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First Data Corp. provides commerce-enabling technology and solutions. It provides secure and innovative payment
technology and services. The company operates through three business segments: Global Business Solutions, Global
Financial Solutions and Network & Security Solutions. The Global Business Solutions segment provides retail point-of-sale
merchant acquiring and eCommerce services. This segment also provides next generation offerings, such as mobile
payment services, web store-in-a-box solutions and cloud-based clover point-of-sale operating system. The Global Financial
Solutions segment provides credit solutions for bank and non-bank issuers, such as credit and retail private-label card
processing; and licensed financial software systems, such as VisionPLUS bank processing application and lending solutions.
This segment also offers related services, including card personalization and embossing, statement printing, client service
and remittance processing. The Network & Security Solutions segment provides EFT network solutions, such as STAR
Network and debit card processing solutions. It also offers stored value network solutions, including money network,
ValueLink, Gyft, and transaction wireless; and security and fraud solutions, such as TransArmor and TeleCheck. The
company's other services include mobile payments, eCommerce and prepaid solutions, as well as payment processing,
fraud protection and authentication solutions, online banking, check guarantee and verification services and point-of-sale
services to its customers. First Data was founded in 1971 and is headquartered in Atlanta, GA.
Publicly traded companies mentioned herein: First Data Corp (FDC), Global Payments Inc (GPN), KKR & Co LP (KKR), Worldpay Inc (WP)

Highlights
Despite negativity surrounding First Data Corp’s (FDC) growth prospects and leverage profile, the presenter is long at $17, and views the
stock as “too cheap” compared to its global peers. In his opinion, the North America acquiring market is stabilizing, should return to
growth over the next two years, and management will [continue to] use FCF to delever the balance sheet. Once investors start to value
the company based on EPS, as opposed to EBITDA, the “massive” valuation discount will erode. If his model is accurate, FDC can achieve
its leverage target (4x) by 2019 (down from ~6x today), and EPS could reach $1.90-2.00 by 2020. Applying a reasonable, mid-teens
multiple to this estimate results in a $28-30 price objective (over 12-18 months).
Valued at $29B, FDC was one of KKR’s largest deals. The LBO was nearly a failure, but management was able to weather the storm,
post-financial crisis. The presenter explained that FDC had been “starved” while private, and came public at ~9 turns of leverage in
2015. CEO Frank Bisignano has been at FDC since 2013, and is “well-regarded” in the industry and by investors.
Prior to joining FDC, Bisignano was Co-COO for JPMorgan Chase, and CEO of its Mortgage Banking unit. He owns millions
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FDC — LONG
of shares and has been a good recruiter of talent over the years. If the stock can get to $30+, he stands to make $320MM.
In addition to liking Bisignano, a participant noted that CFO Himanshu Patel is, “very bright” and has recruited a good
team under him.
Henry Kravis’ presence on the Board of Directors is evidence of FDC’s importance to KKR.
FDC does not need to grow as quickly as its competition for the long position to yield meaningful positive returns. The industry is
growing quickly enough that FDC, Worldpay, and Global Payments can all grow. Compared to those companies, FDC is extremely
cheap, and as its leverage is reduced, investors should look at the stock on an EPS basis.
While First Data’s JV acquiring business and relationships with big banks haven’t been comping well, the presenter thinks
trends will moderate. At the same time, the SMB business appears to be inflecting.
The JVs used to grow mid-single digits, before FDC experienced some well-publicized issues with the big banks.
The presenter thinks, “The business will not decline at the rate it had, and will be fine”.
SMBs should grow this quarter (flat to low-single digits).
At $17, FDC is trading at just under 12x forward Street earnings estimates, and 10x EBITDA. By comparison, Worldpay is
trading at 21x Street EPS estimates for 2018, and 10x EBITDA; and Vantiv used to trade a few turns higher on EV/EBITDA.
And, Global Payments is trading at 23x the Street EPS estimates, and 15x EBITDA.
The presenter attributes the valuation disconnect on an earnings basis primarily to FDC’s leverage, its portfolio
mix (the layers of software that differentiate the businesses), and a late foray into ISV. While under KKR, the
business remained stable, but it could not grow via acquisitions.
First Data completed the acquisition of CardConnect in in 2017, and while the presenter is “not sure it’s better
than Mercury”, both are good assets. The ISV channel generates “stickier” business, and there is enough runway
for growth that one solution doesn’t have to be better than another.
The group discussed how the Mercury deal changed the composition of Vantiv’s business for the better, and its
growth rate in subsequent years was in the mid-teens. The same can be said of Global Payments’ acquisition of
ATP, which “remarkably changed the whole industry”.

FDC will benefit from tax reform. The group briefly discussed how its tax rate will decline from 35% today, to 28-29% next year, and
it is expected to settle in the low 20%s. Its NOL will be worth less under tax reform, but the lower tax rate more than offsets this.
FDC is expected to hit the interest cap, which is why the tax rate won’t drop to the low 20%s immediately. It is not a “cash
taxpayer” until 2020, so any concern about the tax rate is misguided.
Putting it all together, the presenter sees a high probability of FDC earning $1.90-2.00/ share in 2020, and with the stock trading
~$17-18, it is sub-10x his estimate. If the multiple can expand to just 15x, which is still well-below peers’ present P/E multiples, the
stock would rise by 55%. Assuming a market multiple yields a double. The business is improving with exposure to higher-growth
channels, and as leverage falls toward management’s target (just two years away), investors should become more receptive to the
story.
With a 10% FCF yield, it is reasonable to think that the upside could be even greater than the presenter is modeling.
Even if there is no multiple expansion, the stock could rise by ~20% if his low-end EPS forecast is accurate (based on the
current 12x forward multiple).
When asked about KKR selling stock and the shareholder base, the presenter said KKR sold less than expected, but this is a nearterm overhang. More important, in his opinion, is the leverage situation. Mutual funds don’t, or can’t own FDC at 6x. It’s reasonable
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to think that the path to 4x will be clear, and as mutual fund portfolio managers see things more clearly, some may be willing to
step-in at 5x or just below that level.

For questions regarding DeMatteo Research Events and Services, please contact:
Hans Noering, Co-Director of Research, 212-833-9932, hnoering@dmllc.com
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Important Disclosures
This summary has been prepared by DeMatteo Research LLC (“DeMatteo” or the “Firm”). The Firm sponsors events featuring
institutional investors (“Presenters”). The opinions, estimates, projections, and views contained in this summary are those of, and
exclusively sourced from, the Presenters and may differ from those of the Firm. While the Firm attempts to summarize accurately the
comments of the Presenters, the summary is not endorsed by the Presenters.
This summary is provided for information purposes only and does not constitute an invitation or offer to subscribe to or purchase or
sell any of the products or services mentioned. It is intended for institutional investors only and should not be forwarded to third
parties. Securities, financial instruments or strategies discussed herein may not be suitable for all investors. The opinions and views
expressed in this summary do not take into account individual client circumstances, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments, or strategies to particular clients. DeMatteo is not, by making this
summary available, providing investment, legal, tax, financial, or accounting advice to the recipient of this summary or any other party.
DeMatteo is not acting as an advisor or fiduciary to any client in connection with providing this summary. Past performance is not
indicative of future results. This summary has been prepared based on information, including market prices, data and other
information, obtained from sources believed to be reliable; but DeMatteo does not warrant its completeness or accuracy. The Firm
makes no representation or warranty, express or implied, in respect thereof, and accepts no liability whatsoever for any loss arising
from any use of or reliance on this summary or its contents. Information, estimates, assumptions, and/or opinions expressed herein
are made as of the date of the Guest Speaker’s presentation and are subject to change without notice. DeMatteo assumes no obligation
to maintain or update this summary based on subsequent information and events. Further information on any of the securities
mentioned in this report may be obtained upon request.
Analysts are compensated through a base salary and an annual bonus. The amount of an analyst’s annual bonus is related, among
other factors, to the Firm’s overall revenues and profitability, and is not tied to any level of investment banking or other similar
business in which the Firm engages. Neither the Firm nor any affiliate, in the aggregate, beneficially own 1% or more of any class of
common equity securities issued by any company discussed in the report.
Analysts are compensated through a base salary and an annual bonus. The amount of an analyst’s annual bonus is related, among
other factors, to the Firm’s overall revenues and profitability, and is not tied to any level of investment banking or other similar
business in which the Firm engages. Neither the Firm nor any affiliate, in the aggregate, beneficially own 1% or more of any class of
common equity securities issued by any company discussed in the report.
The Firm, the analyst involved in the preparation of this report, and members of the analyst’s household do not have a financial
interest in securities of any company discussed in the report.
As of the end of the month immediately preceding the issuance of this Research Report (or the end of the second most recent
month if publication date is less than 30 calendar days after the end of the most recent month), no analyst involved in the
preparation of this report has received compensation from any company discussed in this report or knows of any other actual,
report conflict of interest regarding this report.
Neither the Firm nor any affiliate has received compensation for investment banking services from any company discussed in the
report in the last twelve (12) months.
Neither the Firm nor its affiliates expect to receive or intend to seek compensation for investment banking services from any
company discussed in the report in the next three (3) months.
No company discussed in the report is, or during the 12-month period preceding the date of distribution of the report, was, a client
of the Firm.
No director, officer or employee of the Firm is a director of any company in which the Firm provides research coverage.
No analyst involved in the preparation of this report or any member of the analyst’s household serves as an officer, director or
advisory board member of any company discussed in the report.
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The Firm does not act as a market maker in the securities of any company discussed in the report.
Neither the firm nor any of its affiliates managed or co-managed a public offering of the securities for the subject company in the
past 12 months.
No analyst received any compensation from the subject company in the previous 12 months.

REG. AC Certification
The opinions, views and / or analyses of the companies and / or industries contained in this document generally consist of a summary
of a presentation made by one or more securities professionals at an event sponsored by DeMatteo Research LLC (“DeMatteo”) and are
not typically the views or opinions of the individual at DeMatteo responsible for the preparation of this document. Where any views or
opinions expressed in this document are attributed to the individual responsible for the preparation of this document, then such views
or opinions accurately reflect the personal views of the author of this document regarding the subject securities and / or issuers.
No part of the compensation of the individual responsible for the preparation of this report was, is or will be directly or indirectly
related to the specific recommendations or views contained in this document.
Copyright ©2018 DeMatteo Research LLC and/or its affiliates. All rights reserved.
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