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Fiserv, Inc. describes a venture in the US that offers financial services technology. Fiserv, Inc. serves clients such as credit unions, thrifts, banks, leasing companies and securities broker dealers. Fiserv, Inc. ranked third by revenue in the year 2015 among the list of banking technology service providers. Fiserv, Inc. obtained $ 5.51 billion revenue for the year 2016. The institution began all the way back in 1984, and has since grown with several subsidiaries spread across US.
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	Market Cap 
	Net Income 
	P/S
	P/B
	P/E
	5-Yr Rev
	Med Oper.
	Interest
	D/E

	 
	In Millions
	In Millions
	 
	 
	 
	CAGR%
	Margin%
	Coverage
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Fiserv Inc
	29,532
	915
	5.5
	12.6
	33.7
	5.1
	23.9
	8.5
	2.1

	Automatic Data Processing Inc (USD)
	51,157
	1,722
	4
	13
	29.8
	3.2
	18.4
	32.6
	0.5

	Fidelity National Information Services Inc (USD)
	32,492
	538
	3.5
	3.3
	60.1
	10.4
	17.5
	3.2
	0.9

	Worldpay Inc (USD)
	23,707
	237
	3.1
	42.5
	52.4
	17.1
	15.9
	—
	8.2

	Paychex Inc (USD)
	23,494
	842
	7.3
	11.9
	28.2
	7.2
	38.9
	1779.3
	—

	Industry Average
	3,550
	3,858
	2.4
	5.3
	38.8
	11.2
	-25554.9
	96.4
	1.3



Fiserv, Inc. came third after Automatic Data Processing, Inc. which tops in the list of market cap. According to Thierauf, (2017), other companies also had significant values of market caps. Automatic Data Processing, Inc. tops as the highest net income. Fiserv, Inc. had the second highest net income in the list of companies in the sector. Fiserv, Inc. reported significant net income seconding Automatic Data Processing, Inc. other competitors recorded 842 million and 538 million respectively as the closest to Fiserv, Inc.
Fiserv, Inc. reported one of the one of the highest price to sales ratio among its peers. From the data in the report, Fiserv, Inc. becomes overvalued, while other firms do not get valued as such. Thierauf, (2017) explained that the price to sales ratio identified that Fiserv, Inc. generated high revenues but not yet proved whether the company became profitable.
Fiserv, Inc. reported a price to book value of 12.6%, which measured fairly to its peers in the market. According to Thierauf, (2017), the value proved that the company performed positively to its peers. The value also indicated that the shareholders did not pay more than they ought to pay when the firms went bankrupt. 
Fiserv, Inc. reported 33% price per earning, which indicated that investors anticipated relatively high growth earning. Others that competed Fiserv, Inc. reported low values of price to earnings ratio, which means most of them became undervalued. Fiserv, Inc. performed exemplarily to its peers. 
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	FISV Company Financials

	Period Ending:
	12/31/2016
	12/31/2015
	12/31/2014
	12/31/2013

	Liquidity Ratios

	Current Ratio
	95%
	100%
	97%
	118%

	Quick Ratio
	95%
	100%
	97%
	118%

	Cash Ratio
	16%
	18%
	20%
	30%

	Profitability Ratios
	 
	 
	 
	 

	Gross Margin
	46%
	45%
	43%
	42%

	Operating Margin
	26%
	25%
	24%
	22%

	Pre-Tax Margin
	23%
	20%
	21%
	19%

	Profit Margin
	17%
	14%
	15%
	13%

	Pre-Tax ROE
	50%
	40%
	32%
	25%

	After Tax ROE
	37%
	27%
	23%
	18%



Fiserv, Inc.’s current ratio reached 95% in 2016, which meant that the assets constituted 95% of the firm’s liabilities. Loughran, (2015) explained that the assets surpassed the liabilities in 2013 by 18%, which is never healthy in normal circumstances.  The report identified that the assets equaled the liabilities in 2015. 
The quick ratio allows Fiserv, Inc. meet its short term financial liabilities, usually 12 months. Loughran, (2015)  argued that the data indicated that Fiserv, Inc. could cover 95% of their short term financial liabilities in 2016, but it could cover all its short term financial liabilities in 2015. The firm surpassed the short term liabilities in 2013 by 18%. 
The cash ratio indicated that when the business ceased operations, they would pay up 16% of its debts as of 2016. The data revealed that the firm would manage 18% of its debts from the sale of assets when it closed doors in 2015. The firm would cater 20% of its debts if they closed doors in 2014, through the sale of assets. 
Fiserv, Inc. reported fair profit margins of 17%, 14%, and 15% respectively for the years 2016, 2015 and 2014. The data revealed that the firm’s profit margin became consistent for the four year data.  The report also found the same consistency for the pre-tax margin, operating margin and gross margin. 

	World-pay Inc. Class A

	Profitability
	2014-12
	2015-12
	2016-12

	Tax Rate %
	28.14
	29.65
	33.56

	Net Margin %
	4.86
	4.68
	5.96

	Asset Turnover (Average)
	0.49
	0.49
	0.53

	Return on Assets %
	2.38
	2.31
	3.16

	Financial Leverage (Average)
	7.02
	6.79
	5.35

	Return on Equity %
	15
	15.94
	18.8

	Return on Invested Capital %
	3.62
	3.54
	4.96



World-pay Inc. being their closest competitor reported a net margin of 4.86%, 4.68% and 5.96% from 2014 to 2016, which means the net margins increased annually. Ahamed, (2017) explained that the data identified the asset turnover as consistent from 2014 to 2016, with values of 0.49%, 0.49%, and 0.53% respectively. The firm’s return on assets became 2.38%, 2.31%, and 3.16% respectively from 2014 to 2016. The firm’s return on assets increased significantly through the subsequent years. 
 
	World-pay Inc. Class A

	Liquidity/Financial Health
	2014-12
	2015-12
	2016-12

	Current Ratio
	1.26
	0.86
	0.76

	Quick Ratio
	1.06
	0.68
	0.64

	Financial Leverage
	7.02
	6.79
	5.35

	Debt/Equity
	3.65
	3.11
	2.36



[bookmark: _Toc507050383]Return on Equity using DuPont Analysis
The return on equity determines the ownership interest that belongs to the common stock owners. According to Ahamed, (2017), the Return on Equity (ROE) measures a firm’s profit-generating efficiency from the shareholder’s equity. Return on Equity indicates whether American Airlines utilized their investment adequately to obtain profits. The report identified that ROE values that fall 15% and 20% become acceptable.
The DuPont analysis gets performed to obtain the ROE in percentage value.
=Net income obtained from the common stockholders/ Total equity 
= (Net income obtained from common stockholders/ revenue)*(revenue/total assets)* (Total Assets/total Equity)
= (2496/43512)* (43512/52868.5)* (52868.5/3831.5)
=Net Margin % * Asset turnover * Equity Multiplier
=5.74% * 0.823 * 13.7984
=ROA% * Equity Multiplier
=35.76%
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Fiserv, Inc. could use equity or debt capital to fund their activities. The firm might raise their ROE through increase the debt to equity capital ratio. Financial leverage raises a firm’s return on equity, provided the debt becomes less than the return on equity after tax. 
The firm might improve their ROE through increasing their profit margins, because the profits occur at the numerator. Profit does have to occur through increase in sales, but reducing the cost of goods or increasing the price of items, or mixing the two. 
An increase in the asset turnover might raise the firm’s efficiency. When a firm generates high sales relative to the assets, the firm would become profitable. Once a firm becomes profitable, the ROE also increases on the same note. 
Fiserv, Inc. might raise their ROE through tax reduction. When a firm pays less tax than they ought, their apparent profits increase on each scenario. From the previous cases, the study identified that ROE rises with increased profits, which translates to ROE. Fiserv, Inc. could set businesses overseas where they pay little taxes. 
[bookmark: _Toc507050385]Other areas of financial analysis
[bookmark: _Toc507050386]Research and development 
Research and development involve resource allocation that a company uses to generate new products. According to Thierauf, (2017), each year, firms set aside funds for research and development, which they regard as a spending in lieu of an investment. Fiserv, Inc.’s capital spending for the past five years stood at 8.26%, while the industrial rate stood at 7,31%, while the entire sector stood at 8.92%.  The data indicated that Fiserv, Inc.’s capital spending on research and development and other activities stood within the sector’s average. WorldPay Inc.’s capital spending growth stood at 12.15%, while the industry stood at 7.31%, while the sector remained 8.92% growth rate.  The data indicated that the WorldPay Inc. spent more on research and development higher than its competitors and the industry or sector in general. 
[bookmark: _Toc507050387]Beta 
A beta value that falls below 1 indicates that the value of the stock becomes less volatile compared to the market. A beta value above 1 indicates that the beta value becomes more volatile relative to the market. The report found that Fiserv, Inc.’s beta became 0.84, relative to the industry beta of 0.73. WorldPay’s beta stood at 0.68 which means that WorldPay Inc. became more volatile compared to Fiserv, Inc.
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	Fiserv, Inc. Market Ratios (%)

	Gross Margin
	46.91

	Operating Margin
	26.72

	Pretax Margin
	23.84

	Net Margin
	21.63

	Return on Assets
	12.3

	Return on Equity
	46.74

	Return on Total Capital
	16.72

	Return on Invested Capital
	16.84



	WorldPay, Inc. Market Ratios (%)

	Gross Margin
	44.91

	Operating Margin
	24.72

	Pretax Margin
	21.84

	Net Margin
	19.63

	Return on Assets
	10.3

	Return on Equity
	44.74

	Return on Total Capital
	14.72

	Return on Invested Capital
	14.84




The line graph reveals the closing stock price of the two stocks from February 2017 up to January 2018. The chart indicated that WorldPay, Inc.’s share price was all-time high through the year. However, in July 2017, the stock share price of Fiserv, Inc. almost surpassed that of WorldPay, Inc. The stock price fell between $ 40 and $ 60. The data also indicated that the stock price did not stick to one place, but rather fluctuated between the $ 40 and $ 60. When the Fiserv, Inc.’s stock price went up, so did that one of WorldPay, Inc. Gupta, (2016) explained that the stock price got affected the same market situations. The data indicated that they all fluctuated in the same ratio, regardless of the period, with one’s actions eliciting the rise or fall of the other.
[bookmark: _Toc506896579][bookmark: _Toc507050389]Capital Asset Pricing Model (CAPM)
Fiserv, Inc.beta: 1.1
WorldPay, Inc. beta: 0.8
Assume that an equal value of dollars invested in both firms for a period of one year
Security 		Investment 	Beta
Fiserv, Inc.		50%		1.1
WorldPay, Inc. 	50%		0.8
Beta portfolio calculation
0.50*1.1% + 0.8%*0.5= (0.55+0.815) %=1.365%
Assuming the report made a 70% investment in Fiserv, Inc. and 30% investment in WorldPay, Inc.
Security 		Investment 	Beta
Fiserv, Inc.		70%		1.1
WorldPay, Inc.	30%		0.8
0.70*1.1% + 0.8%*0.3= 0.77+0.24=10.01%
The annual compound rate of return becomes 10.5%
Fiserv, Inc. =10.5%+ 1.1(50%) =11.05%
Delta Airline=10.5% + 0.8(0.5) =10.9%
[bookmark: _Toc507050390]Sustainable growth
Fiserv, Inc.  Shareholder’s equity=3,785,000,000
Net Income=2,676,000,000
ROE=65.14%
Dividend payout ratio=0.707
Sustainable Growth Rate= ROE * (1-d) =65.14%* (1-0.707)
=65.14%*0.293= 0.1908
Sustainable growth rate=0.1908 or 19.08%
The 19.09% value for the sustainable growth rate indicated that Fiserv, Inc. might raise their earnings in the future by at least 19.09% without seeking external equity or borrowing funds. Gupta, (2016) indicate that the stock price becomes fairly valued because it is possible to acquire to increase the income generated without borrowing loans or equity. The company’s stock price is, therefore, a worthy one and a person could make purchases. 
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The report involves a deep scrutiny of Fiserv, Inc.’s financial performance. The data revealed that the company steadily performs exemplarily in the past three years and they become recommended for prospective investors. The company’s stock price is fairly valued and it generates returns with a high ROE value of 35.76%. 
The data also indicated that the company had the biggest number of employees and the highest amount of revenue collection. The firm performs various activities all of which generate income to the firm. The firm did not come top as the highest net income because it had the highest number of employees exceeding its closest follower by over 2,000 workers. The company has adequate funds that allow them invest and perform business activities in various destinations. 
Fiserv, Inc. becomes the best company to perform business or invest for the next two years because of their financial stability. The business appears well managed because the management has all the resources, other than utilizing them accordingly for the benefit of the company. 
The data from the analysis proves beyond doubt that Fiserv, Inc. is a profitable company that does not require one to doubt. The company makes significant profits and the shareholders also get high returns. The sustainable growth value also indicates that the profits of the company could increase by almost 20% without seeking additional funding from investors and lenders. 
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Fiserv, Inc.  Vs WorldPay, Inc.
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