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Fellow Shareowners,

2019 represented a year of continued evolution for our business as we executed against the strategic framework I shared with you 
in last year’s annual letter.  As a refresher, the core pillars of that framework are to (1) protect and optimize our core business, (2) 
expand our brand customer base, and (3) develop our indirect channels and strategic partnerships.  I am pleased to share several 
highlights we achieved in 2019:

1. Significant improvements in our profitability and efficiency. Consistent with our commitment to protect and optimize our core 
business, and validating our strategic shift over the last few years to focus on higher-quality and more profitable customers, in 
2019, our Adjusted EBITDA1 exceeded $20 million, more than doubling from 2018.  We achieved this despite our relatively steady 
revenue in the year, and remain fully committed to delivering long-term balanced improvements in profitability and revenue growth.  
2019 was also our first full year of positive GAAP net income, and we generated $13 million in operating cash flow, up significantly 
from $1 million the prior year.  Importantly, we achieved these results without sacrificing our investments in future growth, including 
research and development, customer service, and sales.  Our improved profitability, cash generation, and debt-free balance sheet 
affords us the flexibility to continue to invest in key growth initiatives, and in an environment where profitability is increasingly in 
fashion again, I am pleased we have been able to demonstrate the strength of our business model.

2. Increased exposure to brands. 26.1% of our revenues came from brands in 2019, up from 21.7% in the prior year, representing 
an increasing proportion of our customer base.  Our objective is to generate at least 50% of our revenues from brands by the end 
of 2022.  Brands are an important part of our growth strategy as we believe e-commerce and digital disruption are compressing 
the distance between brands and consumers, driving a shift from traditional retail channels towards more direct-to-consumer 
programs.  Our platform – encompassing key digital marketing channels like Amazon Advertising; multimodal selling models like 
first-party, dropship, and third-party; and fulfillment and logistics capabilities – is exceptionally well-positioned to help brands 
connect with more consumers, increase sales, and improve efficiency.  For these reasons, our average revenue per customer is 
significantly higher for brands, our opportunity to expand with existing brand customers is substantial, and the revenue retention 
we enjoy with brands is significantly higher than what we see with our traditional retail customers.  In short, the migration of our 
customer base towards brands has led to a more efficient business model for us.

3. Expanding strategic partnerships.  In late 2019, we consummated a strategic partnership that, among other things, represents 
our first distribution channel for our forthcoming Starter Edition, which we anticipate launching in the second quarter of 2020.  We 
are very excited to bring the power of ChannelAdvisor to new customer segments through this simpler and easier “lightweight” 
version of the platform and to do so through the efficiency of a close strategic partner.  I am bullish on the prospects of this 
initiative and in our continued investments in establishing more such strategic distribution partnerships.

4. Investments in future growth.  Although we are very pleased with our improvements in profitability, we are fully aware that 
improving revenue scale is equally if not more important to long-term value creation.  To that end, having achieved profitability 
and positive cash flows, and in addition to investing in our various products and initiatives for brands and distribution partners, we 
have also reinvested in our sales capacity, specifically in the U.S., to improve our ability to drive bookings growth and eventually 
revenue growth.  We have work to do on this front but I am confident that we have started 2020 on the right foot with a substantially 
increased sales force.

Our industry is very dynamic and this requires almost continuous reinvention not only for our thousands of customers globally, but for 
us as well; I am immensely proud of how effectively our colleagues continue to learn, adapt, and help lead our customers along their 
digital journeys.  Our mission, as always, is to connect and optimize the world’s commerce, and I am excited to see ChannelAdvisor 
approach its third decade stronger than ever.

David Spitz
CEO

1 Adjusted EBITDA is equal to net income (loss) adjusted for income tax expense, interest expense, depreciation and amortization, stock-based compensation and 
certain one-time costs. Adjusted EBITDA is not calculated in accordance with accounting principles generally accepted in the United States, or GAAP.  We include a 
description of this measure and its limitations in our enclosed Annual Report on Form 10-K.  Please see the section entitled “Adjusted EBITDA” in the annual report for 
more information and for a reconciliation of Adjusted EBITDA to net loss, the most directly comparable financial measure calculated and presented in accordance with 
GAAP.
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