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Mountain View, Calif. – May 1, 2014
[Matt Sonefeldt, Investor Education, LinkedIn]
Good afternoon. Welcome to LinkedIn’s first quarter of 2014 earnings call. Joining me today to
discuss our results are CEO Jeff Weiner, and CFO Steve Sordello.
Before we begin, I would like to remind you that during the course of this conference call,
management will make forward-looking statements which are subject to various risks and
uncertainties. These include statements relating to expected member growth and engagement,
our product offerings including mobile and our product deployment process, the results of our
R&D efforts, revenue including revenue growth rates of our 3 product lines talent solutions,
marketing solutions, and premium subscriptions, adjusted EBITDA, depreciation and
amortization, stock based compensation, share dilution, taxes, the product mix between online
and field sales, churn rate and expenses. Actual results may differ materially from the results
predicted and reported results should not be considered as an indication of future performance. A
discussion of risks and uncertainties related to our business is contained in our filings with the
Securities and Exchange Commission, in particular the section entitled “Risk Factors” in our
quarterly and annual reports, and we refer you to these filings.
Also, I would like to remind you that during the course of this conference call, we may discuss
some non-GAAP measures in talking about the company’s performance. Reconciliations to the
most directly comparable GAAP financial measures are provided in the tables in our earnings
release.
This conference call is also being broadcast on the Internet and is available through the investor
relations section of the LinkedIn website.
With that, I will turn the call over to our CEO Jeff Weiner.
[Jeff Weiner, CEO, LinkedIn]
Thank you, Matt, and welcome to today’s conference call.
I’ll start by summarizing the operating results for the first quarter of 2014, and I’ll recap some of
the key milestones that highlight the success of our strategy.
I’ll then turn it over to Steve for a more detailed look at the numbers and outlook.
Q1 was a strong quarter for LinkedIn across both member engagement and financial results. We
made significant progress against several key strategic priorities, such as international expansion
via China, professional publishing, and the shift to content marketing.
For Q1, overall revenues grew 46 percent to $473 million. We delivered adjusted EBITDA of $117
million, and non-GAAP EPS of $0.38 cents.
At the end of Q1, cumulative members grew 36 percent year over year to 296 million, and in April,
we crossed the 300 million member threshold, including 100 million in the United States.

	
  
As measured by comScore, which excludes mobile, LinkedIn and SlideShare combined for an
average of 186 million monthly unique visitors in Q1. When excluding SlideShare, we averaged
142 million monthly unique visitors and totaled 11.5 billion page views during Q1.
When measuring these metrics internally, which include mobile, we remain encouraged by strong
member engagement.
Internally-measured unique visiting members grew approximately 26 percent year over year, and
total member page views grew 43 percent in Q1. Going back two years to Q1 2012, when we
began a period of accelerated product innovation, engagement per visiting member has
increased more than 40 percent.
Mobile continues to be the fastest growing channel for member engagement, growing nearly 3x
the rate of overall member uniques to represent 43 percent of our monthly unique visitors in Q1.
In anticipation of our expectation that mobile will exceed half of total traffic later this year,
mobilizing our technology infrastructure, engineering team, and products remains one of
LinkedIn’s most important priorities.
The value we deliver to members remains consistent – we enable professionals to build and
manage their identities; create and leverage their professional networks; and gain the knowledge
they need to be more successful in their careers, across multiple screens and devices. We want
to highlight a few of our efforts since the start of the year that deliver across these value
propositions.
LinkedIn profiles have become the standard way for hundreds of millions of people to build and
maintain their professional identities – not merely a digital resume, but a rich portfolio of their
experience, skills, and knowledge. We know that the more complete a profile is, the more useful it
becomes to that member. For example, profiles with photos generate 14 times more views than
those without. Profile completeness is an ongoing priority for LinkedIn. To that end, in February,
LinkedIn launched a new version of Who’s Viewed My Profile – an analytics dashboard that gives
members actionable intelligence on how they can build their professional brands.
In Q1, we also took significant steps toward our mission to connect the world’s professionals with
the launch of our beta site in Simplified Chinese. This localized site aims to broaden the member
base from 4 million English-language members today, and to appeal to the 140 million
professionals and students in China. While it is still very early, we are pleased with our progress
in China and remain focused on developing the LinkedIn team, brand, and local Chinese product.
Building on the success of our exclusive Influencers program, in February, we took the next step
toward scaling our professional publishing platform by enabling any member to publish long form
content on LinkedIn, helping define a member’s professional identity while also delivering
valuable insights to their network. We are phasing in this functionality to ensure that, as more
content is being created on LinkedIn, the right content is getting in front of the right professional at
the right time. Long-form publishing is available to several hundred thousand members now, and
will grow throughout the year. Early indications are positive. So far, we’ve seen greater than 6x
projected uptake of the functionality, more than 4x the number of page views per post, and more
than twice the number of posts per author, than we had initially projected. Meanwhile, the
Influencer program continues to provide a valuable opportunity for global business luminaries to
reach a professional audience in an ideal context. The average Influencer post drives more than
30,000 views, and we’ve heard repeatedly from Influencers that the quantity and quality of
engagement on their posts is the highest they’ve seen on the Web.
Creating value for our members enables us to deliver useful offerings to customers of our Talent
Solutions, Marketing Solutions, and Premium Subscriptions products. These product lines
transform the way our customers Hire, Market, and Sell on a global basis. In Q1, Talent Solutions

	
  
grew 50 percent to $276 million; Marketing Solutions was up 36 percent to $102 million; and
Premium Subscriptions increased 46 percent to $96 million.
For Talent Solutions, we continue to innovate around our Recruiter platform on both desktop and
mobile. A few weeks ago, LinkedIn launched Internal Job Recommendations, which gives
recruiters a better way to identify and attract some of their best candidates – existing employees
looking for a new challenge or career advancement. On the mobile front, we launched Recruiter
on Android and released an enhanced version of Recruiter for iPhone.
We believe that LinkedIn is still in the early days of fundamentally transforming the Talent industry
and in the coming years, are focused on growing the business to the point where LinkedIn
powers half of all of our customers’ hires. One of our core strategies is to materially increase the
volume of job opportunities available on LinkedIn, and improve the relevance of those
opportunities for our members. The acquisition of Bright in the first quarter was a major step
toward achieving a foundational element of the Economic Graph: to ultimately have every job
available on LinkedIn. We have quickly integrated the Bright team and are looking forward to the
first test implementations of the integration later this year.
In Marketing Solutions, Q1 saw accelerating momentum of our shift toward content marketing.
Sponsored Updates now represents 19 percent of revenue for Marketing Solutions, an increase
from 13 percent last quarter. We recently surpassed 3,000 active customers running Sponsored
Update campaigns, many of which are renewals from last year. And our Sponsored Update
customers are seeing materially improved engagement on their content, particularly on mobile,
when compared with traditional online advertising. In addition, just last week we launched our
Sponsored Updates API program with five strategic partners. During the pilot period, the beta
customers in the partner program experienced an overall lift of 30 percent in click through rates
versus prior self-managed efforts.
Within Sales Solutions, we continue to build towards the 2nd half of 2014 as we invest in both
dedicated R&D and a growing sales team. In Q1, we introduced a new Lead Recommendations
feature into Sales Navigator. This further underscores the value of using LinkedIn to help sales
professionals identify the most relevant prospects in their networks. We look forward to the
continuing evolution of this product line later this year.
Finally, we’d like to extend a welcome to our incoming new college grads, and to our 2014 intern
class, LinkedIn’s largest ever. This program is an integral part of our ability to find the best
emerging talent and provide them the opportunity to transform their careers, and those of our
members. Talent is our number one operating priority and our most important asset, and this
incoming group will continue to add to our team.
And now, I’ll turn it over to Steve for a deeper dive into our operating metrics and financials.
[Steve Sordello, CFO, LinkedIn]
Thanks Jeff,
Today I will discuss growth rates on a year-over-year basis unless indicated otherwise, and nonGAAP financial measures exclude items such as stock-based compensation expenses,
amortization of intangibles, and the tax impacts of these adjustments. The engagement metrics I
discuss will refer to internally measured metrics. And finally, we have shared a transcript of
today’s prepared remarks on our investor relations website to accompany our key metrics.
Turning to the first quarter results, member metrics were healthy: cumulative members grew 36
percent year-over-year, unique visitors increased 26 percent, and total page views, including
mobile, grew 43 percent. Desktop-only page views increased 13 percent consistent with the
approximately 10 percent growth range we expect for the full year.

	
  
First quarter member results reflect the successful long-term investments made in mobile,
content, and the underlying technology platform, which have led to an all-time high level of page
views per unique member.
In the short-term over the next few quarters, we expect some year-on-year compression in
engagement comps. As we’ve discussed previously, strong product execution post-Inversion led
to faster iteration on core products, with member growth oriented products showing particular
strength in 2013. This led to accelerated engagement in the second and third quarters of last
year.
With regard to monetization, growth was strong across all three product lines, leading to $473
million in revenue, an increase of 46 percent year-over-year.
Talent Solutions continued to perform well as our largest and fastest growing revenue line.
Revenue increased 50 percent year-over-year to $276 million, representing 58 percent of our
overall business compared to 57 percent last year.
The underlying fundamentals of the business remain strong. Within the field sales channel,
roughly 75 percent of Talent Solutions revenue, the sales force executed well, generating growth
in excess of 50 percent year-over-year.
As we discussed last quarter, a majority of field sales revenue is generated by deepening
relationships with existing customers. Our multi-year investment in balancing our sales force
between relationship managers and new customer reps continues to produce strong results,
proven out this quarter by an increasing net ratio. This metric measures renewals and add-ons
net of churn, and is a positive outcome given the larger base of recurring business.
On the new business side, productivity of new customer-focused reps improved 10 percent
versus last year, one of our stronger productivity quarters over the past two years. Net customers
grew by 1,400 in the quarter to a level that now exceeds 25,000 accounts under contract. As
Talent Solutions continues to scale, expanding the number of customers remains important to
broadening our overall footprint, but revenue will continue to be primarily driven by further
penetrating the existing customer base.
The self-serve portion of Talent Solutions, approximately 25 percent of the product line, also
performed well, with growth similar to Q4. Growth from online job listings was strong, partially
driven by price increases in select markets, and we also saw strength in job seeker subscription
growth.
More holistically, Talent Solutions continues to transform how companies can identify and hire the
best possible candidates leveraging the LinkedIn member base. As members and engagement
grow, we continue to improve our visibility into a multi-billion dollar long-term opportunity where
LinkedIn powers the majority of customer hiring, across employers of all sizes.
Marketing Solutions grew 36 percent to $102 million, representing 22 percent of revenue versus
23 percent last year.
As Jeff mentioned, Sponsored Updates is gaining traction as our first step towards a broader
content marketing strategy. The renewed momentum around Marketing Solutions ties back to the
investment and re-focused approach we took in 2013, including bringing on new product & sales
leadership. For the remainder of 2014, we will focus on scaling up the partner network through
the recently launched API, and will to continue to invest in adding new product functionality and
analytics tools to further illustrate ROI.

	
  
One area we will continue to watch is the sponsored updates impact on our traditional desktopbased business. Traditional ad growth was positive year-over-year and stronger than industry
trends, although growth slightly trailed desktop inventory growth. Field sales sell through and
pricing improved versus last year, with Sponsored Updates having a neutral to positive impact on
traditional ad growth in the early going.
Finally, Premium Subscriptions grew 46 percent to $96 million, steady at 20 percent of revenue
relative to last year.
Within general subscriptions, which remain the lion’s share of subs revenue, performance looked
similar to that in the fourth quarter, with retention rates at two-year highs and annual subscriptions
at 50 percent of the base relative to the low 40 percent range a year ago. Sales Navigator
continued to grow materially faster than general subs, leading to a greater contribution of
subscription revenue. As a reminder, Sales Navigator remains more heavily weighted today
towards individual subscribers relative to enterprise customers, although we envision this
dynamic switching longer-term to favor more enterprise contribution.
Turning to revenue by geography, we saw nice results outside the US, with international revenue
increasing 53 percent year-over-year, and displaying slight acceleration in EMEA and APAC,
good results in both markets. International comprised 40 percent of revenue versus 38 percent
last year. By channel, online contributed 42 percent of revenue compared to 43 percent a year
ago.
Moving to Non-GAAP measures, Adjusted EBITDA was $117 million, a 25 percent margin, versus
$83 million and a 26 percent margin last year.
Stock compensation, and depreciation & amortization both finished in-line with our guidance at
$68 million and $50 million respectively. For taxes, GAAP expense totaled $14 million, higher
than our $10-12 million expectation, as GAAP tax remains an area of limited visibility. Our nonGAAP tax expense was $26 million, resulting in a 35 percent rate. Beginning this quarter, we
have updated our non-GAAP tax forecasting to reflect a static tax rate, allowing us to have better
visibility. We expect a 35 percent Non-GAAP rate for the remainder of 2014.
GAAP net loss in the quarter was $13 million, resulting in a loss per share of 11 cents on 121
million fully diluted shares, compared to a gain of $23 million and 20 cents of EPS last year. On a
non-GAAP basis, net income was $47 million for EPS of 38 cents on 125 million fully diluted
shares compared with $52 million and 45 cents last year.
One last note on the P&L as it relates to our China joint-venture. The stake owned by our JV
partners can be seen on our balance sheet as a redeemable non-controlling interest, and we
expect that value to increase over time. The change in value will impact GAAP earnings on a
quarterly basis, having a $126,000 impact in the first quarter. This non-cash charge will not
impact Non-GAAP results.
The balance sheet remains healthy with $2.3 billion of cash and marketable securities. We
generated $129 million in operating cash flow compared to $104 million last year; however, free
cash flow decreased to $40 million compared to $60 million last year. The change is primarily due
to our increased capex budget driven in large part by our self-managed data center project, which
I discussed during last quarter’s call. We continue to expect capex to be in the high-teens as a
percentage of revenue this year.
I will end the call with guidance for the second quarter and an updated outlook for 2014. For
revenue, we expect Q2 to range between $500 and $505 million, 38 percent growth at the midpoint. For the full year, we are raising our outlook by $35 million, to range between $2.06 and
$2.08 billion, a 35 percent annual growth rate compared to the 33 percent reflected in prior
guidance.

	
  
For Adjusted EBITDA, we expect Q2 to range between $118 and $120 million, a 24 percent
margin at the midpoint. We are increasing our full year outlook to range between $505 and $510
million from approximately $490 million, now a 25 percent margin at the mid-point. As a reminder,
EBITDA guidance includes an approximately $8-10 million impact from the Bright acquisition.
For stock compensation, we expect $75 million for the second quarter and $305 million for the full
year. On depreciation and amortization, we expect $53 million for the second quarter, and $225
million for the full year. On tax, we expect GAAP expense of approximately $10 million for Q2 and
$50 million for the year. We expect a non-GAAP tax rate of approximately 35 percent for the
remainder of the year.
In closing, our philosophy of sustained, long-term investment delivered another strong quarter.
Member growth and engagement trends remained healthy, Talent Solutions showed consistent
performance, and while early, Marketing Solutions experienced renewed momentum in the form
of Sponsored Updates traction.
Going forward, we will maintain this long-term focus by investing in the strategic priorities outlined
last quarter, including newer initiatives such as growing our publishing platform, scaling our jobs
initiative, and making progress in our nascent sales business. We are excited for the rest of 2014,
and believe our investments will continue to create a more engaging member experience while
transforming the way our customers hire, market, and sell.
Thank you for your time and we will now take questions.
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