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1. BASIC INFORMATION 

 

Mastercard Incorporated is an American multinational technology company that 

focuses on financial services. The company has partnered with many institutions around 

the world to connect businesses, customers, financial institutions, and governments all 

around the world by providing electronic payment processing services for many types of 

transactions using their payment cards. 

Mastercard was founded in 1966 in the United States by a group of California and 

New York banks. At the time, the company was known as “Master Charge” the 

Mastercard title that is known today was only renamed to that in 1997. Currently ranked 

201 in the 2021 Fortune 500 list of the largest U.S corporations, Mastercard became 

publicly listed on the NYSE in May of 2006, selling 95.5 million shares at $39 each.  

The financial services sector that Mastercard operates in is ever-growing with an 

estimated revenue of $4,738 billion in 2020. This growth is expected to continue as more 

and more people adapt to online/electronic processed types of transactions. 

2. INVESTMENT SUMMARY  

 

Currently, the company has a share price of $322, which translates to a $316.491 

billion market cap. Since the 2020 March market crash due to COVID-19, the stock has 

recovered strong, increasing more than 80% since then. The company has grown 

significantly over the past years which is seen in the growth of their market capitalization 

and its stock price which is in an overall uptrend.  

Mastercard is a popular company for investors. Recently it was announced that 

the company is raising quarterly cash dividends by 11% as a way to increase the 

shareholder value which is pretty impressive. Mastercard currently has a PE ratio (TTM) 

of 39.62, an EPS (TTM) of 8.13, and our analyst’s recommendation is a buy with a price 

target of $462.4, corresponding to an upside of 86%. For more information, read the 

following Equity Report. 
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3. BUSINESS DESCRIPTION 

 

Mastercard being a big payment processer mainly makes its revenue based on 

the Gross Dollar Volume (GDV) fee. GDV is an aggregate dollar amount of cash 

purchases and payments done by using the Mastercard-branded cards which are 

accepted in majority of places which accept debit/credit cards. 

The two main ways that the company operates is: 

- Co-branded cards with retailers. Mastercard partners up with brands such as 

airlines, retailers, hotels, etc. and allows them to use their card for loyal customers 

of the brand. Co-branded cards have perks for the brands customers, one 

examples is seen with cashbacks for buying from that certain brand 

- Co-branded cards with financial institution. Financial institutions use and 

customize the Mastercard branded card to attract customers with the features 

they provide which may include cashback programs, reward points, or even no 

annual fees 

In addition to this, the company also offers products pertaining to consumer debt, 

consumer credit, commercial and prepaid credit and debit. With Mastercard being one 

of the top companies in the world due to the product and services they provide, there 

were 249 million of their cards in the United States alone and 725 million in the rest of 

the world by March of 2021 being used. This statistic shows how successful and 

prevalent this company is in today’s society. 



 

 

      

5 December 9th, 2021 

Equity Report - MA 

 

Figure 1: Mastercard Global Gross Dollar Volume, in billions. (Source: Insider Intelligence) 

 

 

Figure 2: Mastercard revenues by Segment in 2020. (Source: Craft.co) 
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4. MANAGEMENT & GOVERNANCE 

 

4.1. Management & Governance 
 

Corporate officers 

Name Position 

Michal Meibach Chief Executive Officer 

Ajay Banga Executive Chairman 

Mark Barnett President, Europe 

Ann Cairns Executive Vice Chairman 

Gilberto Caldart President, International 

Dimitrios Dosis President, Advisors 

Carlo Enrico President, Latin America and Caribbean 

Jennifer Erickson Executive Vice President, Communications 

Michael Fraccaro Chief People Officer 

Michael Froman Vice Chairman and President, Strategic Growth 

Ron Green Chief Security Officer 

Ling Hai Co-President, Asia Pacific 

Francis Handal President, Loyalty & Engagement 

Linda Kikpatrick President, North America 

Jorn Lambert Chief Digital Officer 

Raghu Malhotra President, Middle East and Africa 

Ed McLaughlin President, Operations and Technology 

Sachin Mehra Chief Financial Officer 

Carlos Menendez President, Enterprise Partnerships 

Timothy Murphy Chief Administrative Officer 

Jennifer Rademaker Executive Vice President, Customer Delivery 
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Raja Rajamannar Chief Marketing & Communications Officer and President, 

Healthcare 

Blake Rosenthal Executive Vice President, Segment Solutions 

Ari Sarker Co-President, Asia Pacific 

Kush Saxena Executive Vice President, U.S. Merchants and Acceptance 

Andrea Scerch President, Consumer Products and Processing 

Raj Seshadri President, Data and Services 

Kevin Stanton Chief Transformation Officer 

Paul Stoddart President, New Payment Platforms 

Greg Ulrich Executive Vice President, Strategy, Corporate Development and M&A 

Richard Verma General Counsel and Head of Global Public Policy 

Craig Vosburg Chief Product Officer 

 

Board of Directors 

Name Title 

Ajay Banga Executive Chairman 

Candido Botelho Bracher Former CEO, Itau Unibanco Group Independent Director 

Richard K. Davis CEO, Make-A-Wish America Independent Director 

Steven J. Freiberg Independent Director  

Julius Genachowski Managing Director 

Choon Phong Goh Independent Director 

Merit E. Janow Lead Independent Director 

Oki Matsumoto Independent Director 

Michal Meibach Chief Executive Officer 

Youngme Moon Independent Director 

Rima Qureshi Independent Director 
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José Lagunes Independent Director 

Gabrielle Sulzberger Independent Director 

Jackson Tai Independent Director 

Lance Uggla Independent Director 

 

4.2. Institutional Ownership 

 

Institutional Holder Number of Shares Held %S/O 

Vanguard Group Inc 70,214,114 7.20 

BlackRock Inc 65,666,413 6.74 

State Street Corporation 34,016,603 3.49 

FMR, LLC 24,679,029 2.53 

Price (T.Rowe) Associates INC 21,853,894 2.24 

Morgan Stanely 19,650,864 2.02 

JP Morgan Chase & Company 18,055,507 1.85 

Geode Capital Management, LLC 14,726,400 1.51 

Capital Research Global Investors 14,339,552 1.47 

Capital International Investors 13,628,807 1.40 

 

Ownership Profile 

Mastercard has 3,293 Institutional holders which makes up 73.31% of the total shares 

owned by them with the two largest owners being Vanguard and Black Rock. 12.73% are 

retail investors and 10.96% are Mastercard insiders. 
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5. RISK FACTORS  

 

Global regulation to the payments industry 

Naturally, legislation influences a company's business and Mastercard is 

embedded in a highly regulated industry. Managers think and optimize the business in 

one way and regulations can make that the plan thought may not be put into practice. In 

addition, increased regulation and supervision of payment systems may result in more 

costs for the company. As a result, it could limit Mastercard's ability to innovate or offer 

differentiated products and services, influencing its financial performance.  

This type of regulation includes regulation of privacy, data, security, and the digital 

economy. 

 

Acquisitions or strategic investments 

The scrutiny that Mastercard may experience when evaluating strategic 

acquisitions, whether by acquiring interests in joint ventures or in other entities related 

to complementary businesses, may be a risk to the company. In particular, such scrutiny 

may prevent the company from successfully completing certain acquisitions or strategic 

investments in the future and may compromise the company's objectives. It may lose 

resources such as time and money in designing those transactions, which then, due to 

antitrust, may not be realized. 

 

Consumer spending 

A significant portion of the company's revenue comes from fees from processing 

consumer credit and debit card transactions. Therefore, an economic downturn in any 

country in which Mastercard has a presence, as has happened recently due to the 

COVID-19 pandemic, could have a significant impact on consumer spending and 

therefore Mastercard's revenues. Current global health concerns leading to 

confinements and severe quarantines increase economic uncertainty, reduce consumer 

spending, and negatively impact Mastercard's business.  

Another factor, for example, could be the inflation that is currently being felt 

globally, and it is not yet known whether it is transitory or permanent. Inflation leads to a 
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generalized increase in prices and, if this increase is not accompanied by an increase in 

consumer income, it leads to a loss of purchasing power of economic agents, which leads 

to a decrease in spending. 

 

Competition and Technology 

Naturally, intense and substantial worldwide competition in the payments industry 

can materially and adversely affect Mastercard's business overall. In fact, this industry is 

highly competitive today. Mastercard's payment programs compete directly against all 

the other payment methods that are emerging today. From the older methods like cash 

and checks to the newer ones like electronic payment platforms, cryptocurrencies, and 

so many other digitized forms of payment. This competition can introduce innovative 

payment programs and services that could negatively impact Mastercard's growth. 

Technology and competition are related to each other. The introduction of 

innovative payment services by competitors may bring significant technological 

development that could negatively impact Mastercard's business if Mastercard is not 

prepared for such an event. Predicting the effect of technological changes is very difficult 

and, in a way, the future of the company will depend on this ability. 

 

Information Security 

Mastercard's operations are based on the processing, transmission, and storage 

of confidential information on its systems. Therefore, information security incidents can 

be commonplace and can disrupt Mastercard's business to the extent that they damage 

its reputation and consumers' loyalty to the company. In fact, these information security 

risks have increased significantly in recent years due to increasing digitalization. 

Pandemic has only accelerated these types of threats. Cyber-attacks, computer viruses, 

or phishing attacks are just a few examples. 
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6. INDUSTRY OVERVIEW & COMPETITIVE 

POSITIONING 

 

6.1. Industry Overview 

Mastercard operates in the financial services industry and is currently one of the 

top firms in this segment. Bringing in an estimated revenue of $4,738 billion in 2020, this 

industry is rapidly growing with the continuous innovations and adoption of digital 

technology taking place. 

The industry is considered to be a fragmented one because there are numerous 

large capitalization companies within it meaning that market share is spread out with the 

companies and not just a small handful of companies having majority of market share 

which is seen in concentrated industries. 

Porter’s Five Forces Model will be applied for further understanding with regard to the 

internal aspects of this industry:  

Power of Buyers: In this industry, buyers have a strong amount of power due to the fact 

that there are many companies that offer the same services. A way companies try to 

combat their customers bargaining power is by innovation. An example of this is seen 

when Mastercard began using blockchain technology to better the customer experience. 

This can be used as a selling point that differentiates them from other companies which 

ultimately decreases bargaining power from buyers.  With that in mind, buyers have 

moderate bargaining power.   

Power of Suppliers: The companies in this sector tend to be used to having different 

suppliers and using the most efficient supply chain. With that, many big companies in this 

space are able to negotiate prices and not be dependent on just one supplier. The 

company mainly relies on suppliers for the cards they produce. Due to this, suppliers 

have low bargaining power. 

The Threat of New Entrants: Threat of new entrants is considered to be moderate. This 

is said because there are many regulations that must be followed in terms of payment 

processing and there are many strict compliance requirements that are done to avoid 
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money laundering and illegal money transfers; These regulations cause for added costs 

for startups. Another problem for new entrants is that high capital is required, however, 

many venture capitalist firms are willing to support innovative startups in this sector and 

provide the needed boost financially. 

Threats of Substitute Products: Threat of substitute products is high. As stated before, 

a company can differentiate themselves by innovation and currently, there is much 

innovation taking place. If a company fails to innovate and enhance the customer 

experience up to pace as its competitors, they will very quickly be left behind by a 

substitute product.  

Rivalry among Existing Companies: This industry tends to be dominated by the major 

players such as Visa, Mastercard, American Express and many more. With all these 

companies offering very similar services, there is often high competition amongst them 

to gain more customers and market share, causing each to look for ways to differentiate 

through innovation and customer service. 

Now with the use of the PESTLE Analysis, external environment factors that 

influence the industry Mastercard operates in will be looked at: 

Political 

Considering the fact that Mastercard operates in financial services, political 

factors are very important and can have quite an impact on the company. Companies in 

this industry must be aware of the political stability and situation of the certain country to 

know if the area is good for conducting business. Level of corruption is another important 

factor since Mastercard deals with finance and they must be transparent with 

governments as people may try to hide dirty money using their services which can lead 

to heavy fines. 

 

Economical 

Macroeconomic factors of a country such as inflation, foreign exchange rate and 

savings rate are all very important factors that affect this industry. These factors all have 

an influence on the consumers behaviors and likelihoods to use financial services. With 

that in mind, companies such as Mastercard must constantly be aware of these statistics 
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and policies that can have an effect on them to be better positioned on opportunities or 

threats that may be presented as a result. 

  

Sociocultural 

With the increasing prevalence of globalization, more exchanges and interactions 

are taking place between different populations and regions across the globe. With 

business now being more international than ever, there is a high demand for financial 

service platforms to facilitate transactions worldwide. This is a major opportunity and 

strength for companies in this field as the demand from consumers is there. This 

opportunity is what allowed for many companies in this space to gain the high market 

cap’s and revenues that is seen today as transactions keep increasing.  

  

Technology 

Technological developments and innovations within this space further aid in the 

enhancement of the user experience. An example of this is seen with blockchain 

technology, Mastercard themselves have started using this type of technology to improve 

security, privacy, efficiency, and speed of transactions. This technology is slowly being 

adopted but there is still much innovation to be discovered that will drastically change 

and improve the way many companies in this industry operate.  

 

 Environmental  

Many companies in this space, including Mastercard, are more environmentally 

aware of the impacts they can have on the environment. With that, many customers are 

also aware of this and prefer that business take this into account. As a consequence of 

all this, Mastercard and others in the industry have taken into account their environmental 

footprint by monitoring their recycling, energy conservation, and pollution control; in 

addition, reports on carbon emissions are done. 

  

Legal  

Economic sanctions, money laundering, and counter terrorist financing are all 

policies and laws that must be followed in this industry. Failure to comply with these legal 
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factors can have severe consequences including heavy fines and imprisonment. These 

topics normally have a law representing them in the majority of countries around the 

world, therefore it is a must that companies operating in financial services are aware and 

prevent themselves from the risk of breaking these rules.   

 

6.2 Competitive Positioning  

Currently, Mastercard is in the top 5 companies in the financial services industry 

in terms of market cap. It has been an established company for decades and has 

continued to stay on top for all these years. Mastercard’s main competitors are Visa and 

PayPal which are also some of the top companies in this space. 

Visa is one of the major payment card companies in the world with a market cap 

worth $409.70 billion. Currently, with this market cap, the company is ranked 3rd in the 

industry and 17th in the world. This company is a direct competitor of Mastercard offering 

very similar services. In 2020 alone, Visa had revenue of about $21.8 billion. 

PayPal is a multinational fintech company that is used as a medium for buying 

and selling online, conducts online money transfers, ultimately an alternative to the 

traditional paper methods used in financial services such as money orders and checks. 

With a market cap of $216.10 billion, this puts them ranked 6th in the industry and 54th in 

the world. Just last year alone, the company racked in $21.4 billion.  
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7. FINANCIAL ANALYSIS 

 

7.1. Revenues 

 
Figure 3: Total revenues, in billions of USD, between 2016 and 2021 (Source: Macrotrends) 

 

As seen in the graph, the company’s total revenue has been steadily increasing 

up until early 2019, after that revenues went on a downtrend. However, from 2020, 

revenues began to go back to normal in an uptrend, reaching $17.78 billion in 2021 which 

is the highest it has been in years.  

 

7.2. Net Income 

 
Figure 4: Total net income, in millions of USD, between 2016 and 2021 (Source: Macrotrends) 
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Net income is the difference between sales and the cost of goods sold, selling 

and both operating and general expenses. This can be used as an indicator for 

profitability. 

Similar to the revenues graph, net income was on an uptrend up until 2019 where 

it began a downtrend, going down all the way to $6.41 million. From 2020 it began the 

uptrend, reaching $8.09 million, currently a 26.21% increase from the 2019 low. 

 

7.3. Net Profit Margin 

 
Figure  5: Net Profit Margin, between 2016 and 2021, in percentage (Source: Macrotrends) 
 

 As seen in the graph, the net profit margin hit a low in 2017, going all the way 

down to 31.33% in 2017. Although, after that it recovered and went on an uptrend 

peaking at 48.08% in 2019. Currently the margin is roaming around 45.50% meaning that 

the company is doing well profit wise and is currently starting to go back on an uptrend. 
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7.4. Debt to Equity 

 
Figure 6: Debt to Equity between 2016 and 2021 (Source: Macrotrends) 

 
The debt to equity ratio is useful for evaluating a company’s financial leverage by 

dividing the total liabilities by the shareholder equity.  

 Looking at the graph, the D/E ratio has been on the rise over the past year, going 

from 0.91 in 2016 to 1.95 now in 2021, an increase of 114.29%. Usually a good debt to 

equity ratio is between 1-1.5, due to this currently Mastercard’s ratio will be a bit risky if 

it continues to go higher.  

 

7.5. Interest coverage 

 
Figure 7: Interest coverage ratio between 2016 and 2021 (Source: Macrotrends) 
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The interest coverage is a debt and profitability ratio that can determine how 

easily a company can pay interest on its outstanding debt. The lower the ratio, the less 

money the company has to spend elsewhere. From 2016 up until now, this ratio has been 

on a downtrend. Going from 62.23 to 22.21 now, a 64% decrease.    

 7.6. Current Ratio 

 
Figure 8: Current ratio 2016 and 2020 (Source: Macrotrends) 

 
 

The current ratio looks at a business’ ability to pay short-term obligations. From 

2016 to 2018 the current ratio dropped from 1.84 to 1.4. Then in 2018 It bounced from 

1.4 to 1.61 in 2020, subsequently it dropped down to 1.33 currently. Due to it dropping 

over the past year, one can conclude that the company is slowly losing its ability to pay 

off short-term obligations as efficiently.  

 

7.7. Quick Ratio 

 

 

 

 

 
Figure 9: Quick ratio between 2016 and 2020 (Source: Macroaxis) 
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This indicator is used to evaluate a company’s short-term liquidity and ability to 

pay off current liabilities without the need of selling off inventory or getting additional 

financing. 

From what is seen from the graph, Mastercard has had a low from 2018 to 2019 

in this quick ratio, reaching a low of 1.11. However, from then on, this ratio is on an 

uptrend, currently touching 1.46 meaning that the company is well able to pay off their 

short-term debts without need any aid. 

 

7.8. P/E ratio 

 
Figure 10: P/E ratio between 2016 and 2020 (Source: Macrotrends) 

 
This indicator is used to value a business by measuring its current stock price 

relative to its earnings per share. It is a useful indicator for investors to assess whether a 

stock is overvalued or undervalued.  

 From 2016 to 2020 the P/E ratio of Mastercard had a 104% increase, going from 

27.24 to 55.76. However, after that there was a steep decline until now with the ratio 

being at 39.67.  
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7.9. P/B ratio 

Figure 11: P/B ratio between 2016 and 2020 (Source: Macrotrends) 

The price to book ratio is used by analysts whenever a company’s market cap is 

compared to its book value. A P/B ratio higher than one indicates that the stock price is 

trading at a premium to the company’s book value. 

 Overall, In the case of Mastercard, the ratio has been on a steady uptrend and 

the current value in 2021 is 46.8. Based on this value, it can be inferred that the stock 

price may be overvalued relative to its assets since it is operating 46.8 times its book 

value. 

 

7.10. EBITDA 

 
Figure 12: Johnson & Johnson’s EBITDA, in millions of USD, between 2010 and 2021 

(Source: Macrotrends) 
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Earnings before interest, taxes, depreciation, and amortization (EBITDA), is an 

overall evaluation of a business’ overall financial performance.  

Looking at Mastercard, their EBITDA has been performing well over the years and 

is on a continuous rise. A small drop took place from 2019 to 2020, however this drop 

has recovered well from 2020 up until now. 

 

8. VALUATION 

 

8.1 Overview 

As of 28th of November, Mastercard’s Market Cap is sitting at $318.52B, 

according to a value of $324.17 per stock, meaning there are currently 974.71M shares 

outstanding. 

In comparison, VISA stock is currently valued at $197.65, with a Market Cap of 

416.75B, a value that is 31.5% higher than Mastercard’s.  

The current YTD growth of Mastercard’s stock price is -7.77%, while VISA fell 

9.23% during the same period. 

 

 8.2 Stock performance and multiples comparison 

As travelling and in-person shopping are again being restricted, and Mastercard 

and VISA announce slowed-down revenue and other forecasts down, along with other 

problems adding to these, both stocks have been falling off in the last few months.  

The Mastercard’s stock price fell by over 10% in the last couple of weeks, since, 

like previously mentioned, revenue and several quarterly numbers mixed results, with 

some outpacing forecasts and others being a let-down, meaning that this could be a good 

time to invest in it, as a deal with Amazon to replace VISA’s deal could be set in the next 

few months – VISA high fees in the UK Amazon store is affecting Amazon’s relationship 

with VISA, and Mastercard should be next in line if both companies don’t end up solving 

this issue.  
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Analysts from Yahoo Finance forecast a Price Target with a low of 360 ( >10% 

growth), with a high of 494 ( >50% increase), while the average Price Target currently 

sits at 432 ( >30% growth). As of November 2021, out of 39 analysts, 34 set a Buy or 

Strong Buy (59%/41%) recommendation.  

 

 

Figure 13 - Percentage returns of Mastercard and the benchmark S&P 500 

(SOURCE: Bloomberg) 

 

Compared with the industry competitors multiples, it is obvious that Mastercard 

is not the Market Leader.  

When it comes to P/E, MA ratio is just below the median, sitting at 43.4, against 

the 45.1 median. However, MA’s biggest competitor, V, has a lower ratio, at 38.5. 

For the Beta Y-1, MA has a higher than 1 value, at 1.21, when V is very close to 

1, with 1.04, meaning that investing in V will bring a feeling of secureness, as V is less 

volatile than MA. 

Notwithstanding, MA ROE is something to aspire to, as the latest value provided 

was 129.5%, which compared to the industry median of 15.8%, almost 10 times higher. 

In the case of MA, this happens due to the low debt burden when growing profits. 
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Figure 14 - Valuation Multiples of Mastercard and the main peers according to Bloomberg 

industry notation. Values in millions of USD, except for percentages.  

(SOURCE: Bloomberg) 

 

From the ESG Valuation, we can see that MA is in 2nd place when it comes to 

equality in the Board, with 28.57% being Women.  

For the ESG Disclosure Score, MA leads by a wide margin, of almost 7 points, 

meaning it is the company that discloses the most data relevant to the ESG Valuation. 

However, this value is still rather low, as it is less than half of the range of the table (0 to 

100). 

 

 

 

 

 

 

 

 

Figure 15 - ESG Multiples of Mastercard and the main peers according to Bloomberg 

industry notation. ISS Quality Score is a governance rating by an independent institution, 

ESG disclosure is based on the transparency of the company. (SOURCE: Bloomberg) 



 

 

      

24 December 9th, 2021 

Equity Report - MA 

8.3. DCF Model 

Discounted cash flow (DCF) analysis attempts to figure out the value of an 

investment today, based on projections of how much money it will generate in the future. 

For that, we forecasted the cash flows of the company for the next five years. Also, we 

discount back that cash flows to today’s value. The rate at which we discount back the 

cash flows is the Weighted Average Cost of Capital (WACC) estimated to be at 10.9%. 

Another important consideration is the fact that perpetuity will be assumed, using a 

perpetual growth rate (g) of 2%. 

1. WACC 

For the determination of the intrinsic value throughout this method, the CAPM 

approach was applied to calculate the cost of debt (Kd) and the cost of equity (Ke). The 

steps presented next show the detailed calculations of WACC:  

 

The cost of equity (Ke) was computed under some assumptions. First, the 10-

Year Treasury U.K. Bills were used as the risk-free rate, with a current yield of 1.64%. 

Secondly, the market return considered was the U.K. Stock Market Return Average, 

which according to Bloomberg, is 9.93%. Finally, the company’s beta was assumed to be 

1.17. Using these values, the computed cost of equity is 11.30%, approximately. 

The cost of debt (Kd) was simpler to compute, as it was the average of the interest 

rates of the fixed banknotes that correspond to the company debt. Thus, the cost of debt 

will be 1.66%. 

Next, the tax rate was considered the average of the tax rates that the company 

paid in the last three years. Therefore, the value assumed will be 16.15%.  

Lastly, the equity value was computed using the total shares outstanding 

multiplied by the current share price (value in November 2021). The value of debt was 

taken directly from its balance sheet, so we are considering the book value of debt. 

Therefore, we end with an equity weight of 96.3% and a debt weight of 3.7%, with 

respective costs of 11.30% and 1.66%. 
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Adding all the variables computed and performing the WACC formula we then 

obtain an average weighted cost of capital of 10.9% for Mastercard.  

Free Cash Flow and Terminal Value 

Regarding FCFF in the future, as already mentioned, it was used the FCFF for the 

next five years, considering how much would the company grow each year at the average 

historic growth rate of the FCFF of Mastercard. We predict that Mastercard will have a 

FCFF by 2025 of $16,395 million. Next, the terminal value was calculated using 

Mastercard’s growth rate of FCF for the next five years. The result we got was around 

$13,655 million.  

Finally, the enterprise value (of $52,135 million) was calculated by adding the 

present value of the FCFF and the terminal value. And, for the equity value, we subtracted 

the enterprise value to debt value of 2020 ($7,044 million), reaching the estimated equity 

value of $45,091 million.  

The last step is to reach a share price target, and, for that, we divided equity value 

($ 45,091 million) by the number of outstanding shares (975 million). A share price of 

$462.4 was hit, which represents a upside potential of 86%. 

 

 

Figure 16 - Estimated Free Cash Flow and Terminal Value for the next 5 years. 

Values in millions of USD, except for percentages (SOURCE: Bloomberg) 
 

8.4. Sensitivity Analysis 

Sensitivity analysis (also known as what-if analysis) is an analysis technique that 

works based on how independent factors can affect the dependent factor and is used to 

predict the outcome when the analysis is performed under certain conditions. In other 

words, sensitivity analyses study how various sources of uncertainty in a mathematical 

model contribute to the model's overall uncertainty. It is commonly used by investors 
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who take into consideration the conditions that affect their potential investment to test, 

predict and evaluate the result.  

For the analysis of Mastercard, the calculated WACC was 10.9% and the 

perpetuity growth rate used was 2%. Taking into account these two values for the 

variables, this sensitivity analysis showed how deviations from these values can 

consequently affect the company’s calculated Enterprise Value, its predicted stock 

Value, and the respective upside or downside. 

As for a brief explanation on how these two variables work, the more the WACC 

increases, the more expensive, it turns out for the company to finance themselves 

(acquiring capital), decreasing the company worth and their stock price, making it a 

smaller return/bigger loss. If the WACC decreases, the opposite happens. As for the 

perpetuity growth rate, the higher it is, the more the company is expected to grow in the 

future, making the enterprise value higher, such as their stock and potential upside. The 

inverse happens when the perpetuity growth rate decreases. 

 

 

 

Figure 17 - Sensitivity Analysis on the Enterprise Value by varying the weighted 

cost of capital and the growth rate. (SOURCE: Bloomberg) 

 

 

 

Figure 18 - Sensitivity Analysis on the Upside/Downside Potential by varying the 

weighted cost of capital and the growth rate. (SOURCE: Bloomberg) 
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8.5 Mean Analyst Recommendation 

According to other analysts and the market, the recommendation is BUY, with an 

average price target of $430.81. Our recommendation is also a buy, aligning itself with 

the market sentiment, while the current stock price is still lower than the target price (The 

stock price was $334.05 on November 24th, 2021). The following table indicates the 

other analysts’ recommendations for this stock. 

 

Figure 19 – Analysts Mean Recommendation consensus. (SOURCE: Bloomberg) 
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9. DICLAIMER 

 

This report was elaborated by Equity Research Analysts from the Research 

Division of ITIC – ISCTE Trading & Investment Club. ISCTE Business School does not 

take responsibility for the information expressed in this document. All data was collected 

by our analysts from Bloomberg L.P. and Thomson Reuters databases and used to 

generate statistics and graphs in excel software. These graphs are property of ITIC and 

should not be copied.  

Disclaimer: ITIC – ISCTE Trading & Investment Club is a Training & Research 

Association of Finance & Investment, headquartered in ISCTE Business School, Lisbon. 

DISCLAIMER Copyright 2017 ITIC – ISCTE Trading & Investment Club. All rights 

reserved. This report has been prepared and issued by ITIC – ISCTE Trading & 

Investment Club for publication globally.  

All information used in the publication of this report has been compiled from 

publicly available sources that are believed to be reliable, however we do not guarantee 

the accuracy or completeness of this report. Opinions contained in this report represent 

those of the equity research division of ITIC – ISCTE Trading & Investment Club at the 

time of publication. The securities described in Equity Research may not be eligible for 

sale in all jurisdictions or to certain categories of investors.  

 

No part of this material may be (i) copied, photocopied or duplicated in any 

form by any means or (ii) redistributed without the prior written consent of ITIC – 

ISCTE Trading & Investment Club. 
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Our Team 

ISCTE Trading & Investment Club (ITIC) is a non-profit student organization of ISCTE 

Business School, who promotes training and research in Finance and Investment. The 

club intends to train the best professionals in the industry and promote its analysts by 

their commitment to producing useful and truthful information and analysis based on 

excellence. 

 

#FinancialKnowledge 

More content in www.itic-iscte.com 
 

 
 

Disclaimer: All content present in this newsletter has only an informative nature and should not be seen as financial advisory of any sort. 
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