3rd Quarter Report: Visa






 Date:
8/06/2021

Percentage change in Sales from year ago quarter: +26.7% (improvement from Q2 = -6.1%)
Percentage change in EPS from year ago quarter: +10.3% (improvement from Q2 = -2.7%)
Is company meeting our target sales & earnings estimates? Sales = YES / Earnings = NO 

(Strong year-over-year sales results were largely due to comparisons against the lowest point of the pandemic)
__________________________________________________________________________

Pre-tax Profit on sales trend? Up (unchanged from Q2)
Return on equity trend? Up (unchanged from Q2)
Debt? Up (unchanged from Q2 = 34.7%) 
__________________________________________________________________________

Current PE is: 48.5 (slightly up from Q2 = 46.9)

Where does it fall in my estimated High/low range of PE's: Above High PE = 35 / Low PE = 25

Signature PE: 30.4 (No room for PE Expansion)

__________________________________________________________________________

Club cost basis for this stock is: $63.52                 

   Current price is: $240.21
      (from latest valuation)

Morningstar’s current fair value: $208.00  (up from Q2 = $194) 
    S&P: N/A
__________________________________________________________________________

SSG Total Return at High PE:  5.5% (below market) Projected Average Return: 2.5%
__________________________________________________________________________

What will drive future growth?

The key headwind for Visa continues to be cross-border volumes, which are particularly lucrative for the company. There are signs of improvement, with cross-border volumes in the quarter up 53% year-over-year. However, volumes still remain depressed and are down nearly 20% from 2019

The accelerated long-term global shift from cash to digital payments will continue to help drive future growth. The shift toward electronic payments has aided Visa’s growth historically, and analysts expect that to continue for the foreseeable future. Digital payments, on a global basis, surpassed cash payments just a couple of years ago, suggesting this trend still has a lot of room to run.

Additional comments:
Uncertainties still exist, particularly the timing and magnitude of a recovery in cross-border volumes. Cross-border transactions have seen dramatic declines due to the coronavirus outbreak and a reduction in global travel. 
Year-over payment transaction growth of 39% in the quarter is a positive sign that the company in moving in the right direction. 

Visa has been very active in returning cash to shareholders, with dividends and stock buybacks over the past three years equating to 90% of free cash flow over that period

______________________________________________________________________

Recommend: Hold - Visa is a somewhat unique company in that it is a longtime, established market leader that still enjoys strong growth prospects. Despite the ongoing evolution in the payments industry, analysts think a wide moat surrounds the business and that Visa’s position in the global electronic payment infrastructure is essentially secure.
(Challenge with a better investment______, Sell___)

