
Financials

Analysts Selby, Stergar, Wang, Xu



Sector Overview

Current Holdings (10/31/22)

American Express (AXP): 208 bps

Bank of America (BAC): 367 bps

Citi Group (C): 89 bps

Discover Financial Services (DFS): 155 bps

JP Morgan Chase & Co (JPM): 166 bps

Financial S&P 500 Weighting: 11.38%

SIM Weighting: 9.85% (under by 153 bps)



American Express (AXP)
Analyst: Parker Selby



American Express
Current Price: $152.61 | Price Target: $175.25 | Price Upside: 14.8% upside



Growth/Revenue Drivers

Closed Loop System - both payment processor and issuer of their 
credit cards

Growing Customer Base - increased customer base by 20% YoY, with 
rampant growth among millennials and Gen Z

Leader in Innovation - Despite large job cuts among tech giants, AXP 
hired almost 5,000 new tech workers in 2022



Financial Ratios Comparison

Ticker Quarterly 

Revenue 

Growth (YoY)

Quarterly 

Earnings 

Growth (YoY)

Operating 

Margin

Forward 

Annual 

Dividend Yield

Return on 

Equity (TTM)

AXP 24.05% 2.90% 20.77% 1.44% 31.68%

V 18.72% 9.93% 67.15% 0.90% 40.88%

MA 15.47% 3.52% 56.96% 0.60% 147.74%

PYPL 10.74% 22.36% 14.12% 0.00% 10.86%



Valuation Multiples



American Express DCF Analysis



Recommendation

Buy 25 bps

Current Price: 152.61

Target Price: $175.25

Expected Return (inc dividends): 14.8%

Weighting: 208 bps

Recommended Weight: 233 bps

Evidence

● Relatively cheap compared to 
competitors

● More recession proof than 
competitors

Risks

● Looming recession
● Customer growth doesn’t turn into 

earnings



Bank of America (BAC)
Analyst: Luke Stergar



Overview

● 9th largest bank in the world

● 3rd largest public bank by market cap

● 4 business segments
● Offers wide variety of services

● 6th most trustworthy bank
○ from Lifestory Research

● $3.17T assets under management

37.0044.60



Macroenvironmental Outlook

● Bank stock usually cyclical
○ May act defensive due to Fed trying to 

force recession

● Banks outperform market immediately 
after recession



Business Analysis

● Maturity and Scale
○ Tier 1 investment bank
○ Top 4 credit card issuer
○ Top 3 US acquirer
○ 67m US consumer and small business 

clients

● Leadership
○ Brian Moynihan, CEO

■ In charge since 2010
■ Focused on “responsible growth”
■ Stock price has appreciated 167%
■ Dividend went from $0.04 to $0.85

● Business Segments
○ Most Income: Consumers and small 

business
○ Most Profitable: Global Banking



Financial Analysis

● Income Statement
○ Revenue

■ Short-term growth due to rates
■ Medium-term growth during recovery
■ Stable terminal growth due to massive size

○ Expenses
■ Largest expense is office space

● Will decrease due to remote work

● Balance Sheet
○ Divesting from consumer loans
○ Increased cash-to-debt ratio
○ Improved results from stress test

1



Recommendation

HOLD

Current Price: $37.00

Target Price: $40.70

Expected Return (inc dividends): 12.62%

Weighting: 367 bps

Recommended Weight: 367 bps

Evidence

● Unique economic situation
○ High cost of capital
○ Moderate extended slowdown expected

● Strong balance sheet
● Responsible growth

Risks

● Minimal Market Downturn
● Extreme Market Downturn
● Scandal



Bank of America DCF



JP Morgan & Co. (JPM)
Analyst: Wenxi Xu



Overview
● Multinational investment bank and 

financial services holding company 
headquartered in New York City

● Largest bank in the World By Market 
Cap

● Two main segment
○ Consumer & Community Banking (50.07B)
○ Corporate & Investment Banking(51.75B)

Stock Price today: 136.56



Macro Environment and Drivers

● Possible rate hike slowdown and economic rebound

● Post-pandemic recovery of the global economy and increased investment 
activity

● Globalization and expansion



Financial Analysis and Valuation



Financial Analysis and Valuation



Recommendation 

Buy 25 bps

Current Price: 136.36

Target Price: $171.31

Expected Return: 25.6%

Weighting: 1.66%

Recommended Weight: 1.66%

Evidence

● Valuations suggest the company 
is trading at historical averages

● Still cheap compared to the 
SP500

● Interest income increasing 

Risks

● Inflation keeps going high, and 
recession continues 



Discover Financial Services 
(DFS)

Analyst: Kai Wang



Overview

Discover Financial Services is the 6th largest credit card 
issuer in the U.S by purchase volume and the 3rd largest 
when measured by individual holders. 50 Million card 
holders.



Overview

2 business segments

○ Discover Global Network
■ Diners Club (Credit cards)
■ Pulse Network (interbank 

electronic funds transfer)
○ Discover bank

■ Credit cards
■ Various Loans

Explosive short term revenue growth due to 
opening up after the pandemic

Credit card long term growth slow down

Sizable growth in:
Pulse Network 6.1%
Diner Club and 12.9% 
Third-party issuers 13.3%



Discover DCF Model



Financial Analysis and Valuation



Recommendation

Buy 25 bps

Current Price: $108.55

Target Price: $124.92

Weighting: 1.55%

Recommended Weight: 1.80% (25 bps increase)

Evidence

● Strong Consumer Spending
● Strong growth in Diners club, Pulse 

Network and third party issuers 
● Recessionary fears loosening

Risks

● CPI still high
● Recessionary fears still valid soft landing 

almost impossible
● Risk of increase in delinquencies 



Summary
Stock Current 

Price
Target 
Price

Upside SIM Weight 
(bps)

Recommende
d Weight (bps)

Decision

152.61 $175.25 14.8% 208 233 BUY 25 
bps

$37.00 $40.70 12.62% 367 367 HOLD

$47.57 $50.90 11.52% 89 89 HOLD

$108.55 $124.92 15.1% 155 180 BUY 25 
bps

$136.56 $171.31 25.6% 166 216 BUY 50 
bps

Current Total:  9.85%      |     Projected Total: 10.85%        |      S&P500: 11.38% 



Questions?


