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Executive Summary

Metrics and FundamentalsCatalyst Summary

1 Flink Hypergrowth Inflection

Confluent is undergoing a strategic shift from its legacy Kafka business to its next-

generation Apache Flink platform. Flink ARR grew 700% YoY, with 71% sequential 

growth in Q3 2025, yet remains a small percentage of total revenue—creating a major 

upside disconnect. As Flink crosses 25% of revenue in FY2026, overall company 

growth is projected to re-accelerate from 7% → 37%, marking the beginning of a multi-

year inflection cycle.

2 Agentic AI Infrastructure Positioning

Confluent is evolving from a data streaming provider to a foundational AI infrastructure 

platform. The launch of the Confluent Intelligence AI layer positions Flink as mission-

critical for real-time AI agents requiring sub-100ms decisioning. AI-related patent filings 

increased 185%, and Confluent’s integration across Kafka + Flink provides a unique end-

to-end real-time data engine with no direct competitor.

3 Multiple Upside Pathways via M&A Optionality

Confluent’s clean balance sheet, recurring revenue base, and strategic importance to 

hyperscalers create meaningful M&A optionality. Private equity and large cloud vendors 

have credible strategic rationales to acquire Confluent. Fundamental valuation supports 

$33–39/share, while M&A scenarios imply $38/share, representing +46% to +68% 

upside across cases.

Current Price: $22.63

Target Price: $37.14

Upside: 64.1%

Investment Horizon: 12 Months 

C O N F L U E N T ’ S  I N F L E C T I O N  P O I N T  D R I V E N  B Y  F L I N K  A D O P T I O N
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Market Overview
R E A L - T I M E  D A T A  S T R E A M I N G :  T H E  B A C K B O N E  O F  M O D E R N  D I G I T A L  O P E R A T I O N S

Governance and operational simplicity are becoming decisive buying criteria

- At scale, streaming bottlenecks shift from throughput to governance, making schema 

management, access control, lineage, and data quality critical

- Operational simplicity is becoming a key differentiator, as centralized stream governance 

and Kafka’s move away from ZooKeeper reduce complexity at scale.

Streaming is converging with the lakehouse and open table formats

- Real-time data and analytics data are no longer separate systems, with clean, governed 

event data landing directly in open analytical tables to serve both real-time and bath use cases

- Value is shifting to vendors that own the bridge between operational event streams and 

analytical data platforms, not just the messaging layer

Real-time replaces batch across analytics and AI pipelines

- Enterprises are shifting from batch ETL to real-time ingestion to enable immediate 

responses to customer and system events

- Demand is moving toward low-latency, production-grade ingestion that delivers near real-

time data directly into analytics and AI workflows

Key TrendsU.S. Data Streaming Market

Enterprises are modernizing toward cloud native and microservices 

architectures, which creates more events, more producers and consumers, 

and makes real-time streaming a core system of record for operational 

data. At the same time, AI and real time analytics raise the value of lower 

latency pipelines
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Company Overview
T H E  I N F R A S T R U C T U R E  F O R  T H E  A G E N T I C  A I  R E V O L U T I O N

Confluent, Inc. (NASDAQ: CFLT)

Headquartered in Mountain View, California

Data Streaming Platform

Provides enterprise-grade data streaming infrastructure built on Apache Kafka and Apache Flink, serving 80% of 

Fortune 100 companies with Q3 FY2025 revenue of $298.5M and 24% cloud growth

Operations

Delivers fully managed cloud-native streaming platform with proprietary Kora engine (10x performance) and the 

only managed Flink offering, achieving 9.7% operating margin in Q3 2025

Revenue Splits

Key Metrics YoY

2011 – Apache Kafka 
created at LinkedIn by 
Confluent founders

2014 – Confluent 
founded to 
commercialize Kafka

2021 – IPO on 
NASDAQ under ticker 
CFLT at $36/share

2024 – Launches Streaming 
Agents for Agentic AI, acquires 
Flink technology leadership

2025 – Exploring strategic 
alternatives, Infosys partnership 
($200M investment)

Key Metrics Q3 2024 Q3 2025

Revenue Growth 25% 19%

Cloud Revenue 

Growth
30% 24%

Gross Margin 77% 78%

Operating Margin 6.3% 9.7%

RPO Growth 28% 43%

Free Cash Flow 

Margin
3.7% 8.2%

Market Leader in Data StreamingFounded in 2014

Corporate Timeline
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Business Segments
T H R E E  O F F E R I N G S ,  O N E  D A T A  S T R E A M I N G  P L A T F O R M

Confluent Cloud

Products

Customers

Markets

Key Inputs

Confluent Platform Professional Services

Fully managed data streaming platform 

delivered as a cloud service with usage based 

consumption

Cloud modernization and real-time  analytics 

where elastic scale faster iteration outweigh 

infrastructure control

Data and application teams that start small, 

then expand usage as streaming becomes 

embedded across more workloads

Managed reliability, cloud ecosystem 

integrations, and sustained innovation in 

governance and security

Self managed enterprise streaming software 

for running Kafka with deeper control, 

customization, and compliance

Regulated and hybrid environments where 

data residency, operational control, and 

standardized architectures drive purchase 

decisions

IT and platform engineering teams 

standardizing streaming across many apps, 

often under multi-year agreements

Product engineering, enterprise support, and 

strong governance and security capabilities 

for deployments.

Implementation, migration, and training 

services that speed adoption and reduce 

deployment risk

Enterprise rollouts and migrations where 

expertise and change management determine 

success

Larger organizations that need hands on 

enablement, especially during initial platform 

adoption or migration

Experienced delivery talent, proven 

playbooks, and training content that 

improves adoption and retention
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• Product Vision – Co-creator of 

Apache Kafka at LinkedIn; 10+ 

years managing real-time data systems

• AI Infrastructure Scaling - Leading 

28% YoY Confluent Cloud revenue 

growth & major margin expansion

• Kafka/Flink Integration – Key 

technical leader driving Kafka/Flink 

unification in Confluent’s platform

• Reliability Architecture - Former 

IBM Almaden 

Researcher specializing in databases 

& distributed systems

• Scaling Enterprise Economics - 

Oversaw improvement from –9% to 

+5% non-GAAP operating margin 

YoY

• Financial Discipline - Former Head of 

Finance at Palo Alto Networks; led 

multiple financial teams

Management
V I S I O N A R Y  L E A D E R S H I P  I N  R E A L - T I M E  D A T A  &  A G E N T I C  A I  I N F R A S T R U C T U R E

Rohan Sivaram

CFO

Jun Rao

Co-Founder

Jay Kreps

CEO & Co-Founder
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Flink ARR Growth: 70% Sequential Growth in Q3 → $17M Run-Rate

- 70% sequential growth in Q3 

2025 represents explosive, 

exponential acceleration

- We extracted this metric from the 

earnings call transcript by cross-

referencing Q2 and Q3 

commentary

- This implies a $17M quarterly 

run-rate ($68M annualized),

- Wall Street is modeling ~50% YoY 

growth; we see evidence of a 

product hitting an inflection point 

Flink Customers: 1,000+ Paying Customers
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Flink ARR Growth (in millions)
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4x Faster Than Competitors’ Trajectory

Flink Snowflake

Developer Adoption: 5.8x More Engagement Than AWS & Azure Combined

- 5.8x more developer engagement on Stack Overflow compared to AWS MSK and Azure 

Event Hubs combined

- This bottom-up developer preference is a powerful leading indicator of enterprise adoption

- When developers choose Confluent for personal projects and side work, enterprise-wide 

adoption follows within 12-18 months

- We've seen this pattern with MongoDB, Databricks, and HashiCorp - developer love precedes 

enterprise revenue by 18-24 months

Product Focus: Dedicated Flink Teams

- We identified 40+ open Flink-specific roles in Q3 2025 via 

LinkedIn and job posting analysis, including senior 

leadership positions

- GitHub commit analysis shows a strategic focus on Python 

integrations and AI/ML workflows

- 35% of Flink-related commits in Q3 involved Python or ML 

libraries, proving that Confluent is positioning Flink as 

infrastructure for AI workloads

Investment Thesis
P I L L A R  1 :  F L I N K ' S  E X P O N E N T I A L  G R O W T H  I S  U N D E R E S T I M A T E D
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Kafka Revenue - Legacy Vs 
New Product 

Flink Kafka

Confluent: Kafka → Flink 

Transition (2024-2026)

• Revenue growing +7-25% despite 

transition (BETTER than Adobe's -8%)

• Core Kafka decelerating (15% → 

1%) as sales focus shifts to Flink

• Flink exploding (700% growth) but 

only 2% of revenue in FY2024

• Inflection point: FY2026 when Flink 

crosses 25% of revenue

• Company growth re-accelerates from 

7% → 37% in FY2026

FY2024 – Flink: $15M 
ARR (2% of revenue), 
Q3: 71% sequential 
growth

FY2025 – $120M ARR (9% of 
revenue), 60% sequential 
growth continues, OpEx 
Leverage Begins

FY2026 – 
INFLECTION POINT, 
Flink: $450M ARR 
(26% of revenue)

FY2027 – Flink: $851M ARR 
(38% of revenue), Company 
growth: 30% and best-in-class 
margins

FY2028 - Flink: $1.3B ARR (46% 
of revenue), Company Growth: 
23% and Market leader position

Growth Timeline Wall Street’s View vs Our View 

Topic Wall Street Our View

Revenue Decelerating from 41% → 7% 
(mature company)

Product transition  (Adobe 
Precedent)

OpEx 91% of revenue (out  of control, 
no discipline)

Front-loaded investment in 
Flink

Flink Too small  (2% of revenue), 
won't  move needle

Growing 700%, scal ing 2x 
faster than Snowflake

Inflection No catalyst , growth stays at 
15-20% forever

FY2026 when Flink crosses 
$450M → drives 37% total 

revenue growth

Valuat ion Worth 6.0 x revenue (fair value 
= current price)

Worth $40 (3.1x EV/2026E 
revenue,  83% upside from $22)

Investment Thesis
P I L L A R  2 :  S L O W  R E V E N U E  G R O W T H  A N D  H I G H  O P E X  P R E C E D E  I N F L E C T I O N
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AI Positioning: Strategic Pivot to "Confluent Intelligence" AI Platform

• "Confluent Intelligence" AI Platform announced at Current 2025 conference (Oct 29-30, 

2025)

• This is not incremental positioning, it's a deliberate rebranding from data streaming to AI 

platform

• Positions Confluent as mission-critical infrastructure for Agentic AI systems that require 

sub-100ms decision-making

• AI platforms command 8-12x NTM revenue multiples vs. 4-6x for data infrastructure

• Confluent currently trades at 6.0x NTM revenue, if re-rated as an AI platform, implies $34-38 

per share on current revenue estimates

185% Surge in Patent Filings Focused on AI/ML 

•  We analyzed USPTO and Google Patents data: Confluent filed 

13 AI/ML-related patents in 2024-25 vs. 7 in 2022

• These patents cover real-time AI inference pipelines, streaming 

vector databases, and low-latency ML model serving

• This is exactly the technology stack required for Agentic AI 

systems that need sub-100ms decision-making

• Patents create a 3-5 year moat against cloud provider competition 

-AWS/Azure would need to engineer around Confluent's IP or 

risk infringement

GEP Case Study - Shows 1,400% Improvement in AI-

Powered Predictions

0

5

10

15

AI-Powered Predictions

AI Predictions Improve 14x

Before After

$200M Partner Investment with Infosys

• $200M partner investment with Infosys 

specifically focused on Generative AI and 

Agentic AI use cases

• This is not a generic partnership - Infosys is 

training thousands of consultants to deploy 

Confluent as the data streaming backbone for 

enterprise AI projects

• This dramatically lowers customer acquisition costs (CAC) and accelerates 

enterprise adoption

• This is the Databricks-Accenture playbook: Databricks scaled from $1B to 

$10B ARR in 4 years using SI partnerships

Investment Thesis
P I L L A R  3 : C F L T  I S  P O S I T I O N E D  F O R  E S S S E N T I A L  A G E N T I C  A I  I N F R A S T R U C T U R E
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Strategic Fit - Multiple Credible Acquirers with Strong Rationale

Hyperscalers (AWS, Azure, GCP): Need managed Kafka solution + differentiated AI 

streaming platform

Enterprise Software (Salesforce, Oracle, IBM): Missing real-time data layer for 

AI/analytics offerings

Private Equity (Vista, Thoma Bravo, Silver Lake): Attractive LBO profile with path to 

20%+ margins

Current 6.0x valuation is 40-50% below typical M&A multiples (8-12x for data infrastructure deals)

Valuation Gap: 40-85% Upside Across All Scenarios

0
10
20
30
40
50

Valuation Gap Creates M&A Window

Price per Share

Fundamental value (no 

M&A): $36.8w per share 

(62.7% upside)

- Based on Flink growth 

trajectory + AI platform re-

rating

Conservative M&A scenario: 

$33 per share (+46% upside)

Bull M&A scenario: $42 per 

share (+85% upside)

Assumes 10x NTM revenue (AI 

platform premium) vs 8x

Structurally Easy to Execute, Financially Attractive

No poison pill or anti-takeover measures; structurally easy to 

acquire

Public company with transparent financials - no due diligence 

surprises, audited statements, SOX compliance already in place

Not a horizontal merger, Confluent doesn't compete directly with 

any likely acquirer (AWS/Azure have weak Kafka offerings, 

enterprise software lacks streaming)

Multiple Data Points Suggest Active Process

• Stock price behavior: Oct 2025 spike from $20→$27 (+35%) on 

no news, 3x volume increase, unusual $30-35 call buying, short 

interest drop from 8.5%→6.97% - classic informed buying 

pattern

• Databricks $43B raise, Wiz rejected $23B Google offer, 

Snowflake activist (Starboard), MongoDB explored sale. 

Proves buyer appetite for data infrastructure at premium 

valuations

• Sell-side analyst activity pattern preceded Tableau-Salesforce

Investment Thesis
P I L L A R  4 : M & A  S P E C U L A T I O N  C R E A T E S  F R E E  C A L L  O P T I O N  O N  F U N D A M E N T A L  V A L U E
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Valuation
M U L T I - T I E R E D  V A L U A T I O N  A P P R O A C H
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Risks and Mitigations

Apache Flink may not achieve 

projected 275% growth in 2026E if 

enterprise AI adoption is delayed

Confluent may struggle to reach 

34% EBIT margins by 2030E if 

OpEx doesn't scale efficiently

If AI hype fades, demand for real-

time data infrastructure could 

decline sharply

•  Flink already proven with Fortune 100 companies (LinkedIn, Uber, Netflix) for real-time AI 

workloads

•  Confluent offers only fully managed Kafka + Flink platform, reducing implementation 

complexity by 80%

• Real-time streaming critical beyond AI (fraud detection, IoT, logistics); 80% of Fortune 100 

already customers

• Core Kafka business ($1.2B run-rate) provides valuation floor of $20-25/share even in severe 

downturn

• SaaS peers (Snowflake, Datadog) achieved 30-40% margins at scale; 120%+ NRR drives 

efficient growth

• Land-and-expand model with negative NWC provides cash cushion even if profitability is 

delayed

T H R E E  A N S W E R S  T O  W H Y  W E ’ R E  S T I L L  B U L L I S H
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Any Questions? 



Appendix – Public Comps
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Appendix – Precedent Transactions
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Appendix – DCF Analysis
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Appendix – DCF Analysis (Base)
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Appendix – DCF Analysis (Bear)
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Appendix – DCF Analysis (Bull)
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Appendix – DCF Tornado Chart
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Appendix – Markov DCF Analysis
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Appendix – Reverse DCF Analysis
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Appendix – Revenue Disaggregation
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Appendix – Subscription Unit Economics
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Appendix – NRR Stability Model
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Appendix – Customer Tiering Model
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Appendix – Income Statement
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Appendix – Cash Flow Statement
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Appendix – Balance Sheet
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Appendix – CFLT Correlation Spread
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Appendix – CFLT Rolling Beta
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Appendix – Cumulative Return Decomposition
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Appendix – Idiosyncratic Variance
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Appendix – Earnings Reaction Model
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