
 

 

Buy $NOW: ServiceNow Positioned for Growth  
ServiceNow remains a global leader in cloud-based software, supported by a strong 

competitive moat and its effective land, expand, and retain strategy for growth. The 

accelerating adoption of artificial intelligence across businesses represents a 

tailwind, with ServiceNow’s generative AI offerings providing a significant growth 

opportunity. We initiate $NOW with a BUY rating and a price target of $1,169. 

 

Thesis Point 1 ServiceNow benefits from a strong competitive moat driven by high 

switching costs. While the platform initially focused on IT service management, it has 

since expanded into HR, customer service, finance, and operations. ServiceNow 

employs a land, expand, and retain growth strategy, typically onboarding customers 

with a single product. That initial offering features an easy-to-use, highly 

customizable user interface that integrates into existing workflows. Once customers 

realize value from the core product, they can expand the services they receive from 

the platform, across multiple functions. This approach embeds the platform deeply 

within customer organizations, creating operational dependence as multiple 

departments collaborate and share data on the same system. As a result, switching 

away from ServiceNow becomes increasingly costly and disruptive. This strategy has 

driven high customer retention, with rates around 98%. Additionally, approximately 

75% of customers use multiple products, highlighting both the effectiveness of the 

land and expand model and that there is still plenty of room for additional expansion, 

driving growth. 

 

Thesis Point 2  ServiceNow is well positioned to benefit from the accelerating 

adoption of artificial intelligence. In September 2023, the company launched Now 

Assist, integrating generative AI capabilities across its platform. Now Assist is 

embedded throughout ServiceNow’s applications, enabling customers to enhance 

productivity, automate decision-making, and improve workflow efficiency. 

Consistent with ServiceNow’s land, expand, and retain strategy, Now Assist is offered 

as an add-on, deepening customer engagement and increasing average client value. 

The company expects Now Assist deals to exceed $500 million in average client value 

by 2025. Reflecting strong early traction and confidence in long-term demand, 

ServiceNow has raised its AI revenue contribution target from $250 million in FY2026 

to $1 billion. More broadly, business adoption of AI continues to accelerate, with a 

growing number recognizing the productivity benefits generative AI can bring. With 

more businesses seeking to utilize AI, demand will grow for ServiceNow’s AI add-on 

products. 

 

Company Overview  Founded in 2004 and headquartered in California, ServiceNow 

is a global leader in cloud-based software that enables organizations to digitize and 

automate workflows. The platform operates across four core solution areas: 

Technology, Customer and Industry, Employee, and Creator workflows. ServiceNow 

serves approximately 8,400 customers worldwide, including 85% of the Fortune 500. 

Despite operating in a highly competitive industry, ServiceNow differentiates itself 

through its tightly integrated platform of applications, high switching costs, and easy-

to-use, user-friendly interface. 
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TICKER:                       $NOW  

RATING:                                                              BUY 

PRICE:                    $865.06    

PRICE TARGET:                $1,169.30 

MARKET CAP:              $164.693bn 

52-W RANGE.                         $678.66 - $1,198.09 

P/E:       95.33x  

IMPLIED UPSIDE:                     35.17% 



 

Risk 1  

While ServiceNow’s high switching costs create a strong competitive moat, the company 

faces risk from competitors adopting a similar land, expand, and retain strategy. 

Competitors such as Salesforce currently concentrate on specific functional areas, like 

customer service, however, if these platforms successfully expand into adjacent 

workflows, they could erode ServiceNow’s differentiation as a single, integrated platform 

for use across multiple departments. ServiceNow could lose existing customers who 

previously chose the platform due to its unique platform if better offers arise, losing 

subscriptions and creating a decline in revenue growth.  

Risk 2  

Although ServiceNow has seen early success with AI-enabled products such as Now 

Assist, the competitive landscape remains intense. Alternative AI solutions, including 

offerings such as IBM’s Watsonx.ai, present possible substitutes. While existing 

customers may prefer ServiceNow’s AI tools due to their platform integration, 

competitors offering comparable functionality at lower price points could limit adoption 

and constrain the revenue ServiceNow expects from its AI initiatives. 

Catalysts  

The primary catalyst for ServiceNow’s stock is increasing demand for its AI-enabled 

features. The land and expand approach is ServiceNow’s business strategy for growth. 

Therefore, if businesses continue to adopt AI, this should drive sales of ServiceNow’s 

generative AI products, such as Now Assist. 

Valuation   

Our 5yr DCF model assumes a 50.0x EV/EBITDA mutliple. Revenue growth remains 

strong, assuming ServiceNow’s land, expand, and retain approach continues in 

effectiveness. Accelerating adoption of AI by businesses leads to a rise in existing 

customers purchasing add-on products, driving revenuem, widening margins, and 

creating an increase in average customer value. The resulting CAGR over the 5 year period 

is 17.9%.   

Conclusion 

We see strong long-term growth potential for ServiceNow, underpinned by its strong 

competitive moat and effective land, expand, and retain strategy. This model enables the 

company to drive revenue growth from its existing customer base even as the pace of new 

customer additions moderates. In addition, ServiceNow’s investments in AI-driven add-

on products, such as Now Assist, position the company to benefit from the accelerating 

adoption of artificial intelligence across business operations. The integration of these AI 

capabilities into ServiceNow’s existing workflow platform lowers adoption friction and 

enhances customer value, reinforcing the expand component of its growth strategy. 

Taking this tailwind into account along with ServiceNow’s singificant competitive moat, 

we initiate coverage with a BUY rating and a $1,169 PT with a 35.17% upside. 

ServiceNow | NYSE: NOW  

Technology | Software Application 

Dec 10, 2025 



 

 

    
B

lue
gr

as
s C

ap
ita

l R
ese

ar
ch

ServiceNow | NYSE: NOW  

Technology | Software Application 

Dec 10, 2025 

Downside Case: Our $688.83 downside case PT is based on 

a 45.0x EV/EBITDA multiple, assuming demand for 

additional product add-ons, including those that use 

generative AI, falls among existing customers. Revenue 

growth falls to 14% in 2026 and then continues to decline, 

with margins narrowing after 2025. 

Upside Case: Our $1629.00 upside PT case is based on a 

60.0x EV/EBITDA multiple, assuming the demand for 

additional add-ons is higher than expected, with an increase 

in sales beating expected revenue growth. Margins continue 

to expand, reaching 19% in 2030. 

Disclosures and Ratings: Bluegrass Capital Research does not hold any professional relationships with the securities mentioned in this 

report. Our ratings are defined as follows: Buy (expected to outperform the market), Hold (expected to perform in line with the market), and 

Sell (expected to underperform the market), typically over a 12-month horizon. This report is for educational and informational purposes only 

and should not be considered as financial advice. 


