted free cash flow improved 
to $18 million from $1.6 million a year earlier, though this metric excludes 
stock-based compensation. Our revenue forecast assumes 21% CAGR 
through FY2030—materially above current run-rate—introducing 
significant downside risk if execution falls short. 

Revenue Growth and Mix Evolution – Lightspeed delivered 18% revenue 
growth in FY2025 while customer locations declined ~2% annually (from 
168,000 in FY2023 to 162,000 in FY2025). Growth was driven by payments 
monetization rather than merchant additions—GPV growth has 
decelerated from 81% in FY2023 to 40% in FY2025 as conversion of existing merchants approaches saturation. 

Q2 FY2026 shows early stabilization: +7% location growth in priority markets with ~2,000 net adds, accelerating from +5% in 
Q1. Management targets 10-15% location CAGR in growth engines through FY2028, though execution remains unproven and 
excludes efficiency markets where churn continues. 

Software subscription revenue grew 9% in Q2 FY2026, supported by prior-
year price increases that management expects to lap in H2, moderating 
growth. Subscription revenue provides margin stability (79% gross margin) 
but its share of total revenue has declined from 45% in FY2022 to 32% in 
FY2025, limiting its ability to offset transaction-based margin pressure.   

Payments Penetration and Unit Economics - GPV as a percentage of GTV 
increased to 46% in Q2 FY2026, up from 41% a year earlier, as Lightspeed 
converts merchant transaction volume from third-party processors to its 
unified payments solution. Growth-engine markets (North American retail 
and European hospitality) reached 46% penetration versus 36% in efficiency 
markets, indicating further conversion runway. This shift has driven ARPU 
growth of 15% year-over-year to $685 per location, as Lightspeed captures 
incremental transaction fees without proportionate increases in customer 
acquisition costs.  
Gross Margin and Profitability Trends - Consolidated gross margin has compressed from 49% in FY2022 to 42% in FY2025, 
driven by the revenue mix shift toward transaction-based revenue (30% margin) and away from software subscriptions (79% 
margin). As payments contribution continues to grow, this structural pressure limits margin expansion regardless of operating 
efficiency gains. Operating efficiency has improved as Lightspeed monetizes its existing base. The company added 150 
outbound sales representatives to accelerate location growth, targeting 10–15% CAGR in growth-engine locations through 
FY2028. 

Free Cash Flow Inflection and Capital Efficiency - Management highlights improving adjusted free cash flow ($18 million in 
Q2 FY2026 versus $1.6 million a year earlier), but these figures exclude significant stock-based compensation (~$70-105 
million annually). Our DCF analysis projects unlevered free cash flow remains negative through FY2027, turning positive only 
in FY2028 at $4.3 million before scaling to $127 million by FY2030. This path depends on sustained revenue growth of 21% 
CAGR and continued margin discipline—assumptions that carry material execution risk given current 15% revenue growth 
and ongoing margin compression.  

Balance Sheet Strength and Capital Allocation - Lightspeed ended FQ2 2026 with approximately $460 million in cash and 
cash equivalents and minimal long-term debt, providing substantial financial flexibility. The company’s low leverage profile 
reduces refinancing risk and allows management to fund product investment, platform enhancements, and selective strategic 
initiatives. Capital allocation priorities have shifted from large acquisitions toward internal investment and balance sheet 
preservation. This reflects a more mature operating posture and aligns with management’s stated focus on profitability, cash 
flow durability, and shareholder discipline.   

  

Figure 15: Revenue Growth Trend 

Figure 16: Payment Penetration Growth  



Valuation 
We conducted an intrinsic and relative valuation to a target price of $11.20. A downside of 8.6% from LSPD’s closing price on 
January 8, 2026. Our valuation assigns a 70% weighting to our DCF and a 30% weighting to our relative company analysis 
(Appendix 10).  

DCF with a 5-year projection period 

We valued LSPD using a 5-year DCF model covering FY2026–FY2030. Revenue 
projections use a bottom-up approach built on customer locations, GTV per location, 
GPV penetration, and blended take rates (Appendix 6). Transaction-based revenue 
drives most of the growth as GPV penetration expands; subscription revenue grows at 
a slower pace, and hardware remains immaterial. 

Subscription gross margin is held at 79% (COGS at 21% of subscription revenue), 
consistent with recent performance. Transaction-based COGS is assumed stable as a 
percentage of GPV, though margin expansion depends on cost management given the 
lower-margin profile of payments revenue. 

Operating expenses improve gradually over the forecast period. G&A continues its 
downward trend before stabilizing. S&M increases temporarily following the addition 
of 150 outbound sales representatives, then normalizes as customer acquisition 
efficiency improves. 

A key driver is the expected decline in amortization of acquired intangibles, which 
management expects to fall significantly after FY2026. We assume no further goodwill 
impairment; goodwill currently represents 40% of total assets and is expected to decline as a percentage of the asset base 
over time. 

WACC of 13.6% is derived using CAPM: risk-free rate of 4.17% (US 10-year Treasury), revenue-weighted equity risk premium 
of 4.57% (US 59%, UK 10%, Australia 9%, Canada 8%, other 14%), and raw beta of 2.057 based on 3-year monthly returns 
versus the S&P 500. The 3-year window excludes 2021 volatility when LSPD surged from ~$30 to $120 before declining to 
$20. With minimal debt, cost of equity approximates WACC (Appendix 9) 

Terminal growth rate of 2.5% reflects LSPD's positioning in the secularly growing cloud POS and digital payments market. This 
implies a terminal EBITDA multiple of 8.5x—conservative relative to peer multiples but appropriate given execution risk 

Relative Valuation 

We assigned 30% weight to relative valuation, using EV/Revenue and EV/Gross Profit multiples given Lightspeed's transition 
to profitability. The peer group comprises Toast, Block, and Shift4—integrated POS and payments platforms serving SMB 
merchants with comparable business models. Shopify was excluded from median calculations due to its significant valuation 
premium; Shopify trades at approximately 24x EV/Revenue versus 2.3x for the peer median, reflecting its status as Canada's 
dominant technology platform with proven profitability, ecosystem scale, and market capitalization exceeding $190 billion. 
This premium is not transferable to Lightspeed given its smaller scale (~$1.3B revenue 
versus Shopify's ~$10.7B), narrower geographic footprint, and unproven path to 
sustained profitability. 

We applied a 20% discount to peer median multiples to reflect Lightspeed's smaller 
scale and execution risk. This yields an implied price target of $15.44–$15.71 across 
EV/Revenue and EV/Gross Profit methods, representing approximately 35–37% upside 
from current levels. The divergence from our DCF-implied value ($7.66) reflects 
growth optionality that conservative terminal assumptions do not capture. Given 
Lightspeed's unproven path to GAAP profitability, we weight DCF at 70% and relative 
valuation at 30%. (Appendix 11) 

Investment Risks 

Customer Location Growth and Sales Execution Risk 

Lightspeed’s growth strategy increasingly relies on expanding penetration within its priority segments—North American 
retail and European hospitality—rather than broad-based customer location growth. While this focus improves average 
revenue per location (ARPU), it limits headline customer growth and increases reliance on sales execution within a 
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relatively stable installed base. Total customer locations have remained broadly flat between FY2022 and FY2025, indicating 
that growth is driven more by monetization than by net merchant expansion. 

Winning larger, more complex SMBs requires longer sales cycles, higher onboarding effort, and greater implementation 
support, which raises customer acquisition costs and delays revenue realization. If sales productivity weakens or 
onboarding complexity increases, incremental location growth may not translate into proportionate revenue or cash flow 
gains, constraining operating leverage. 

Competitive Pressures from Scaled Platforms 

Lightspeed faces structural disadvantages relative to larger, more scaled competitors such as Block, Shopify, Toast, and 
Fiserv. These firms benefit from greater scale economies, allowing them to spread fixed costs more efficiently, sustain 
aggressive pricing, and subsidize hardware or payment processing to acquire and retain merchants. In contrast, similar 
promotional strategies would have a more pronounced negative impact on Lightspeed’s margins and operating cash flow. 
As competitors continue to improve functionality in areas such as inventory management and multi-location workflows, 
Lightspeed may be forced to increase sales and marketing spend to defend its position, limiting near-term profitability and 
slowing the path to sustained operating income. 

Payments Monetization Risk  

Payments penetration is a key growth lever for Lightspeed, but monetization gains are increasingly dependent on 
converting merchants from third-party processors and retaining existing customers during periods of economic pressure. 
As macro conditions tighten, merchants may prioritize cost reduction and cash preservation, increasing sensitivity to 
payment processing fees and bundled pricing models. This creates a dual risk: Lightspeed may overestimate its ability to 
migrate merchants to its proprietary payments offering, while also facing churn as price-sensitive customers downgrade to 
lower-cost alternatives. In such an environment, payments monetization becomes not only an execution risk but also a 
retention risk, potentially limiting ARPU expansion and increasing revenue volatility. 

Gross Margin and Revenue Mix Risk 

The growing contribution of transaction-based revenue structurally lowers blended gross margins due to the lower margin 
profile of payments relative to software subscriptions. While this mix shift supports top-line growth, it reduces the pace at 
which operating leverage can be realized. In addition, higher transaction volumes expose margins to external cost factors—
such as interchange fees, network pricing, and competitive pressure—that are largely outside management’s control. 
Although Lightspeed has maintained stable gross margins to date, sustained payments-led growth could limit margin 
expansion and delay the company’s ability to generate consistently positive operating income. 

SMB Demand and Market Concentration Mix 

Lightspeed’s customer base is concentrated in retail and hospitality SMBs, making performance sensitive to consumer 
spending trends and broader economic conditions. During periods of economic slowdown, merchant sales volumes decline 
more rapidly than subscription revenue, directly impacting transaction-based income and operating cash flow. While this 
risk is not unique to Lightspeed, its increasing reliance on payments revenue amplifies downside exposure relative to 
software-heavy peers. A prolonged demand slowdown in North America or Europe would therefore have a 
disproportionate impact on growth, margin stability, and cash generation. 

Conclusion 
We initiate coverage on Lightspeed Commerce Inc. with a SELL recommendation and a 12-month price target of $11.20, 
implying 8.6% downside from current levels. Our blended valuation (70% DCF at $7.66, 30% relative at $15.58) reflects the 
significant gap between Lightspeed's intrinsic value and the growth optionality priced into peers. 

While Lightspeed has demonstrated progress on payments penetration, ARPU expansion, and adjusted profitability 
metrics, these improvements remain early-stage and are not yet reflected in GAAP results. Gross margins have compressed 
from 49% to 42% over three years as transaction-based revenue grows, and our model projects negative unlevered free 
cash flow through FY2027. The 21% revenue CAGR required to support current valuation materially exceeds the company's 
15% run-rate growth, introducing substantial downside risk if execution falters. 

Competitive intensity from better-capitalized peers, concentration in economically sensitive SMB verticals, and an 
unproven path to sustained GAAP profitability reinforce our view that the risk-reward is unfavorable at current prices. We 
believe the market offers investors an opportunity to exit above intrinsic value. 
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Appendix 1: Track Record of M&A  

 

Appendix 2: Lightspeed’s Diversity, Equity and Inclusion  

 

 

 

 

 

 

 

 

 

Appendix 3: Lightspeed’s Women Leadership  
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Appendix 4: Management  

 

Appendix 5: Board of Directors  
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Appendix 6: Revenue Forecast – Store Metrics  

 

Revenue Forecast – Revenue by Channel and Total Revenue  

 



Appendix 7: Free Cash Flow Projection 

 

Appendix 8: DCF Results 

 

 

 

 

 

 

 

 

 

 

 



Appendix 9: WACC Calculation  

 

 
Appendix 10: Valuation Results  

 
 

 

 



Appendix 11: Relative Valuation Results – EV/Revenue  

 

 

 

 



Relative Valuation Results – EV/Gross Profit  
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