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Sector Recap



Sector Recap

• We recommended to overweight our sector because of its high 
growth companies at the top and more specifically we recommended 
to overweight the Interactive Media and Services Industry.



Alphabet Overview

• Offers performance and online brand advertising services across the globe
• Offers cloud-based solutions that provide customers with platform and collaboration tools
• Sells products and services including phones/tablets, apps, digital content and hardware

• Segments include: 
• Google Services- Google Search, YouTube, Google Ads, Gmail
• Google Cloud- Cloud computing, storing and networking on hardware and software (Google Cloud Platform)
• Other Bets- Companies acquired by Alphabet that are considered "Moonshots" (Waymo, Nest)



Business Analysis

Fundamental Growth Drivers

• Market Expansion

• As Alphabet expands into more countries, all their products and 

services follow along in the same path

• Current Products and Services

• More products are launching and becoming popular

• Services such as YouTube are doing extremely well and bringing in 

a lot of revenue for Alphabet

• Maintaining Growth Post Covid-19

• Growth rates have been high since the beginning of the pandemic

• More people are at home and spending more time online, which is 

translating to more ad revenue and more expansion for Alphabet

Competitive Advantages

• Business Diversification and Acquisitions

• Expanding operations and adding new companies to grow their 

already existing services and add new features

• Continuous Innovation

• Great at finding new trends and incorporating them into new 

products or technology

• Ad Revenues and Digital Advertising

• Being a leader in advertising allows them to see trends, collect 

information and enhance their related services

• They gain over 70% of revenue from this space

• International Growth

• Google Search has become the most popular search engine across 

the world, and this has translated into expanding other parts of their 

business into foreign countries



Business Analysis



Financial Analysis

• Earnings continue to trend high, and my projected 

earnings are in line with consensus

• 3Q21 Earnings reported of $65.12 B in revenue and 

$27.99 EPS which keeps them on pace to achieve 

my forecasted revenue and EPS

• Alphabet is outperforming the Communication 

Services sector, the Interactive Media and Services 

Industry and the S&P 500 over the past year

GSPIMS = Interactive Media and Services Industry



Financial Analysis

• Below AVG P/E and P/B show that the stock price is more undervalued than many of its competitors

• P/S is right at the AVG, which also shows that it is slightly undervalued

• PEG slightly less than 1 shows that it is undervalued, and it is less risky and more closely related to the market



Buy GOOGL stock with a target price of 

$3,447.25 with an implied upside of 20% 

(16% upside from current stock price)



DISCOVERY INC (DISCA)

• Overview: A global media company, +220 countries & territories



DISCOVERY INC (DISCA)

• Overview

• Revenues from 3 main segments



DISCOVERY INC (DISCA)

• Business analysis
• Competitors: Disney, AMC, 

ViacomCBS, and Fox Corp. Media 
industry not doing well.

• Key drivers:
• Consumer behavior

• Regulatory status

• Technology/emerging technologies

• Macroeconomic conditions 

• Stock news: EPS beat last 3Q, stock 
was down, coming back GSPMDA: media industry



DISCOVERY INC (DISCA)

• Financial analysis

• Revenues and EPS growth

Year Last reported year 
(2020)

Consensus 1 yr
forward estimate

Consensus 2 yr
forward estimate

Consensus 3 yr
forward estimate

Revenue 10,671 12,201 12,690 12,959

% growth from prior 
year

-4.24% 14% 4% 2%

Earnings Per Share 
(GAAP)

1.81 1.87 2.05 2.4

% growth from prior 
year

-37.15% 3% 10% 17%



DISCOVERY INC (DISCA)

• Financial analysis

• Current multiples indicated undervalue

Absolute Basis High Low Median Current

P/E 34.49 6.03 17.21 11.79

P/B 3.49 1 2.01 1.23

P/S 6.55 0.92 1.76 1.23

P/EBITDA 15.22 2.32 6.15 3.88



DISCOVERY INC (DISCA)

• Valuation

• Valuation multiples: average target price higher than current price, upside 
13%

Absolute 
Valuation

Current 
Stock 
Price

Current
Multiple

Your 
Target 
Multiple

Target/
Current 

Target 
Price 

Ave Target 
price

P/E 28.31 11.79 9.4 0.80 22.57 32.03

P/B 28.31 1.23 2 1.63 46.03 32.03

P/S 28.31 1.23 1 0.81 23.02 32.03

P/EBITDA 28.31 3.88 5 1.29 36.48 32.03



Discount cash flow model



DISCOVERY INC (DISCA)

• Valuation

• Discount cash flow model

• Majority prices are higher than current 

price

DCF Discount rate
9% 10% 11%

G
ro

w
th

ra
te

1.50% $29.60 $26.50 $24.03

2.50% $31.67 $27.95 $25.09

3.50% $34.49 $29.86 $26.43

Though both models indicated higher 

target price (upside 11-13%), 

performance is still below S&P500 

and other industries within 

Communication Service. 

Recommend sell DISCA.



• Develops social networking products such as Facebook, Instagram, Messenger, WhatsApp, etc.

Mainly two lines of business:

• Advertising: generates money by selling advertising displayed on websites or applications

• Hardware products: Oculus virtual reality headsets and the Facebook Portal.

Meta Platforms, Inc. Overview

Overview
Market cap: $926.66B
Beta: 1.27
Dividend yield: N/A
52-week range: 244.61 - 384.33
Diluted shares outstanding: 2.37B



Business Analysis

Fundamental Growth Drivers

• Metaverse

• Development of Oculus virtual reality business

Competitive Advantages
• Massive user base
• Digital advertising
• Continuous innovation

Potential Risks
• Lack of revenue diversification: digital advertising occupies 98% of the company’s revenue.
• Point of saturation: decreasing growth rate of new users.
• Intense competition in industry of social media: users have little costs to switch to other 

apps, and new apps come fast such as Snapchat.
• Regulatory risk



Financial Analysis

The growth rate is decreasing



Financial Analysis



With target price of $409.82, 
14.6% upside，recommend a HOLD



Valuation



Disney Overview

• Worldwide media conglomerate. Provides top tier entertainment
• Has become a dominant, international leader in the entertainment industry

• Media/Cable Network creation and acquisition
• Parks and Experiences

• Known for its "Family Friendly" entertainment but has its hand in a variety of industries



Fundamental Growth Drivers

• Disney+

• The company's saving grace during the pandemic

• 3rd most popular streaming service worldwid

Business Analysis

Competitive Advantages

• Incredibly Loyal Customer Base

• Market Domination

• Owns and operates Lucasfilm, Marvel, Pixar, 20th Century Studios

• Responsible for creation of the Box Office Opening Weekend top 4

• Theme Parks (usually) Lead the Way

• Revenues from their parks were responsible for the majority of their 

operating income

• Just saw their first profit in this segment since the beginning of the 

pandemic



Financial Analysis

Poor 2021 Q4 performance

• Underperformed Wall Street's estimates on both earnings and 

revenue

• After outperforming their expectations in Q3

• International Parks still unable to break a profit

• Disney+ subscriber count halts tremendously

• CEO Bob Chapek warned this would happen



Valuation

BUY DIS stock with a target price of 

$204.78 with an implied upside of 

13.8% (38% from it's current stock 

price)



Final Recommendation

Company Stock Price Valuation Price Upside/Downside Rating Current Bps Recommended Bps

Alphabet $2,982.96 $3,447.25 16% BUY 518 500

Meta 
Platforms

$338.03 $409.82 21% HOLD 469 469

Disney $179.98 $204.78 13.8% HOLD 103 110

Discovery $25.15 $27.95 11% SELL 47 0


