
 
 
 
ANALYST QUICK NOTES 
New products, M&A announcements, management shakeups, earnings surprises. Whatever the news, 
you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of 
current news about Argus-covered companies or other market-moving events. Please check back 
regularly for new Quick Notes. Important disclaimer information is on the last page of this document. 
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Investment Thesis 

• For Visa, there are several upside earnings catalysts in addition to strong secular growth trends. 
• Visa Europe acquisition (closed June 2016) will provide for favorable comparisons though mid-

year: 
o Potential upside catalysts if cost synergies prove conservative. 
o Looking for pretax margin improvement and better net revenue yield. 
o Low integration risk given already common platform investments, leveraging of 

marketing spend.  
• Secular growth story remains: 

o Cash to credit/debit cards for convenience, safety and to benefit from rewards 
programs. 

o U.S. card spending is growing 2-3-times the pace of consumer spending. 
o Visa has a 47% share for credit/debit cards, followed by MasterCard at 21%.  

• Other catalysts for earnings upside: 
o Higher gas prices should improve spending volumes in 1Q versus prior year.  
o U.S. retail spending continues to surprise on the upside. 
o Recent U.S. dollar pullback versus strong FX headwinds of past two years.  
o Better cross-border volumes expected, particularly from a weak U.K. pound. 
o Costco/USAA deal wins will help comparisons through mid-2017.  
o Expanded buyback following reduced purchases during Visa Europe negotiations.  

• We believe Visa remains well-positioned with respect to: 
o Large-scale co-brand renewals or new wins. 
o Digital and tokenization efforts. 

• We believe concerns over lack of clarity on revenue recognition accounting rules and Fed ruling 
on debit routing are priced in. These should not alter underlying secular trends.  

 
 



• Along with 1Q17, Visa reiterated financial guidance: 
o Revenue growth of 16%-18%. 
o Client incentives of 20.5%-21.5%.  
o Adjusted EPS growth in mid-teens. 

• Our target price of $96 is 27.0-times our forward four-quarters EPS estimate of $3.56. 
o Shares typically trade at mid-20 multiple on forward earnings. 
o Record mid-60s operating margin justifies valuation at upper end of range. 
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expressed in this Note are subject to change pending further analysis. This Note is produced and copyrighted by 
Argus Research Co., 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 whose parent company, Argus Investors’ Counsel, Inc., is registered with the U.S. Securities and 
Exchange Commission. Argus Investors’ Counsel is a subsidiary of The Argus Research Group, Inc. Neither The 
Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a registered 
broker dealer and does not have investment banking operations. 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. 
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