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Overview

● Very briefly recap your sector recommendation.
● Review what stocks we currently own in the portfolio.
● What stocks do you plan to buy/sell?
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Overview 

● Based on the strong Free Cash Flows of the IT sector compared to other sector in the 
S&P 500 and the potential for innovation in this specific sector, we are recommending 
the board to : 

○ Match the weight of the sector with the weight in the S&P 500
● Based on the relative valuation of each industries, we are recommending the board to: 

○ Overweight Internet Software & Services 
○ Underweight Software
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Buy:

Sell:

Hold:

Recommendations

Stock Current Change New

Alphabet 5.34% -0.34% 5.00%

Apple 5.25% -0.25% 5.00%

Arris 2.54% 1.71% 4.25%

Cognizant 5.45% -0.45% 5.00%

World Pay 5.67% -0.67% 5.00%
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Worldpay
- Driven by growth and adoption of electronic 

payments by everyday individuals and businesses 
- Cyclical

- Sensitive to the economy 
- Able to provide services across the entire 

payments processing value chain
- Merchant Services to Financial Institutions

- International presence 
- U.S. & U.K.

Google 

Business Analysis
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Financial Analysis

 You may want to review your projections for earnings and sales for the 
companies and compare/contrast them
o   Review the breakdown of ROE for the companies—compare/contrast the 
companies
o   Discuss other profitability, growth, credit and activity ratios, if deemed 
important.
o   Review the history of the companies and compare/contrast it with the current 
and future projections—will the environment improve, deteriorate, stay the same? 
Why?
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Financial Analysis - 52 Week Performance 
Worldpay

ARRIS International
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Financial Analysis

Worldpay Google Arris Cognizant 

Current Price $82.24 $26.50

Revenue (2017) $4.026 B $4.767 B

Revenue Growth 13% -3.14%

ROE 14.08%

● Discussion points about the table 
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Financial Analysis - Historical and Future Analysis

Worldpay

● Historically Worldpay had revenue growth with 
a range from 13% to 23%. 

○ Aggressive growth with Merchant 
Services Segment [16%, 28%]

○ Lagging growth with Financial 
Institutions Segment [-7%, 5%]

● Future growth appears to be optimistic with the 
recent acquisition

○ International presence
○ New clients 
○ R&D technology development 

● Risk with economic/ political conditions in U.S. 
and international markets 
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BUY

ARRIS International Plc.
Ticker ARRS

Current SIM 
%

2.54%

Recommend
ed SIM %

4.25%

Current 
Price

$26.50

Target Price $42.21

Potential 
Upside

37.22%
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ARRIS International Plc.

BUY

● Fundamental drivers:
○ Introduction of CBRS to the 

Commercial Industry 
○ Tailoring of CPE to 

geographic location
○ Focus on N&C and 

Enterprise Networks
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2017 2016 Change

Domestic US 65.79% 71.89% -6.10%

Americas excluding US 16.33% 14.39% 1.94%

Asia Pacific 5.67% 4.27% 1.40%

EMEA 12.21% 9.45% 2.76%

Total International 34.21% 28.11% 6.10%

Total Sales 100.00% 100.00%

Tailoring of CPE to Geographic Location
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Focus on N&C and Enterprise Networks
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Financial Analysis - Historical and Future Analysis

ARRIS International:
● Revenue decrease by 3.1% while Gross margins improved by 0.20%

○ Focus on increased sales in N&C and Enterprise Network 
sectors

○ Will support this through the increase in Research and 
Development 

● Low multiples compared to industry average and peers
● Multiples are still below historical highs but above historical medians

ARRIS International Plc. Income Statement:

Percent of Total Sales by Business Segment

Business 
Segment

2013 2014 2015 2016 2017

CPE 67.62% 69.33% 65.37% 69.52% 67.67%

N&C 32.95% 30.76% 34.63% 30.92% 31.66%

Enterprise 0.00% 0.00% 0.00% 0.00% 0.69%

Other -0.57% -0.10% 0.00% -0.44% -0.02%

Total 100.00% 100.00% 100.00% 100.00% 100.00%
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Ticker P/E TTM P/S TTM P/B P/CF TTM EV/ EBITDA 
TTM

Average 25.43 1.97 2.44 12.46 12.42

ARRIS International 22.67 0.68 1.55 9.38 8.76

Peers      

Ubiquiti Network 21.61 5.14 11.22 26.98 16.32

Calamp Corp 108.87 2.23 4.05 12.44 20.84

Adtran Inc 22.95 1.20 1.51 N/A 12.62

Netscout System 65.11 2.26 0.99 9.68 10.57

Commscope 
Holdings

36.53 1.61 4.63 13.09 12.23

Absolute Basis High Low Median Current

P/E 24.61 14.06 19.14 23.0558

P/B 5.75 2.80 3.89 5.382

P/S 4.55 2.14 3.24 4.2631

P/EBITDA 16.25 9.75 11.99 15.2164

EV/EBITDA 15.40 8.45 10.91 14.0644

ARRIS International Plc vs. Competitors: ARRIS International Plc Historical vs. Current Multiples

                                  ARRIS All Products Global Addressable Market

Business Segment  2017 2018 2021

Network and Cloud $7.9B $8.4B $10.3B

CPE $20.5B $21.4B $22.9B

Enterprise $14.4B $15.4B $18.4B

Total $42.9B $45.3B $51.5B
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   Valuation

o   Determine a target price for all names held within the sector and compare the potential price 
appreciation.
o   Include the DCF’s for your companies (either in the presentation or in the appendix to the 
presentation).
o   Review the valuations in light of historical price ratios—have the ratios 
expanded/contracted/stayed the same over the years?
o   Review the valuations relative to the industry, sector (if available), and S&P 500—have the 
ratios expanded/contracted/stayed the same over the years?
o   Review your expectations for future valuations—will the ratios expand/contract/stay the 
same going forward?
o   Review the results of technical analysis
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Valuation Analysis

Worldpay Google Arris Cognizant 

Current Price $82.24 $26.50

Target Price $122.95 $42.21

Upside 49.5% 37.22%

P/E 20.61 22.67

P/S 3.23 0.68

P/B 26.97 1.55

P/FCF 19.33 9.38

EV/EBITDA 17.49 8.76
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Valuation Analysis- Worldpay Historical

Worldpay 2016 2015 2014 2013 2012

Price $59.62 $47.42 $33.92 $32.61 $20.42

P/E 22.11 21.31 18.207 21.07 17.39

P/S 5.66 5.00 3.93 4.93 3.77

P/B 8.89 9.49 7.08 8.09 3.55

P/FCF 17.65 10.22 9.83 10.80 9.82

EV/EBITDA 14.98 13.78 12.37 12.81 10.68
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Valuation Analysis- S&P 500 / Sector

S&P 500 2017 2016 2015 2014 2013 2012

P/E 19.95 18.88 17.38 17.20 16.71 13.75

P/S 2.16 1.93 1.80 1.76 1.64 1.29

P/B 3.26 2.93 2.76 2.82 2.57 2.13

P/FCF 23.49 20.12 17.87 18.70 14.33 14.79

Info Tech 
Sector 2017 2016 2015 2014 2013 2012

P/E 19.08 17.41 16.98 16.71 15.76 12.52

P/S 4.25 3.54 3.32 3.21 2.93 2.21

P/B 5.58 4.23 4.12 4.07 3.68 3.13

P/FCF 20.76 16.96 16.52 15.67 15.04 12.28
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Valuation Analysis- Future 
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Recommendation

Present your recommendation. 
o   Your recommendation should be in basis points (buy/sell).
o   Mention the primary catalysts (that support your recommendation) for each 
stock (e.g. valuation, improved prospects, etc).
o   Talk about the primary risks to your recommendation for each stock.
o   State the price targets for all stocks owned within your sector.  Also, include 
target prices for buy-recommended stocks and explain your rationale. 
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Recommendation 
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Appendix - DCF Worldpay


