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Equity Research
LinkedIn Corporation

LNKD: Expectations Reset, But 5till A Stock To Own, In Our View

« Quarter good, but guide resets the growth outlook. Revenue and EBITDA
were ahead of estimates, but forward quarter and FY guide sent investors running
with shares slumping -28% after hrs, in our view. The magnitude of the projected
growth deceleration is significant, and we lower our estimates sharply. But our
fundamental view of LNKIY's market position and opportunity is unchanged. User
growth continues, engagement metrics—though recently mixed—remain solid and
show indications of improving, and the company’s core product portfolio remains
essential to a broad range of global corporate enterprises.  Moreover, the
competitive landscape appears to be modestly more welcoming of late, as chief
rival Viadeo shuttered its Chinese operations in late December. While guidance
offers the market a more sober view of near-term growth, we continue to believe
LNEKD possesses a powerful platform in a market with large barriers to entry. As
with past guidance, we believe mgmt is striking a conservative stance here—
particularly as they are seeing some macro pressure in EMEA and APAC and
verticals such as oil/gas. Flowing through results our FY16E revenue/adj
EBITDA mon-GAAP EPS maove to Sa.63B/$051M M/ $3.05 from
$a.92B/%1.02B/43.78. Based on revisions, we lower our 12 month valuation
range to $170-5190 from $290-5300 and maintain our Outperform rating.

« Core Talent Solutions (TS) appears on track, Sales Navigator a focus
for improvement. Strong field sales eited in gtr, though mgmt did note some
slowdown to online sales channel. New customer acquisition was healthy at
4,000 to more than 42,000 total. Churn for TS stable, as no material increase was
seen as result of price inereases. Though noting high customer satisfaction and
promoter scores, add] product focus is planned for Sales Navigator to reduce
higher than satisfactory churn. This near-term challenge cited, mgmt reiterated
positive long-term view on social selling, and we believe LNKIYs distinet and deep
data asset should drive deeper sales of this category-defining asset.

Marketing Solutions (MS) sheds network and display to focus on high-
growth Sponsored Updates. We were surprised to hear of the closing of off-
platform targeting product Lead Accelerator, as it contributed to our bullish
stance on Marketing Solutions (19% of FY'15 rev) and was a product arising out of
LNKD's acquisition of b-to-b marketing platform Bizo. That said, Sponsored
Update momentum is strong (over 100% growth in FY15, now less than 50%
share of MS), so we continue to see validation of LNKD's marketing platform and
targeting capabilities.  The expected addition of conversion tracking and
enhanced targeting should aid an already strong offering.

Valuation Range: $170.00 to $190.00 from S2g90.00 to $300.00

Our 12-month valuation range equates to 19.9x EV/EBITDA using our FYi7
estimates, a premium valuation we believe to be merited by LNKD's leadership
position, multiple revenue segments and attractive economic model. Risks include
declining member growth, corporate customer churn, || risk, shareholder
dilution via stock grants, data breaches, and rising competitive pressure.

Investment Thesis:

We favor LNKD's position as the leading, global professional social network, where
the company's "clean signal” identity data powers connectivity to the benefit of
members, corporate recruiters, and b-to-b marketers. We believe an expanding
portfolio of products and international growth opportunities provides a ramp to
multiple vears of double-digit revenue growth and margin and earnings expansion.

Please see page 6 for rating definitions, important disclosures
and required analyst certifications
All estimates/forecasts are as of 02/05/16 unless otherwise stated.

Woells Fargo Securities, LLC does and secks to do business with companies
covered in its rescarch reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of the
report and investors should consider this report as only a single factor in
making their investment decision.
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Exhibit 1. 402015 Reported vs. Estimated

4015 PERFORMANCE REVIEW
4015 404 Iy 315 = e ]
(Smilllens ) Actual Estimate Difference Actual Change Actual Change
Talent Solutions Revenue 536.3 530.5 -0.6% 3503 EER-E iR GE%
Merketing Soltions Revenue 182.6 170.6 0% 1527 T8.5% 1385 30.8%
Premium Subscriptions Revenue 4.0 144.9 -0. 7% 1214 18.7% 137.8 4.4%
Total net revenue 861.9 8551 0.8% G43.4 3400 TT9.6 10.6%
Cost of revenue (ex-S8C) 1050 107.9 -2 7% 7o 34.8% Ba.4 G7%
Gross profit (ex-5SBC) T56.9 TarT.2 1.3% 5855 J3.8% BE1.2 11.1%
Sales & Marketing (ex-SBC) 264.8 267.9 -1.2% 2052 20.0% 2385 11.0%
Froduct Development [ex-SBC) 1823 162.5 -6.3% 1063 A3.53% 144.F 52%
General & Administrative (ex-5BC) 91.2 102.6 -11.3% T 220% ES.8 1.4%
[ | 1286 124.8 3% 7.1 H2.3% 117.8 Lo%
Total operating expenses (ex-5BC) 506.2 533.0 -d.6% 56 31.4% 473.0 rd%
Operaling income (oss) {Mon-GAAF) 165.9 136.3 2.7 1204 ST.ER 1367 2l
Adjusted EBITDA 248.5 21d.2 16.0%, 1789 38.9% 208.1 19.4%
Other ncome [expensea), net {2.6) (2.3} 12.4% (1.4) 6.5% (2.3) 12.4%
ncome (loes) before taxes [Non-GAAF) 163.3 134.0 2.5% 119.0 3T.2% 1344 21.5%
Frovision {benefit) for income taxes (Non-GAAF) are 308 2.6% a7 S 308 21.5%
hon-GAAP Net income (loss ) 128.7 103.2 2.5% 4 62 5% 103.5 21.5%
Diluted EPS (GAAP) (0.08) (0.35) -BZA4% .02 -J63.4% (0.36) -G2.4%
Diluted EFS (Mon-GAAF) 0.94 0.77 22.2% 061 54.9% 0.78 20.6%
hon-GAMP uted shares cutstanding 133.6 134.0 -0.5% 1273 LR 1325 8%
Margin Analysis (% of Revenue)
Cost of revenue (ex-J; -SBC) 12.2% 12.6% 44 g 1Z1% T 7bp 126%  -4dbp
Sales and marketing (ex-SBC) 30.7% 3M.3% -61 bp 3.0 -118bp 30.6% 13bp
Product development {ex-S8C) 7. 7% 19.0% -133 bp 16.5% 115 bp 16.6% -89 bp
General and adminkstrative (ex-SBC) 10.6% 12.0% -142 bp 11.6% -1d bp 11.5% -85 bp
[ ] 15.0% 14.6% 44 bp 1.%"  Fespp 15.1% -ghp
Total operating expenses (ex-5BC) 50.0% 62.3% -3537 bp 6l 1% -112bp B0.7% -1Ffbp
Adjusted EBITDA Margin 28.8% 251% e bp 27.8% 103 bp 26.T% 214 bp
Revenue by Segments
Talent Solutions Revenue 535.3 539.5 -0.6% waa RN 501 G6%
Marketng Solutions Revenue 182.6 170.6 T 1527 7 T8 5% 1385 30.8%
Framium Subscriptions Ravenue 1d4.0 144.9 -0 % 1344 r 18. 7% 1378 4.4%
Growth %
Talent Solutions Revenue dd 9% 46.1% -115bp 41.5% 362 bp 45.7% -fabp
Marketng Solutions Revenue 18.5% 11.7% TESbp 563 -367S5bp 2T.8% -§23bp
Framium Subscriptions Ravenue 18.7% 19.4% -F& bp 37T 804 bp 20.5% -84 bp

Souree: Company reports, Wells Fargo Securities, LLC estimates
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Exhibit =. 10)"16 Estimate Revisions

1016E 1Q16E ¥I'Y % Change
(&milions ) 10154 Maw Pravious £Var Y Var Mew Original
Talent Soluticns Revenue 396.4 5329 5671 [34.2) -6.0%)  34.a% 43.1%
Marketing Sclutions Revenue 1192 155.4 149.7 57 3.8%| 303% 25.6%
Pramium Subscriptions Revenue 1221 145.3 155.9 [10u6) -6.8%)  18.0% 27.6%
Total net revenue 637.7 B335 BTLT (39.1) -4.5%)  30.7% 36.9%
Cost of revenue (ex-3BC) T84 105.7 114.5 [8.8) STl 0% 45.0%
Gross profit {ex-58C) 559.3 T2T8 782 [30.4) -4.0%) 30.1% 35.6%
Sales & Marksting (ex-5BC) 2106 2004 2752 14.89 BA4%| 3TT% 30.6%
Product Developmeant {ex-SBC) 115.6 1611 158.2 (7.1) -4.5%) 30.7% 36.0%,
General & Administrative (ex-S80C) 733 5.8 100.3 [4.5) -4.5%] 30.7% 36.0%
[ ] T4.0 133.0 1328 0.1 04%) 7o.8% T9.6%
Total operating expenses (ex-SBC) 3945 5370 5337 33 0.6%] 34.4% 33.6%
Operating income {loss ) {Mon-GAAF) 97.7 105.9 138.7 [33.8) -24.2% 8.4% 43.0%
Adjusted EBITDA 159.9 190.9 224.5 (33.7) -15.0%]  19.4% 40.5%
Cther income {expanse), net (3.5) {7.0) (2.3) [4.7) 205.9%) 1024% -33.4%
ncome (loss) before taxes (Mon-GAAR) 942 98.9 1374 [38.5) -2B.0% 4.0% 45.8%
Provision (bensfi) for income taxes (Mon-GAAF) P 27 316 (8.4 -2B.0% 4.0% 45.8%
hon-GAAP Mat Income (osa) 727 T6.1 105.8 (29.7) -28.0% 4.8% 45.6%
Diluted Mon-GAAP BPS 0.57 0.56 0.7 -0.22 SRR -04% 38T
Diluted GAAP BPS (Reported) (0.34) {0.8T) (0.41) -0.26 G2.0%| 97Tk 22 3%
hon-GAAP Diluted shares outstanding 128.3 135.0 134.7 03 0.2% 5.2% 0%
Margin Analysis (% of Revenue)
Cost of revenue {ex-JJJ; ex-5680) 12.3% 12.7%, 13.1% 39 bp 82 bp
Sales and marksting (ex-SBC) 33.0% 34.8% 31.5% 177 bp -150 bp
Product developrment (ex-S8C) 18.1% 18.1% 18.1% 0bp O bp
Ganeral and administrative {ex-SBC) 11.5% 11.5% 11.5% 0bp 0O bp
[ | 11.6% 16.0% 15.2% 436 bp 363 bp
Adjusted EBITDA Margin 25.1% 22.9% 25.7% -217T bp 66 bp
Revenue by Segments
Talent Solutcns Revenue 3964 5329 5ET A 34 .4% 43.1%
Marketing Solutions Revenue 1192 165.4 149.7 30.3% 25.6%
Fremium Subscriptions. Revenue 1221 145.3 1556.9 10.0% 27 6%
Growth %
Talent Solutons Revenue 36.0% 3d.4% 43.1% -156 bp T8 bp
Marketing Solutions Revenue 33.5% 30.3% 25.6% -816 bp -1,241 bp
Fremium Subscriptions Revenue 27 8% 19.0% 27.6% -B86 bp - bp

Source: Company reports, Wells Fargo Securities, LLC estimates
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Exhibit 3. FY2z016 Estimate Revisions

20MEE 2016E Y'Y % Change
(Smilllons) 20154 Mew Previous §var % Var Mew Original
Talent Solutions Revenue 18772 23723 24308 (117.5) -7 26.4% 326%
Marketing Solutions Revenue 5813 663.3 757.8 (u.5) -125%]  14% 30.4%
Fremium Subscriptions Revenus 5324 596.9 6701 (73.2) -108%]  1241% 25.9%
Total net revenue 2,990.8 36325 amry (285.2) 1% 21.5% 31.0%
Cost of revenue (ex-3BC) 3690 460.7 513.9 (53.2) -104%]  24.8% 30.0%
Gross profit (ex-5BC) 26211 3178 3,403.8 (232.0) -GEM] 21.0% 20.9%
Sales & Marketing (ex-SBC) 9521 1,160.5 1,206.9 (dE.4) A% 219% 26.8%
Product Development (ex-SBC) 5427 5481 717.9 (&9.8) ATl 19.4% 323%
General & Administrative {ex-S80C) 3467 4121 450.9 (47.9) -104%]  18.8% 326%
[ ] 420.5 562.0 531.5 305 BT 33T% 26.4%
Total operating expenses (ex-SBC) 1,841.5 22206 2384.7 (184.1} -5.9%]  206% 20.5%
Cperating income (loss) (Mon-GAAF) 494.0 569.2 B70.6 (110.4) -162%]  15.2% ATEW
Adjusted BBITDA 7798 951.2 1,019.1 (67.9) -6.7%  220% 30.7%
Cther income (expensa), net (G.4) (27.0) (9.2) (17.8) 193.0%| 186.3% -2
ncome (loss) before taxes [Mon-GAAF) 4846 542.2 B70.4 (128.2) 191 11.9% 3B.3%
Provision (benefit) for income taxes (Non-GAAF) 1.5 124.7 154.2 (24.5) 191 118 3B.3%
Mon-GAAF Net Income (loss) 37315 417.5 516.2 (D8.7) -191%] 11.8% 3B.2%
Diluted MHon-GAAP EPS 284 305 3.78 -0.73 -19.3% T.4% 334%
Diluted GAAR BFS {Reported) [1.20) (2.34) (1.36) -0.99 TaTe|  BD9% 4.7%
Mon-GAARF Diuted shares outstanding 1312 137.0 136.7 0.3 0% 44% 4.2%
Margin Analysis (% of Revenue)
Cost of revenue (=x-JJl; ex-5BC) 12.4% 12.7% 13.1% A2 bp 75 bp
Sales and markating (ex-5BC) 3.8% 3.9% 3008% 11 bp -103 bp
Froduct development (ex-58C) 18.1% 17.8% 18.3% -30 bp 18 bp
General and adminis frative (ex-5B8C) 11.6% 11.3% 11.7% -25 bp 15 bp
[ | 14.1% 15.5% 13.6% 141 bp -4% bp
Adjusted EBITDA Margin 26.1% 26.2% 26.0% 11 bp -G bp
Revenue by Segments
Talent Solutions Revenue 18772 23723 24308 (117.5) -7 26.4% 32.6%
Marketing Solutions Revenue 581.3 663.3 757.8 (4 5) -125%]  144% 30.4%
Framium Subscriptions Revenus 5324 596.9 6701 (73.2) -108% 121% 25.9%
Growth %
Talent Solutions Revenue 41.4% 26.4% 32.3% -1,502 bp -905 bp
Markating Solutions Revenue 27 8% 14.1% 3% -1.381 bp 518 bp
Framium Subscriptions Revenus 220% 12.1% 257% -G8 bp 369 bp

Source: Company reports, Wells Fargo Securities, LLC estimates
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Exhibit 4. Income Statement

(Emillions) 20134 0144 20154 1016E 2016E IDEE AQ1EE 2016E 2MTE
Rewvenue 1.528.6 2288 2.090.9 B335 E70.5 8215 1.005.0 16325 4.514.7
oY S7.2% 45.2% I4.6% J0.7% 22.7% 18.5% 16.6% 21.5% 18.8%
Cozl of revenue (ax-SBC) 187.3 2645 8.9 1057 1104 117.1 127.5 4E0.7 SE6.0
Gross profil (ex-SHC) 1.341.2 18539 2.621.1 778 TED1 &06.3 BIT.5 11ME 3,748.7
Gross margin (ex-500C) B7.T% BE 1% BT 6% B7.0% B7.5% B7.53% 67.3% B7.3% H6.9%
Sales & Markeling {ex-SBC) 485.9 7139 521 2901 2873 287 5301.5 1.160.5 13371
Product Development (ex-SBC) 206.7 IES 427 1511 1570 187.1 1729 G481 TED
General & Adminisirative (ax-SBC) 182.4 266.0 8.7 95.8 11048 10d.1 101.3 4121 4B5.0
Amordization of imlangible asseis 16.4 346 134.7 48.0 440 44.0 44.0 1B0.0 200.0
Ceprecition 118.1 2025 2558 85.0 98.0 98.0 8.0 3E2.0 420.0
Cparaling income (kss) (Mon-GA P 2581 3800 494.0 1059 1060 154.4 229 560.2 T37.6
Adjus ted BBITDW Te.2 582.2 T8 190.9 2050 2534 3019 851.2 1,167.5
EBITDA margin 24.6% 26.7% 26.1% 22.9% 23.6% 27T.4% A0.0% L 26.8%
Ohear income {expanse), net 1.4 1.0 8.4 7.0 -6 =70 R ] 270 0.0
Income (loss) balfore axes (Mon-Gak Py 258.5 KN 4548 989 1000 1474 1869 542.2 T737.6
Provisian {beneflit) for ncome taxes [Non-GAAPY B7.6 138.8 1115 227 2340 39 45.1 1.7 169.6
Mon-GAAP Mal Incame {loss) 191.8 2541 75 T8.1 774 113.5 150.8 417.5 SET.8
Diluted EPS {Mon-GAAP) 181 202 284 0.58 0.56 0.52 i.08 3.08 4.08
Mon-GAAP Diluled shares oulstanding 118.8 126.0 151.2 135.0 1364 1377 138.1 1370 1387
Diluted EPS {GAAP) 024 012 -1.29 067 =1.10 059 -0.18 “2.534 -1.42
Revenue by Segments
Talal Talent Sclutiorns Reven e B10.2 1,327.6 1E877.2 5329 58148 6108 GEE.S 23723 28538
Murkeling Solufions Reveanus e 454.5 B&1.3 155.4 18148 1823 183.8 BES.3 TEQA
Pramium Subscriptions Ravenws A06.5 438.5 E32.4 145.3 1471 150.3 154.3 506.9 GE1.5
% of Revenue
Talal Talent Solutiors Reven e 58.5% 50.8% 62.8% B3.5°% B4.5% 66.2% 66.4% BE.3% GE.1%
Marketing Solufions Revenus 204% 20.5% 19.4% 18.6% 18.6% 17.6% 18.3% 1B.3% 178%
Pramum Subscriptions Ravenws 20.1% 18.7% 17.8% 17.4% 18.50% 18.5% 15.4% 16.4% 16.0%
Growth %
Talal Talent Solutiors Reven e B86.4% 45.9% 41.4% 34.4% 26.7% 21.7% 24.8% 26.4% 20.3%
Marketing Soluftions Revenus 2% 45.7% Pl 30.3% 15.6% 18.53% 0.7% 14.1% 16.0%
Pramum Subscriptions Ravenwsa T4T% 42.4% 2.0 19.07% 14.6% 8.0% 7.2% 121% 168%

Source: Company reports, Wells Fargo Securities, LLC estimates
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Company Description:

Linkedln is an online professional network with more than 330 million registered members in over 2oo
countries as of ()3 2014. The company’s platform enables users to create digital profiles to manage and expand
professional networks and discover business opportunities. While profile creation is free, LinkedIn generates
revenue from enterprises and members through three product lines: Talent Solutions, Marketing Selutions and
Premium Subseriptions. The company was founded in 2003 and is headquartered in Mountain View, CA.

Required Disclosures
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Additional Information Available Upon Request

I certify that:

1) All views expressed in this research report accurately reflect my personal views about any and all of the subject securities or
izsuers discussed; and

2) No part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
by me in this research report.
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= Wells Fargo Securities, LLC maintains a market in the common stock of LinkedIn Corporation.

= Wells Fargo Securities, LLC or its affiliates intends to seek or expects to receive compensation for investment banking services in
the next three months from LinkedIn Corporation.

= Wells Fargo Securities, LLC or its affiliates has a significant financial interest in LinkedIn Corporation.

LNKD: Risks include declining member growth, corporate customer churn, [JJJJj risk, shareholder dilution via stock grants, data
breaches, and rising competitive pressure.

Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.
Wells Fargo Securities, LLC's research analysts receive compensation that is based upon and impacted by the overall profitability
and revenue of the firm, which includes, but is not limited to investment banking revenue.

STOCK RATING

1=0utperform: The stock appears attractively valued, and we believe the stock's total return will exceed that of the market over the
next 12 months. BUY

2=Market Perform: The stock appears appropriately valued, and we believe the stock’s total return will be in line with the market
over the next 12 months. HOLD

3=Underperform: The stock appears overvalued, and we believe the stock's total return will be below the market over the next 12
months. SELL

SECTOR RATING

O=0verweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months.

M=Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months.
U=Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months.

VOLATILITY RATING
V = A stock is defined as volatile if the stock price has fluctuated by +/-20% or greater in at least 8 of the past 24 months or if the
analyst expects significant volatility. All IPO stocks are automatically rated volatile within the first 24 months of trading.

As of: Febroary 5, 2016
43% of companies covered by Wells Fargo Securities, LLC  Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Outperform. services for 438% of its Equity Hesearch Outperform-rated
Companies.

55% of companies covered by Wells Fargo Securities, LLC  Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Market Perform. services for 30% of its Equity Research Market Perform-rated
companies.

1% of companies covered by Wells Fargo Securities, LLC  Wells Fargo Securities, LLC has provided investment banking

Equity Research are rated Underperform. services for 7% of its Equity Research Underperform-rated
companies.

Important Disclosure for International Clients

EEA — The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain
categories of investors. For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited
(“WFSIL™). WFSIL is a UK. incorporated investment firm authorized and regulated by the Financial Conduet Authority. For the
purposes of Section 21 of the UK Financial Services and Markets Act 2000 (“the Act”), the content of this report has been approved
by WFSIL a regulated person under the Act. WFSIL does not deal with retail clients as defined in the Markets in Financial
Instruments Directive 2007, The FCA rules made under the Financial Services and Markets Act 2000 for the protection of retail
clients will therefore not apply, nor will the Financial Services Compensation Scheme be available. This report is not intended for,
and should not be relied upon by, retail clients.

Anstralia — Wells Fargo Securities, LLC is exempt from the requirements to hold an Australian finaneial services license in respect
of the financial services it provides to wholesale clients in Australia. Wells Fargo Securities, LLC is regulated under U.S. laws which
differ from Australian laws. Any offer or documentation provided to Australian recipients by Wells Fargo Securities, LLC in the
course of providing the financial services will be prepared in accordance with the laws of the United States and not Australian laws.
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Canada — This report is distributed in Canada by Wells Fargo Securities Canada, Ltd., a registered investment dealer in Canada and
member of the Investment Industry Regulatory Organization of Canada ([IROC) and Canadian Investor Protection Fund (CIPF).
Wells Fargo Securities, LLC's research analysts may participate in company events such as site visits but are generallvy prohibited
from accepting payment or reimbursement by the subject companies for associated expenses unless pre-anthorized by members of
Research Management.

Hong Kong — This report is issued and distributed in Hong Kong by Wells Fargo Securities Asia Limited (*“WFSAL"), a Hong Kong
incorporated investment firm licensed and regulated by the Securities and Futures Commission of Hong Kong (“the SFC™) to carry
on types 1, 4, & and 9 regulated activities (as defined in the Securities and Futures Ordinance (Cap. 571 of The Laws of Hong Kong),
“the SF0O"). This report is not intended for, and should not be relied on by, any person other than professional investors (as defined
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