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you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of 
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Investment Thesis 

• PayPal reported 2Q16 EPS on July 21: 
o EPS of $0.36, up from $0.32 and in line with consensus. 
o Total payment volume of $86 billion, up 29% year over year. 
o Total payment transactions of 1.4 billion, up 25% year over year.  
o Active customers at 188 million, up from 169 million a year earlier. 
o Raised 2016 revenue guidance to $10.75B - $10.85B (from $10.5 - $10.7B). 
o Narrowed 2016 non-GAAP EPS guidance to $1.47 -1.50 (from $1.45 - $1.50). 
o We maintained Buy, raised price target to $47 from $45. 

• Companion news was a partnership agreement with Visa: 
o Visa cards to be presented as an equal payment option. 
o PayPal will join Visa’s Digital Enablement Program, which expands PayPal acceptance at 

all retail locations where Visa’s contactless transactions are enabled. 
o Customers can withdraw money from PayPal/Venmo to bank accounts via Visa debit 

cards.  
o Economic incentives for increased volume and greater fee certainty with Visa. 

• PYPL down 6.8% on the announcement, which we believe was due more to uncertainty around 
economics of the Visa deal: 

o Concerns about fee structure, where details were not provided. 
o Potential bank account debit volumes moving to Visa card at lower margin. 

• But we believe positives outweigh uncertainty: 
o Potential for much improved volumes as PayPal merchant acceptance rapidly increases. 
o Most PayPal customers use a PayPal balance first, and then select between bank 

account debit or credit card. 
o Visa was potentially a large competitor in payments space. Deal provides fee certainty 

going forward. 



• PayPal was already managing well a decline in take rate (revenue divided by payment volume) 
from large new merchants at lower fee rates: 

o Volume growth has more than offset pressure on take rate.  
• PayPal remains at forefront of all major facets of the changing payments landscape, and is 

ahead of Visa on many: 
o High adoption rate by consumers for purchases on mobile devices. 
o Integration of payment channels including online, in-app and in-store. 
o Merchant acceptance of digital payments, including 75 of top 100 U.S. retailers. 

Merchant accounts now exceed 14.5 million.  
o Person-to-person payments. 
o Adoption rate of Visa’s Checkout and MasterCard’s MasterPass has been slower. 

• We see PYPL as a high revenue and earnings growth story with a strong balance sheet: 
o See revenue growth of 18% in 2016, 14% in 2017.  
o EPS growth of 20% in both years. 

• New target of $47 implies 25.7-times our 2017 estimate, slightly ahead of V and MA given PYPL’s 
faster growth: 

o PYPL at 1.3 PE/G, while V and MA at 1.8-1.9 PE/G. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 
 


