
III. Comparing The Financial Ratios 
    (calcualation required)

	
	Master Inc.
	Visa Inc.
	More Favorable

	Total Debt to Assets Ratio
(Total Debt / Total Asset)
	[bookmark: _GoBack]0.25
	0.24
	Visa Inc.

	ROE
(NetIncome / Equity)
	0.71
	0.20
	Master Inc.

	Profit Margin Ratio
(NetIncome / Sales)
	0.31
	 0.36
	Visa Inc.

	Earnings Per Share
[(NetIncome-PreferredDiv)   / OutShares]
	3.65
	2.80
	Master Inc.

	P/E Ratio
(Market Price / Earning Per Share)
	55.09
	50.61
	Visa Inc.


IV. Perform Valuation Analysis

	Master Card Stock

Expected Return: 
= Risk Free Rate + beta × (Market Rate – Risk Free Rate)
= 3.035 + 1.14 × (21.83 – 3.035)
= 24.46
Required Return:
WACC = (Cost of Debt × Weight of Debt) + (Cost of Equity × Weight of Equity)
= ($154 Million/$5,424 Million × 0.4967) + ($942 Million /$5,497 Million × 0.5033)
= 2.84% + 8.62%
= 11.46%

	Visa Card Stock

Expected Return:
= Risk Free Rate + beta × (Market Rate – Risk Free Rate)
= 3.035 + 0.99 × (21.83 – 3.035)
= 21.64
Required Return:
WACC = (Cost of Debt × Weight of Debt) + (Cost of Equity × Weight of Equity)
= ($563 Million/$16,618 Million × 0.3365) + ($1,177 Million /$32,760 Million × 0.6635)
= 1.14% + 2.38%
	= 3.52%
V. 

The company I choose is Visa Inc. because it has a higher price-earnings ratio and a lower weighted average cost of capital. 
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VasterCard, Inc., was founded Tn 1965 2007 | 2008 |2009 | 2010 2011|2012 {3013 3014|3615 15616 15017 2078 | ovaeLNEPuB.LiC] 2022
when a group of banks formed the Interbank | 3.10 | 386 | 393 | 423 | 525 | 591 | 689 | 813 | 866 | 997 | 1160 13.25 Revenues persh 18.00
Card Association. In 1969 this association| 0| 99| 124 152 208 | 239 | 279 | 338 | 874 | 410| 485 545 “CashFlow” persh 750
bought the rights to use “Master Charge” 80 90| 12| 41| 187 219 | 25 | 310 | 335| 369 | 445| 5.00 [Eamings pershA 695
from the California Bank Association; it was 05 06 06 06 06 12 29 44 o4 6 8 .92 |Div'ds Decl'd per sh © 1.00
renamed Mas«grgard \n1979.Theoompany 06 06 [ 05 06 ) 13 15 16 20 20 .20 | Cap'I Spending per sh 2%
completed an initial public offering on May | 251 | 149 | 270| 898 | 488 | 553 | 618 | 583 | 540| 52| 8.60| 650 |Book Value pershC 1985
25, 2006, seling 61.5 milion shares of | 13127 | 12924 | 1267.7 | 1309.0 | 1280.0 | 12500 | 1211.0 | 11650 | 11160 | 1081.0 [1050.00 |1040.00 | Common Shs Ouist'g ® |1020.00
Class A common stock at a price of $39 a [ 180 | 237 168 | 163 | 159 | 197 | 241 | 250 | 276 | 260 | Bold figuresare |Avg AnnPJE Ratio 230
share. Lead underwriters of the offering 9| 143 | 92| 104 100 125 | 135 | 132 | 139 | 137 | Valuelline Relative P/E Ratio 145
were Goldman Sachs, Citigroup, and HSBC. | 4% | 3% | 8% | %% | 2% | 3% | 5% | &% | 7| & | "™ |avgAwiDivd Yield 7%
CAPITAL STRUCTURE as of 9/30/17 40676 | 49916 | 50987 | 5539.0 | 67140 [ 7391.0 | 83460 | 9478.0 | 9667.0 | 10776 | 12200 | 13800 |Revenues (Smill) 18370
Total Debt $5393.0 bill. Due in 5 Yrs $500.0 mill. | 30.2% | 384% | 47.1% | 52.4% | 54.8% | 564% | 57.0% | 57.3% | 56.9% | 58.0% | 59.5% | 580% Operating Margin 590%
LT Debt $5393.0 bill &';“:{‘gg ﬁg‘;‘”"‘” 976 | 1120 | 1414 | 1480 | 1940 | 230.0 | 2560 | 3210 | 3660 | 3730 | 400| 425 Depreciation (Smill 500

ol Capt 10859 | 11726 | 14626 | 18470 | 2399.0 | 2758.0 | 3116.0 | 3617.0 | 38080 | 40590 | 4715 | 5250 |Net Proft (Smil) 7185

Leases, Uncapitalized: Annual rentals $38.0 mill. | 35.0% | 401% | 34.1% | 33.0% | 318% | 20.9% | 308% | 288% | 23.2% | 28.1% | 30.0% | 30.0% Income Tax Rate 300%

No Defined Benefits Pension Plan 26.7% | 235% | 287% | 333% | 35.7% | 373% | 373% | 382% | 394% | 31.7% | 386% | 380% |Net Profit Margin 389%
2084 | 13210 | 18361 | 331.0 | 35240 | 44510 | 49180 | 4775.0 | 47160 | 60220 | 4400 | 7695 Working Capl (Smil) | 22135

Pid Stock None 1498 | 72| 736 | oo |- | 14940 | 32870 | 51800 | 5250 | 5350 |Long-Tenn Debt (Smil) | 5600
Common Stock 1,058,663,637 shs. ® w073 | 16274 | a5098 | 52050 | 58680 | 60170 | 74640 | 67900 | cooR0 | ses0 | 785 | 6775 |t Eqity Smil) 20250
as of 10/26117 35.0% | 613% | 425% | %.0% | 41.1% | 400% | 417% | 44.0% | 41.2% | 38.0% | 520% | 435% Return on Total Capl | 275%

35.9% | 608% | 417% | 3.5% | 40.9% | 99% | 416% | 533% | 63.2% | 71.6% | 126% | 7% ReturnonShr.Equity | 36.5%

MARKET CAP: $158 billion (Large Cap) 334% | 567% | 395% | 34.0% | 39.6% | 38.0% | 382% | 45.7% | 51.1% | 57.0% | 100% | 65% |Retainedto Com Eq 300%
CURRENTPOSITION 2015 2016 80A7 | 7| 7%| | 4| | 5% | &% | we | 19| 21| 20%| 19% AlDvdstoNetprot 14%
Cash Assets 5747 6721 5559 | BUSINESS: MasterCard, Inc. is a global leader in electronic pay- dollar volume. Has about 11,900 employees. Officers and directors
Receivables 1079 1416 1858 | ments. It serves as a processor, franchisor, and advisor fo about own 1.9% of Class A and Class B common stock; MasterCard
Sm’,’“‘es Sieh 114 18641 25000 financial nsttutons, in support of their cred, debit, and re-  Foundation, 10.7%; (417 Proxy). Chairman:  Richard

o88e T3206 Tazat | lated payment programs. It licenses ils card brands, ncluding Haythomihwaite. President and CEO: Ajaypal S. Banga. Inc.: DE.
i:g(:?sfjf 10585 15228 13251 | MasterCard, MasterCard Eectronc, Maesto, and Cirus,to clients  Addhess: 2000 Purchaso Steel, Purchase, New York 1057, Telo-

Debt Due < - worldwide. Revenue is derived from both transaction volume and  phone: 914-249-2000. Internet: www.mastercard.com.

Other 5797 _ 6597 7262

5568 7506 Since our August review, shares of crease,to $12.2 billion. A wider geographic

Current Liab. 6269 7206 7984 13 ’ geograp!

MasterCard have continued to trend footprint; the somewhat recent Vocalink

Q':&"ML:‘}IE'S fast Past Estd 1416 | higher. Indced. over that time frame. the acquisition: and newly penned contracts
Povormes 5% 0% 12 stock advanced approximately 15% in with companies like Western Union and
“CashFlow’  280% 185% 1. price. This move comes after MA stock Standard Chartered Bank are the primary
Earings 0% 180 150% | climbed for the better part of the past drivers here. These benefits will be par-
AT 175% 80% 240% | seven years. tially offset by the uptick in rebates and

More “recently, the company posted incentives needed to lock in new contracts

Cak- M“g“m‘lmva‘}f‘{f‘“?oﬁs‘;'cla‘ Ful | petter-than-expected September- and renewals. Still, on balance, we have
endar {Mar31_Jun. 30 Sep. -31] Year | b oriod results. To that end, the top line added a dime to our 2017 share-net e
2014 | 2177 2377 2503 2416 | 94730 increased 18% on a year-over-year basis, timate, to $4.45. This would represent an
ig}g ;ﬁg ;ggg ;ggg 5%2 ‘gg%g to $3.398 billion. This stemmed from impressive earni
3007 | 5934 o3 08 3005 |12e00 | growth in overall switched tra more than 20% this
2018 | 3135 3455 3800 3410 |13a00 | (formerly labeled processed). cr These shares may appeal to short-

EARNNGS PER SHAREA and gross dollar volumes, which advanced term investors. Our Timeliness Ranking

CM;F Mar3 Jun 30 Sen 30 Dec. 31 5"" 17%, 15%, and 10%, respectively. On the System has MasterCard shares pe;
endar 3 P 3 ear | profitability front, operating costs climbed outpace the broader market averages in
ig}g ;g g” gg gg g;‘; 90 basis points as a function of revenues. the coming year (Timeliness: 1). On the
i a; b 22| 3®| However, this was more than offset by a downside, the cquity’s quotation has al-
307 | 1% 110 134 fof | z4| sharp downturn in other expenses, and a ready risen more than 40% in 2017. This
2018 | 144 124 148 114 | s500| reduced tax burden. All told, these factors uptrend places MA inside our Target Price

(‘mAmERLVDW\DE;IDSPA\D‘D — equated to a more-than-24% rise in the Range, and essentially the stock has al-

CM;F Mar3! Jun30 Sep30 Dec.31 5"" bottom line, to $1.34 a share. This bested ready realized a good portion of the appre-
endar P = ear | our call for $1.21. ciation potential we project for the pull to

ig}: ‘ﬁ ?f ?f ?f ﬂ As a result, we have raised our 2017 2020-2022. Therefore, we do not know how

o | 16 16 16 16 | o4 top-and bottom-line estimates accord- much higher this stock can go before it

2006 | 19 1 19 19 | 7| ingly. At this point, MA appears poised to loses steam.

017 | 2 2w 2 register a solid double-digit revenue in- Bryan J.Fong November 10,2017
() DIl egs., excl nonrecurting gain (lss): 06, | usted for stock Spi. (C) ncludes ntangibies. Company’s Financial Strength  A+x
($0.30); '08, ($1.96); '11, ($0.39). May not sum | In 2016: $2,478.0 millon, $2.26/share. Stock’s Price Stability 90
due to rounding. Nex! earnings report due Jan. | (D) Dividends paid early Jan., Aprl, July, Oct Price Growth Persistence 100
(B) Includes Class A and Class B shares. Ad- Earnings Predictability 95
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Visa Inc. is the result of the merger of Visa [2007¢ | 2008 2009 [2010 [2011 [2012 [2013 [2014 [2015 [2016 [2017 [2018 |_© VALUE LINE PUB.LLC[ 20-22
USA, Visa International, Visa Canada, and 203| 228 273 | 825| 384 | 449| 503 | 627 7.05| 884 9.95 Revenuespersh AE 1235
Inovant. The reorganization was completed ) 80| 109 139 167 | 205| 233 | 282 | 307 375  4.30 “CashFlow" per sh 540
in October 2007. In March of 2008, the com- 56 7 98 | 125 155| 190 | 227 | 262 | 284 | 348  4.00 Eamings per sh ABF 500
pany went public, offering 1.62 billion shares ] 1 13 15 22 33 42 50 5 69 | .81 Div'ds Decl'd per sh & 115
ataninitial price of $11 ?ﬂgures adjusted for 13 10 ) 12 14 18 22 19 2% 3% .35 | Cap'l Spending per sh £l
3115 stock split). It raised $17.9 billion in the 686 | 7.64| 846 | 935 | 1019 | 1024 | 10.86 | 13.47 | 1538 | 1578 | 18.25 Book Value per sh © 2045
largest IPO in U.S. history to date. Lead un- 30800 | 3036.0 | 2956.0 | 2828.0 | 2712.0 | 2624.0 | 2524.0 | 22150 | 21400 | 2076.0 | 2030.0 |Common Shs Outst'g © | 2200.0
derwriters were J.P. Morgan and Goldman 326| 23| 25| 157| 182 | 218 | 233 | 253 | 264 258 “Avg Ann'l P/E Ratio %0
Sachs, which led a team of other main un- 196| 135 130 | 98| 116| 122 | 123 | 127| 139 13 Relative P/E Ratio 155
derwriters and several small banks. % | 7% | 6% | 8% | 8% | 8% | 8% 86| 8% | 8% Avg Ann'l Div'd Yield 9%
CAPITAL STRUCTURE as of 9/30/17 3500 | 6263 | 6911 | 8065 | 188 | 10421 | 11778 | 12702 | 13880 | 15062 | 18358 | 20200 |Revenues (Smill) AEF | 27150
Tot. Debt $18.4 bil. Due in 5 yrs. $4.7 bill. 37.3% | 469% | 545% | 60.2% | 62.5% | 63.1% | 648% | 64.0% | 68.9% | 55.6% | 69.2% | 65.0% |Operating Margin 650%
LT Debt $16.6bill.  (34%of cap') 17| 237 | 22| 265 288 | 333 | 397 | 435| 4% | 502| 55| 575 Depreciation (Smill %00
Leases, Uncapitalized Annual entals 76 mil 739 | 1700 | 2213 | 2966 | 3650 | 4208 | 4980 | 5438 | 6328 | 5001 | G699 | 6120 |Net Proft Smil) A® | 11000
36.0% | 238% | 427% | 36.1% | 35.5% | 4% | 314% | 29.6% | 29.6% | 25.2% | 427% | 300% Income Tax Rate 330%
No Defined Benefits Plan 208% | 27.10% | 320% | %8% | 30.7% | 403% | 423% | 428% | 456% | 30.7% | 365% | 402% |Net Profit Margin 405%
@775 | 4009 | 4799 | 523 | 5739 | 383 | 3487 | 666 | 4666 | 6267 | 9020 | 6750 |Working Cap'l (Smil) 7500
Pfd Stock None | | e m| | | | .| --| 15882 16618 | 16250 Long-Term Debt (Smil) | 17000
Common Stock 2076.0 milion shares 501 | 21141 | 23169 | 25011 | 26437 | 27630 | 26870 | 27413 | 29842 | 32912 | 32760 | 37000 |Shr. Equity (mil) 45000
| B0% | 95% | 118% | 136% | 15.2% | 185% | 198% | 21.2% | 12.7% | 141% | 155% [Returnon Total Cap'l | 180%
80% | 95% | 119% | 138% | 152% | 185% |198% | 212% | 18.2% | 205% | 220% |Returnon Shr.Equity | 24.5%
" 76% | 82% | 104% | 122% | 13.1% | 153% | 162% | 17.% | 16.7% | 17.0% | 175% [ReinedtoComEq | 190%
MARKET CAP: $228 billion (Large Cap) 5% | 4% | 2% | 126 | 14% | 17% | 18% | 19% | 21% | 20% | 20% Al DividstoNetProf 2%
CURGIY POSITION 2015 2016 - 93017 -5 e Via nc. s the wards largest retal elecronic pay- countries. Visa's bl networ, Visaet,defvers value-added pro-
Cash Assets 3518 5619 9874 | ments network providing processing services and payment product cessing, including fraud and risk management. Has about 8,500
Reg;vab‘es Sggg ;ggé y’% platforms. This includes credit, debtt, prepaid, and commercial pay- employees. Off. and dir. own less than 1.0% of common stock
e Assets s Taas “Tagas | ments, which are offered under the Visa, Visa Electron, Interink, (12116 proxy). Chaiman: Robert W Matschulal. CEO: Alred F.
At payae oy o %oy | and PLUS brands. VisaPLUS s one o the largest global AT Kl Jr. Inc: DE. Address: P.O. Box 8999, San Francisco, CA
Dobt Due. o 22 1749 | networks, offering cash access in local currency in more than 200 94128, Telephone: 415-932-2100. Infernet: www.visa.com.
Qther 5228 7843 808 ['yisa Inc. closed out fiscal 2017 with ments volume and cross-border transac-
Current Liab. 5355 8046 9994

tions each increased 10% in the final peri-
od of fiscal 2017, and we expect similar

fgn’;c;'r"fetg'“"' 10¥rs. - s¥s WAZ | rang up $4.86 billion of revenues in the gains this year. In addition, Visa processed
e Eow 240 1os% | fourth quarter, marking a 14% advance
Earnings 245% 115% | from the year-earlier period. On the bot- a 13% advance from
Dwidends Siee 150% | tom line, Visa carned $0.90 per share in the prior year, and volumes may well
5% __20% | the latest three-month stretch, which was reach 124 billion-126 billion in fiscal 2018.
Fecal | QUARTERLYREVENUES (Smil) A¢° | Full | 5 15% improvement from last years fig- All told, we've added $200 million and
Ends [Dec31 Mar31 Jun30 Sep30| Year | ure. (Our respective revenue and share-net  $0.05 to our respective revenue and share-
2014|3155 3163 3155 3229 12702 | targets were $4.50 billion and $0.87.) And net estimates for the coming year. which
2015 | 3382 3409 3518 3571 [13880 s set for a record-setting per- now stand at $20.2 billion and $4.00
ig}g iﬁg5 ij;f; iggg j‘gg; §§§§ formance in fiscal 2018. Visa’s long-term prospects are b
! Growth in its international business It remains the leader in the clectronic pay-
2018 5000 5025 5125 500 pozoo | (Froy iR fn 1S AR s ; nains Ldwid o
Fiscal | EARHINGS PER SHARE ASF Fai | has started to pick up. Transaction ac- ments space worldwide, processing more
A tivity overseas had slowed in recent peri- swipes than its three closest competitors
Beat |Deci Mar3t Jund0 Sep30 | ese'
Ends 30| Year | ods, but may have turned a corner in the (American Express. MasterCard, and Dis-
2014 | 55 63 54 55 | 227| September term. On point, total volumes cover Financial Services) combined. The
2015 | 63 63 69 67 | 28| in Latin America, Asia/Pacific, and the board of directors continues to return capi-
we | & & & 28] 28] scement comprised of Central Europe, the tal to sharcholders, including $8.5 billion
M| e i | i@l Middle East, and Africa increased 12%, during fiscal 2017 in the form of stock
W I 1 4% 9%, and 20%, respectively, in the most buybacks and dividends. Total return
Cak | QUARTERLY DIVIDENDS PAID Full | recent quarter. Too, Visa’s business abroad  potential over the next 3 to 5 years is
endar |Mar31 Jun30 Sep30 Dec.31| Year | ,ccounts for 61% of the total. (All figures muted at the recent price, but this timely
2013 | 083 083 083 .10 35 | are presented on a constant-dollar basis.)  stock carries our Highest (1) rank for
ig}g ‘g ‘g ‘g ‘§ gg We look for revenues and earnings to Safety, and the company garners an excel-
1 1 12 expand 9%-11% and 14%-16%, respec- lent mark for Financial Strength (A++).
2016 | 14 14 14 65| 59| eXpand 2 p ; mber
ol s e s 1 tively, in the fiscal year ahead. Pay- Sharif Abdou November 10,2017
(R) Fiscal year ends Sept. 30th. (B) Egs. based | Jan. (C) In millons of ad]., di. class-A common | (F) May not sum due to rounding andior | Company’s Financial Strength Ave
on adj. dil. class-A shares. Excludes nonrecur. | shares outstanding, (DR includes_intangbles. | change in share count. (G) Divd h\stanca\‘\‘y Stock’s Price Stability 90
charges: 07, $2550 mil; '08, $0.32; ‘12, | As of 9/30/17: $43.0 bilion, $23.63 per share. | paid in mid-Feb., mid-May, mid-Aug., and mid- | Price Growth Persistence 95
(§1.03); 16, $0.36. Next egs. rep. due in late | (E) Prior to ‘08, resuits are for Visa US.A. only. | Nov. Earnings Predictability 100

© 2017 Value Line, . Al fghis resenver Facludl meterd fs cbtained from sources believed 10 be reiatle and is provided withaut werranes of any Kind
BLE FORANY EFFORS OF QUISSIONSFEREI. T bl sty o surcrors o, nocamerl, rlmd e o
o gererating cr merketing any printed or eetronic pubicaion, nice o prec,

“THE PUELISHER IS NOT FESPONSI

ol ey b reprodice, es0ld, 4aed o ensite i ay pirte, ectrnic or e fam o

To subscribe call 1-800-VALUELINE





