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Computer & IT Services Weekly 
 May 31st: Do Dividends, Buybacks Matter? A Nuanced Viewpoint   
 

 Upcoming Events — (1) Citi IT Day on June 11th in NYC – chance to hear from senior 
Citi IT leaders. (2) CTSH West Coast Marketing June 17th-18th. (3) I will be on an 
industry panel at Mobile Commerce World on June 24th www.mcommworld.com  

 Do Dividends, Buybacks Matter? — In recent months, the out-performance of stocks 
with dividend yields has been a matter of keen investor interest. To coincide with Citi's 
new Strategy publication The Global Search for Yield (a worthwhile read just for its 
broad global perspective) we decided to do our own analysis on the topic. The details 
are on page 2, but there are several interesting conclusions – for example, its not the 
dividend per se, but the level of the dividend that is the key (ACN, FIS, NLSN, WU); 
buybacks don't seem to matter as much, except when combined with an above-market 
dividend yield; if companies refuse to raise their dividend to an above-average level, 
their best bet is above-average growth (MA, FLT, VNTV, etc).    

 Mobile Payments — Over the past 16 months, we have done considerable work on 
the Mobile Payments trend, including our GPS report (highlighted below) and as a part 
of the more recent 10 Disruptive Innovations report. This latter report was highlighted 
on CNBC this week – we were on Power Lunch – and the video with our views is 
available on CNBC’s website 

 Immigration Update — This week we hosted an industry expert to discuss the 
immigration reform situation and the potential impact on IT Services companies. 
Specifically we discussed the Senate Judicial Committee outcome, the upcoming 
Senate discussion/vote, the current / potential future House Bills, and the conference 
committee process. Replay number is (719) 457-0820 and passcode is 8717500. 

 Recent IT Services Reports — (1) Immigration Reform: IT Services Impact from US 
Immigration Bill (2) Offshore IT Services Market Evolution: Changing Face of IT 
Services (3) IT Services Share Shift Analyses: 1Q13 Share Shift and 4Q12 Share Shift 
(4) 1Q13 CIO survey, click here (5) 2013 IT / BPO Market Evolution: click here (6) 
World Champions: Focus ACN (7) West Corp Initiation: WSTC Initiation 

 Recent Processor Reports — (1) GPS report on Mobile Payments: Eight Crucial 
Questions, Answered; (2) Visa Europe analysis: 1Q13 Networks Preview; (3) Cross-
Border Analysis: click here (4) Acquirer Impact Chase-Visa deal: click here; (5) HAWK 
Initiation: click here (6) 2013 Processor Preview: Processors - Go for Growth 

 What's In This Report? — In our editorial, we provide our view on the Processor side 
of our coverage. Following that, the “Our Take” section has our quick takes on this 
week’s economic and stock news items. We also provide stock price performance 
charts and comments; foreign exchange charts; and our comp sheets.  
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In recent months, the seeming out-performance of stocks with dividend yields has 
been a matter of keen investor interest. This, combined with our Strategist team's 
latest publication The Global Search for Yield, led us to perform the analysis below 
for our coverage sector.  

We limited our analysis to those stocks in our coverage that have at least $20 
million in average daily trading volume over the past 6 months. We present the 
analysis in the figure below. 

1. Above-market dividend yields (greater than 1.8%) matter and 6 of 8 companies 
that have a superior dividend yield beat the market. Among these, the best 
performers also had a good-sized buyback. 

2.  Companies with below-market yields had a worse outcome and it was no 
different than companies without a yield (3 of 6 beat the market in each case). 
Among these companies, a good-sized buyback did not help at all! 

3. No-dividend stocks seem to still trade based on the fundamentals with superior 
top-line growth the best determinant of performance – note this was actually 
our 2013 investment thesis for the payment processing names. 

Figure 1. Do Dividends Matter? Only if they are Above-Market Yields…..Buybacks? Not Really – BUT Growth Matters 

Tkr. C ompany Close (5 /29 ) 6m Return Div . Yield Net Repurchase
PAYX Paychex $37.83 17% 3.5% N/M
WU Western U nion $16.37 29% 3.1% 8%
ADP Automatic Data Processing $69.77 24% 2.5% 1%
ACN Accenture $82.95 21% 2.0% 3%
FIS Fidelity National Info Svcs $45.07 25% 2.0% 2%

NLSN N ielsen $33.90 19% 1.9% 0%
CSC Computer Sciences $43.55 13% 1.8% 1%
IBM IBM $207. 92 9% 1.8% 4%

SPX S&P 500 $1,648.36 16% 1.8% n/a

Tkr. C ompany Close (5 /29 ) 6m Return Div . Yield Net Repurchase
TSS Tota l Systems $23.64 8% 1.7% 1%

DOX Amdocs $36.11 9% 1.4% 6%
V Visa $178. 14 20% 0.7% 1%

TW Towers W atson $77.35 46% 0.6% 1%
MA MasterCard $573. 01 18% 0.4% 2%
GPN G lobal Payments $48.00 9% 0.2% 0%

Tkr. C ompany Close (5 /29 ) 6m Return Div . Yield Net Repurchase
FLT FleetCor Technologies $85.91 67% 0.0% 2%
ADS Alliance Data Systems $181. 13 27% 0.0% 1%

VNTV Vantiv $26.36 22% 0.0% N/M
FISV Fiserv $87.79 15% 0.0% 5%
CTSH Cognizant $64.28 -4% 0.0% 3%

PAY VeriFone Systems $23.51 -23% 0.0% N/M

S
to

ck
s 

w
ith

 b
e

tte
r-

th
a

n-
m

a
rk

e
t 

yi
e

ld
S

to
ck

s 
w

ith
 w

o
rs

e-
th

a
n

-m
ar

k
et

 y
ie

ld
S

to
ck

s 
w

ith
 

n
o

 y
ie

ld

6 of 8 stocks with high 
yields beat the 

market…AND the best 
performers also had a 
good-sized buyback

If the yield wasn’t high, 
it had the same impact 
as not having a yield! 

Good-sized buybacks didn’t 
necessarily help…UNLESS 

also accompanied by an 
above-market dividend yield

For no-dividend 
stocks, growth 
was the catalyst

For lower-dividend 
stocks, (perceived) 
growth and execution 
were the catalysts
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Source: Citi Research, FactSet 
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1. ADS Signs Contract with Irving Oil – Alliance Data's LoyaltyOne unit has 
signed an agreement with Irving Oil to become a partner in its AIR MILES 
program. Irving Oil will begin issuing miles at its 300 locations in a sequenced 
rollout this summer. 

2. NTSP Announces Modification to TSS Merger – NetSpend announced that it 
has adjourned its stockholder meeting to discuss and vote on the proposed 
merger with TSS until June 18th as a result of pending class action lawsuits. In 
connection with the delay, the fee payable to TSS in the event the merger is 
terminated has been reduced to $44 million from $52.6 million.  

3. TSS Signs Agreement with KeyBank – TSYS announced that it has signed a 
long-term payments agreement with KeyBank to provide payment processing 
for the bank's consumer credit card portfolio. KeyBank began self-issuing credit 
cards last year after its $725 million purchase of the Key-branded credit 
portfolio from Elan Financial Services. 

Consulting & IT Services Update(s): 

1. CSC Sells ATD Unit – CSC announced that it has signed an agreement to sell 
its base operations, aviation and range services unit (named ATD) to PAE for 
$175 million. CSC acquires ATD with the 2003 purchase of DynCorp. In FY13, 
ATD revenue was ~$760 million with low-to mid single digit operating margins. 

Customer Care & Billing Services Update(s): 

1. TTEC Increase Share Buyback – TeleTech announced that its board has 
approved an additional authorization of $25 million for future share 
repurchases. As of March 31st, the company had $15.6 million remaining on its 
share buyback program. 

 

Payment Processing Update(s): 
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1. US – Home Prices Rise – Home prices in the US rose 1.1% on a seasonally 
adjusted basis in March following a 1.3% gain in February. The reading was 
modestly above consensus expectations for a 1.0% increase. On a year-over-
year basis, prices rose 10.9%. 

2. US – Consumer Confidence Jumps – The Conference Board's measure of 
consumer confidence rose 7.2 points in May to 76.2. The reading was well 
ahead of consensus expectations of 71.5 due to rising home prices, stock 
market gains and an improved job environment. 

3. US – GDP Estimate Lowered – Growth in real GDP was lowered to an annual 
pace of 2.4% for 1Q13 versus prior estimates of 2.5%. The decrease resulted 
primarily from lower inventory investments. 

4. US – Jobless Claims Rise – Weekly jobless claims rose 10k to 354k, which 
was worse than consensus expectations of 340k. The four-week average rose 
7k to 347k. 

5. US – Consumer Spending Falls – Consumer spending in April declined 0.2% 
in April following a 0.1% increase in March. The reading was below consensus 
expectations for no gain. 

6. US – Philadelphia Fed Index Falls – The Philadelphia Fed Survey index 
declined 6.5 points to -5.2 in April. Consensus had looked for an increase to 
2.2. The shortfall was due to weakness in new orders and shipments. 

7. Europe – Economic Confidence Rises – Economic confidence in the euro 
zone rose 0.8 points to 89.4 in May. The reading was modestly below 
consensus expectations of 89.6. 

8. Europe – Unemployment Rate Rises – The unemployment rate in Europe 
rose to 12.2% in April from 12.1% in March. The reading was in-line with 
consensus expectations. 

Economic Updates 
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Figure 2. Company Events Calendar 

Date Time Company / Topic Ticker Event Details

5-Jun-13 4:30 PM ET VeriFone PAY 2Q13 Earnings and Conference Call

6-Jun-13 10:00 AM ET Visa V 2013 Investor Day

27-Jun-13 10:30 AM ET Paychex PAYX 4Q13 Earnings and Conference Call
 

Source: Citi Research 

 

 Company Events Calendar (Jun 3 – 30) 
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Figure 3. Computer & IT Services Weekly Stock Price Performance (As of Thursday, May 30, 2013) 

Tkr. Major Market Indices Close -1W -1M -6M QTD YTD -12M -3Y -5Y
SPX S&P 500 $1,654.41 0% 4% 17% 5% 16% 26% 52% 18%

COMP NASDAQ $3,491.30 1% 5% 16% 7% 16% 23% 55% 38%

Tkr. Customer Care/Billing Close -1W -1M -6M QTD YTD -12M -3Y -5Y
DOX Amdocs $36.23 1% 1% 8% 0% 7% 25% 27% 12%
CVG Convergys $18.41 3% 8% 18% 8% 12% 31% 69% 14%
TTEC TeleTech Holdings $22.74 2% 7% 34% 7% 28% 55% 76% -12%
WSTC West Corp $22.70 -1% 8% N/A 18% N/A N/A N/A N/A

Tkr. BPO Services Close -1W -1M -6M QTD YTD -12M -3Y -5Y
EXLS ExlService Holdings $29.51 0% -10% 10% -10% 11% 34% 78% 48%

G Genpact $19.53 1% 5% 22% 7% 26% 23% 16% 35%
WNS WNS Holdings $16.11 -1% 8% 52% 9% 54% 48% 47% -10%

Tkr. HR Services Close -1W -1M -6M QTD YTD -12M -3Y -5Y
ADP Automatic Data Processing $69.81 0% 4% 23% 7% 23% 33% 71% 62%

PAYX Paychex $37.76 -1% 4% 16% 8% 21% 25% 32% 9%
TW Towers Watson $77.48 -1% 6% 47% 12% 38% 29% 68% 32%

Tkr. Consulting Close -1W -1M -6M QTD YTD -12M -3Y -5Y
ACN Accenture $82.84 0% 2% 22% 9% 25% 44% 121% 103%
CTSH Cognizant $64.80 1% 0% -4% -15% -12% 10% 29% 84%
CSC Computer Sciences $44.32 2% -5% 16% -10% 11% 65% -11% -10%

EPAM EPAM Systems $23.30 1% 8% 13% 0% 29% 35% N/A N/A
IBM IBM $209.36 2% 3% 10% -2% 9% 8% 67% 62%

NLSN Nielsen $33.89 -2% -2% 20% -5% 11% 22% N/A N/A

Tkr. Financial Processing Close -1W -1M -6M QTD YTD -12M -3Y -5Y
ADS Alliance Data Systems $180.97 1% 5% 27% 12% 25% 43% 156% 201%
FIS Fidelity National Info Services $45.78 1% 9% 27% 16% 32% 39% 66% 104%

FISV Fiserv $88.50 0% -3% 15% 1% 12% 33% 86% 69%
FLT FleetCor Technologies $87.39 6% 14% 67% 14% 63% 129% N/A N/A
GPN Global Payments $48.70 4% 5% 11% -2% 8% 14% 15% 3%

GDOT Green Dot $18.35 1% 17% 48% 10% 50% -15% N/A N/A
HAWK Blackhawk Network $24.13 1% 1% N/A N/A N/A N/A N/A N/A

MA MasterCard $576.16 1% 4% 18% 6% 17% 40% 186% 87%
NTSP NetSpend $16.03 0% 0% 38% 1% 36% 117% N/A N/A
TSS Total Systems $23.72 1% 0% 8% -4% 11% 1% 62% -3%
PAY VeriFone Systems $23.51 -1% 9% -23% 14% -21% -35% 17% 60%

V Visa $181.03 2% 7% 21% 7% 19% 54% 150% 110%
VNTV Vantiv $26.73 2% 19% 23% 13% 31% 22% N/A N/A

WU Western Union $16.46 0% 11% 31% 9% 21% -1% 3% -30%
WEX WEX Corp. $74.49 2% -2% 4% -5% -1% 33% 137% 133%  

Source: FactSet and Citi Research 

 
 
 

Sector Stock Price Performance 
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Figure 4. An Update on Foreign Currency as of Thursday, May 30, 2013 

Current 1 M 3 M 6 M 1 YR 2 YR 5 YR

US $ per Euro 1.3055 1.3184 1.3074 1.3006 1.2393 1.4260 1.5541

US $ per British Pound 1.5216 1.5564 1.5180 1.6027 1.5533 1.6464 1.9762

US $ per Japanese Yen 0.0099 0.0103 0.0108 0.0121 0.0127 0.0124 0.0095

US $ per Canadian Dollar 0.9710 0.9942 0.9727 1.0067 0.9712 1.0236 1.0063

Mexican Peso per US $ 12.7450 12.1566 12.7780 12.9218 14.0708 11.6262 10.3370

Chinese Renminbi per US $ 6.1309 6.1650 6.2213 6.2267 6.3577 6.4917 6.9420

Indian Rupee per US $ 56.2450 53.8750 54.4050 54.3950 56.1250 45.1650 42.4550

Philippine Peso per US $ 42.3200 41.1600 40.6600 40.8900 43.4850 43.3600 43.7650

Israeli Shekel per US $ 3.6775 3.5835 3.7138 3.8111 3.8819 3.4742 3.2223

Current 1 M 3 M 6 M 1 YR 2 YR 5 YR

US $ per Euro - +1% +0% -0% -5% +9% +19%

US $ per British Pound - +2% -0% +5% +2% +8% +30%

US $ per Japanese Yen - +4% +9% +22% +28% +25% -4%

US $ per Canadian Dollar - +2% +0% +4% +0% +5% +4%

Mexican Peso per US $ - -5% +0% +1% +10% -9% -19%

Chinese Renminbi per US $ - +1% +1% +2% +4% +6% +13%

Indian Rupee per US $ - -4% -3% -3% -0% -20% -25%

Philippine Peso per US $ - -3% -4% -3% +3% +2% +3%

Israeli Shekel per US $ - -3% +1% +4% +6% -6% -12%

Percentage Change

 

Source: FactSet and Citi Research  

 
U.S. dollar strength is a bad thing for the reported U.S. dollar revenues of 
companies with non-US exposure. The earnings impact depends on where the 
direct costs are based as well as on hedging policy. 

A stronger “labor supply” currency (India, China, Israel, Peso) can be a negative for 
the cost structure of services companies that supply work from those countries as it 
implies margin pressure related to higher translated labor costs. Note we are saying 
“margin pressure” and not “margin impact”. 
 
 

Foreign Exchange Movement 
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Citi Research IT & BPO, Consulting, and Analytics Comp Sheet 
As of Thursday, May 30, 2013  

Figure 5. Consolidated Financial Statistics ($ in millions, except per-share data) 

EPS & Revenues
Ticker Rating MktCap 2011 2012 2013E 2014E 2011 2012 2013E 2014E 2011 2012 2013E 2014E 2011 2012 2013E 2014E

Accenture ACN 1 $59,215 $3.63 $3.95 $4.40 $4.85 27% 9% 12% 10% $26,789 $28,098 $29,651 $31,559 19% 5% 6% 6%
Amdocs Limited DOX 1 5,901 2.45 2.81 3.01 3.28 7% 14% 7% 9% 3,210 3,266 3,398 3,583 6% 2% 4% 5%
Cognizant Technology Solution CTSH 1 19,775 2.85 3.44 4.04 4.77 20% 21% 18% 18% 6,121 7,346 8,752 10,371 33% 20% 19% 19%
Computer Sciences Corp. CSC 2H 6,876 4.38 2.23 3.80 3.96 -17% -49% 70% 4% 16,211 15,706 14,869 15,250 0% -3% -5% 3%
Convergys Corporation CVG 1 2,031 1.03 0.92 1.09 1.20 3% -11% 18% 11% 2,262 2,005 2,055 2,147 3% -11% 3% 4%
EPAM Systems EPAM 1 1,083 2.66 1.41 1.57 1.87 45% -47% 11% 19% 335 434 542 667 51% 30% 25% 23%
EXLService Holdings, Inc. EXLS 1 995 1.39 1.58 1.83 2.17 29% 14% 16% 19% 361 443 499 579 43% 23% 13% 16%
Genpact G 2 4,563 0.98 0.96 1.02 1.18 32% -1% 6% 16% 1,600 1,902 2,183 2,486 27% 19% 15% 14%
IBM* IBM 1 235,321 13.49 15.30 16.71 18.77 15% 13% 9% 12% 106,917 104,507 104,738 109,641 7% -2% 0% 5%
Nielsen NLSN 1 12,849 1.61 1.87 2.15 2.38 69% 17% 14% 11% 5,507 5,590 5,830 6,114 7% 2% 4% 5%
TeleTech Holdings, Inc. TTEC 2 1,210 1.22 1.37 1.50 1.66 19% 12% 10% 11% 1,179 1,163 1,215 1,270 8% -1% 5% 5%
Towers Watson TW 1 5,507 4.97 5.26 5.70 6.18 29% 6% 8% 8% 3,407 3,508 3,687 3,871 10% 3% 5% 5%
West Corp WSTC 1 1,484 3.02 3.05 2.75 2.97 189% 1% -10% 8% 2,491 2,638 2,718 2,826 4% 6% 3% 4%
WNS Holding WNS 1 839 1.15 0.99 1.15 1.33 7% -14% 16% 15% 390 423 466 522 5% 9% 10% 12%

Calendar EPS EPS Growth Revenues Revenue Growth

Source: Company Reports and Citi Research Estimates. *IBM is jointly covered with Citi Research analyst Jim Suva.  

 

Figure 6. Valuation Metrics 

Valuation
FYE Price Target 2011 2012 2013E 2014E 2012 2013E 2012 2013E 2011 2012 2013E 2014E

Accenture Aug $82.84 $82.50 22.8x 21.0x 18.8x 17.1x 1.9x 1.7x 3.1x 2.7x 12.9x 11.8x 11.2x 10.4x
Amdocs Limited Sep 36.23 41.00 14.8x 12.9x 12.0x 11.0x 1.1x 1.1x 2.5x 2.3x 7.8x 7.6x 7.2x 6.7x
Cognizant Technology Solution Dec 64.80 90.00 22.8x 18.9x 16.0x 13.6x 1.0x 0.9x 1.0x 0.9x 13.6x 11.3x 9.6x 8.1x
Computer Sciences Corp. Mar 44.32 47.00 10.1x 19.8x 11.7x 11.2x NA NA 14.1x 8.3x 4.1x 4.2x 3.9x 3.5x
Convergys Corporation Dec 18.41 19.50 17.9x 20.1x 17.0x 15.3x 3.8x 3.2x NA NA 5.9x 6.7x 6.3x 5.9x
EPAM Systems Dec 23.30 29.00 8.8x 16.5x 14.9x 12.5x NA NA 1.0x 0.9x 14.5x 11.6x 9.9x 8.0x
EXLService Holdings, Inc. Dec 29.51 35.00 21.2x 18.6x 16.1x 13.6x 1.2x 1.0x 0.7x 0.6x 12.1x 9.7x 8.7x 7.3x
Genpact Dec 19.53 N/A 20.0x 20.3x 19.2x 16.6x 3.2x 3.0x 0.9x 0.9x 16.3x 13.8x 12.4x 11.3x
IBM* Dec 209.36 250.00 15.5x 13.7x 12.5x 11.2x 1.2x 1.1x 1.6x 1.5x 10.0x 9.7x 9.0x 8.2x
Nielsen Dec 33.89 38.00 21.1x 18.1x 15.8x 14.2x 1.3x 1.1x 6.5x 5.7x 12.5x 12.0x 11.2x 10.5x
TeleTech Holdings, Inc. Dec 22.74 N/A 18.6x 16.6x 15.1x 13.7x 1.5x 1.4x 2.5x 2.3x 8.2x 8.0x 7.5x 7.1x
Towers Watson Jun 77.48 79.00 15.6x 14.7x 13.6x 12.5x 1.5x 1.4x 3.3x 3.0x 7.8x 7.8x 7.3x 6.8x
West Corp Dec 22.70 25.00 7.5x 7.4x 8.3x 7.7x NA NA 3.5x 3.9x 7.2x 6.9x 6.9x 6.7x
WNS Holding Mar 16.11 16.50 14.0x 16.3x 14.0x 12.2x NA NA 5.2x 4.5x 10.7x 11.3x 10.2x 8.8x

PEGP/E EV/EBITDA
FY11/14 GR

11%

PEG (using NOPAT earnings)

0%

5%10%

3%
-1% 2%

11% 5%

NA

FY11/14 GR
7%

7%11%
14% 3%
12% 8%

18%19%

5%

22%6%

-8% 1%

25%16%
-11% 16%

Source: Company Reports and Citi Research Estimates. *IBM is jointly covered with Citi Research analyst Jim Suva.  
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Citi Research Processors Comp Sheet 
As of Thursday, May 30, 2013  

Figure 7. Consolidated Financial Statistics ($ in millions, except per-share data) 

EPS & Revenues
Ticker Rating MktCap 2011 2012 2013E 2014E 2011 2012 2013E 2014E 2011 2012 2013E 2014E 2011 2012 2013E 2014E

Alliance Data Systems^ ADS 2 12,179 7.63 8.71 10.25 12.50 30% 14% 18% 22% 3,173 3,641 4,274 4,629 14% 15% 17% 8%
Automatic Data Processing ADP 2 33,963 2.61 2.78 3.02 3.32 9% 6% 9% 10% 10,326 10,920 11,729 12,622 11% 6% 7% 8%
Blackhawk Network HAWK 2 1,229 0.76 0.99 1.07 1.36 38% 30% 8% 27% 752 959 1,207 1,467 30% 28% 26% 21%
Fidelity National Info Services FIS 1 13,528 2.22 2.50 2.84 3.19 11% 13% 14% 12% 5,626 5,808 6,096 6,430 6% 3% 5% 5%
Fiserv FISV 2 11,956 4.58 5.13 5.96 6.65 13% 12% 16% 12% 4,337 4,471 4,937 5,160 5% 3% 10% 5%
FleetCor Technologies^ FLT 1 7,337 2.17 2.99 3.90 4.50 22% 38% 30% 15% 520 708 847 938 20% 36% 20% 11%
Global Payments GPN 1 3,814 3.35 3.61 3.90 4.33 19% 8% 8% 11% 2,076 2,325 2,521 2,741 20% 12% 8% 9%
Green Dot GDOT 2 810 1.55 1.37 1.17 1.25 N/A -11% -15% 7% 484 555 554 598 N/A 15% 0% 8%
MasterCard* MA 1 70,810 18.71 22.04 25.44 30.00 33% 18% 15% 18% 6,714 7,391 8,165 9,110 21% 10% 10% 12%
NetSpend NTSP 2 1,285 0.47 0.59 0.78 0.91 28% 26% 34% 17% 306 351 422 486 11% 15% 20% 15%
Paychex PAYX 3 13,767 1.49 1.55 1.65 1.77 6% 4% 7% 7% 2,176 2,277 2,398 2,536 7% 5% 5% 6%
Total Systems Services TSS 1 4,461 1.15 1.29 1.43 1.62 14% 13% 11% 13% 1,809 1,871 1,967 2,108 5% 3% 5% 7%
Vantiv VNTV 1 5,736 0.86 1.22 1.51 1.72 21% 41% 24% 14% 866 1,023 1,212 1,344 12% 18% 19% 11%
VeriFone Systems^ PAY 2 2,599 2.03 2.69 2.11 2.33 41% 33% -22% 11% 1,403 1,889 1,842 1,972 35% 35% -3% 7%
Visa* V 2 119,480 5.25 6.64 7.77 9.02 25% 26% 17% 16% 9,497 10,720 11,975 13,195 14% 13% 12% 10%
Western Union WU 2 9,377 1.57 1.74 1.41 1.59 11% 11% -19% 13% 5,491 5,665 5,449 5,587 6% 3% -4% 3%
WEX Corp^ WEX 2 2,919 3.64 4.06 4.35 4.75 32% 11% 7% 9% 553 623 716 783 42% 13% 15% 9%

Revenue GrowthCalendar EPS EPS Growth Revenues

 

Source: Company Reports and Citi Research Estimates. *Visa and MasterCard are jointly covered with Citi Research analyst Donald Fandetti; ^Philip Stiller is the lead analyst on ADS, PAY, WEX and FLT. 

 

Figure 8. Valuation Metrics 

Valuation
FYE Price Target 2011 2012 2013E 2014E 2012 2013E 2012 2013E 2011 2012 2013E 2014E

Alliance Data Systems^ Dec 180.97 171.00 23.7x 20.8x 17.7x 14.5x 1.2x 1.0x 1.6x 1.3x 14.2x 12.0x 10.2x 9.4x
Automatic Data Processing Jun 69.81 68.50 26.7x 25.1x 23.1x 21.0x 3.2x 3.0x 4.0x 3.7x 14.8x 14.1x 13.2x 12.3x
Blackhawk Network Dec 24.13 26.00 31.5x 24.3x 22.5x 17.7x 1.1x 1.1x 0.9x 0.9x 14.8x 11.6x 10.1x 7.9x
Fidelity National Info Services Dec 45.78 52.00 20.6x 18.3x 16.1x 14.4x 1.4x 1.3x 4.2x 3.7x 10.6x 10.1x 9.6x 9.1x
Fiserv Dec 88.50 89.00 19.3x 17.3x 14.9x 13.3x 1.3x 1.1x 3.0x 2.6x 11.3x 10.9x 9.9x 9.3x
FleetCor Technologies^ Dec 87.39 97.00 40.2x 29.3x 22.4x 19.4x 1.1x 0.8x 1.1x 0.8x 28.5x 20.5x 16.2x 14.0x
Global Payments May 48.70 52.00 14.6x 13.5x 12.5x 11.2x 1.4x 1.3x 2.0x 1.9x 9.7x 9.1x 8.5x 7.8x
Green Dot Dec 18.35 N/A 11.9x 13.4x 15.7x 14.6x -2.0x -2.3x NA NA 3.6x 3.9x 4.3x 3.9x
MasterCard* Dec 576.16 590.00 30.8x 26.1x 22.6x 19.2x 1.5x 1.3x 1.8x 1.6x 17.7x 15.5x 13.6x 11.9x
NetSpend Dec 16.03 16.00 34.4x 27.4x 20.5x 17.6x 1.1x 0.8x 1.3x 1.0x 15.9x 13.9x 10.9x 9.2x
Paychex May 37.76 30.00 25.4x 24.4x 22.8x 21.3x 4.0x 3.8x 5.5x 5.1x 14.2x 13.5x 12.7x 11.9x
Total Systems Services Dec 23.72 26.00 20.7x 18.4x 16.6x 14.7x 1.5x 1.4x 1.9x 1.7x 9.2x 8.6x 8.1x 7.4x
Vantiv Dec 26.73 26.00 31.0x 22.0x 17.7x 15.5x 0.8x 0.7x 4.3x 3.5x 17.0x 14.7x 12.5x 11.1x
VeriFone Systems^ Oct 23.51 23.00 11.6x 8.7x 11.2x 10.1x 1.4x 1.8x 0.7x 0.9x 12.5x 7.7x 8.9x 8.1x
Visa* Sep 181.03 181.00 34.5x 27.3x 23.3x 20.1x 1.3x 1.1x 1.8x 1.5x 19.4x 17.3x 15.1x 13.5x
Western Union Dec 16.46 15.00 10.5x 9.5x 11.7x 10.3x NA NA NA NA 7.2x 7.2x 8.5x 8.1x
WEX Corp^ Dec 74.49 74.00 20.5x 18.4x 17.1x 15.7x 2.0x 1.8x 2.5x 2.3x 10.7x 10.1x 9.1x 8.4x

FY11/14 GR

8% 6%
18% 13%

FY11/14 GR
PEG (using NOPAT earnings)PEGP/E EV/EBITDA

NA0%
9% 7%

10% 7%

20% 15%

12% 10%
26% 5%
6% 12%

NA

25% 21%
17% 15%

6% 4%

-7%

21% 26%

27% 27%

13% 4%
13% 6%

 

Source: Company Reports and Citi Research Estimates. *Visa and MasterCard are jointly covered with Citi Research analyst Donald Fandetti; ^Philip Stiller is the lead analyst on ADS, PAY, WEX and FLT.  
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Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
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regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Via dei Mercanti, 12, Milan, 20121, 
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Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets.  Neither the Product nor any 
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or outside the Russian Federation.  The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 
1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in 
Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital markets services license holder, and regulated by Monetary 
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising 
from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as 
defined under the Securities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., 
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A., 
Singapore Branch if you have any queries on or any matters arising from or in connection with this document. This report is intended for recipients who are 
accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289).  This report is distributed in Singapore by Citibank 
Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of 
this report. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or in 
connection with this report. This report is intended for recipients who are accredited investors as defined under the Securities and Futures Act (Cap. 289).   
Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its registered office 
is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African 
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Republic of China. No portion of the Product may be reproduced or quoted in the Republic of China by the press or any third parties [without the written 
authorization of CGMTS and CSTL]. If the Product covers securities which are not allowed to be offered or traded in the Republic of China, neither the 
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be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
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to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
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does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your 
own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 
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