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Global Payments Inc.(GPN) Long Term: 6-12 Months = Zacks Recommendation: Neutral
(Since: 12/31/19)

Prior Recommendation: Outperform

$206.37 (As of 02/14/20)
Price Target (6-12 Months): $217.00

Short Term: 1-3 Months | Zacks Rank: (1-5) 3-Hold
Zacks Style Scores: VGM:F
Value: D Growth: D Momentum: F
Summary Price, Consensus & Surprise
Global Payments’ earnings of $1.62 per share beat the EPS Surprise++ Consensus W 2017 M 20165 M2019 .202"..202‘ 220
Zacks Consensus Estimate by 7.3% and grew 21.8% year 0 = Price {$!
over year. Results reflect higher revenues driven by the 200
acquisition of Total System in the second quarter, partly offset : 180
by increase in expenses. Global Payments’ shares have 160
outperformed its industry in a year's time. Its acquisition of ]
Total System Services has given it a vast exposure to fast 140
growing payments market globally with physical and virtual 120
presence in more than 100 countries. The company remains a
leader in providing payment software, e-commerce and omni- 100
channel solutions. Its operating cash flow has been 80
increasing over the years, which provides room for 60
investment. However, the company suffers from a rising debt
level. Its earnings are also expected to face currency volatility, 40
owing to its worldwide presence. 2018 2017 2018 2019 2020
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EPS Estimates
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2021 $2.01E $2.24 E $2.45E $242E $9.10 E
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2020 $1.67E $1.85E $2.03 E $2.01E $7.54E
PEGFL 16 2019 $1.34 A $1.51 A $1.70 A $1.62 A $6.22 A
P/STTM 12.6 *Quarterly figures may not add up to annual.

The data in the charts and tables, including the Zacks Consensus EPS and Sales estimates, is as of 02/14/2020. The reports text is as of
02/17/2020.
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Overview

The company was incorporated in Georgia as Global Payments Inc. in EPS Hist. and Est.
2000 and spun-off from its former parent company in 2001. Including its

9
time as part of its former parent company, it has been in the payment 8
technology services business since 1967. 7
B
Since its spin-off, the company has expanded in existing markets and 5
into new markets internationally by pursuing further acquisitions and joint 4
ventures. In 2016, it merged with Heartland Payment Systems, Inc. 3
(“Heartland”), which significantly expanded its small and medium-sized ]
enterprise distribution, customer base and vertical reach in the United 1
states. 2015 2016 2017 2018 2019 2020 2021 0
The company operates via four reportable segments: North America Sales Hist. and Est.
(accounted for about nearly 73% of the company’s total consolidated 10B
2019 revenues), Europe (18%), Asia Pacific. (9%) and Total System . 9B
8B
The company distributes its integrated payment solutions primarily 78
through the following businesses: gg
* OpenEdge — via this the company offers integrated payment solutions gg
through technology partners across numerous vertical markets, primarily oB
in North America. 1B
0

20156 2016 2017 2018 2019 2020 2021
¢ Ezidebit — Through Ezi Holdings, the company offers integrated

payment technology solutions in the Asia-Pacific region. Ezidebit focuses
on recurring payments verticals and markets its services through a network of integrated software vendors and direct channels to numerous
vertical markets.

* ACTIVE Network — Through ACTIVE Network, the company delivers cloud-based enterprise software, including payment technology solutions,
to event organizers in the communities and health and fithess markets.

« Education Solutions — The company offers integrated payment solutions specifically designed for all levels of educational institutions from
kindergarten to university level.

* AdvancedMD — Through AdvancedMD, the company provides cloud-based enterprise solutions to small-to-medium sized ambulatory physician
practices in the United States.

« Xenial and SICOM — Through Xenial and SICOM, the company offers leading-edge enterprise software solutions, integrated with its payment
services and other adjacent business service applications, to the restaurant and hospitality and retail vertical markets.
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Reasons To Buy:

A Acquisition of Total System: Global Payments has completed the acquisition of Total The company’s
System Services. The deal has given it a significant exposure to fast growing markets globally investments for future
with physical and virtual presence in more than 100 countries. The highly complementary growth, a number of
nature of these leading payments-focused businesses provides significant revenue acquisitions and
enhancement opportunities. The company expects to realize $350 million of expense successfully refinancing its
synergies over the next three year (2020-2023). It also expects at least $125 million of annual credit facilities bodes well
run rate revenue benefits over the same period. for the long term growth.

A Consistent Top-line Growth: Global Payments’ revenues witnessed a CAGR of 10.5%
between 2008 and 2018 and were further up 48% in 2019. Given that the company consistently pursues acquisitions, enters into alliances
and makes joint ventures, these factors are likely to fuel business growth and add to the top line. Moreover, there is ever-increasing demand
for electronic payment transactions, which provide the company with abundant scope for growth. For 2020, the company expects adjusted net
revenues of $7.68 billion to $7.75 billion, indicating growth of 67-69% or 8-9% on a combined basis.

A Strong Guidance: For 2020, the company expects adjusted net revenues of $7.68 billion to $7.75 billion, indicating growth of 67-69% or 8-
9% on a combined basis. Annual adjusted operating margin for the year is expected to expand by up to 250 basis points on a combined basis
and 75 basis points on a reported basis. The company expects adjusted earnings per share growth of 20-23% over 2019 to $7.43 to $7.62.

A Investment in Technology: Ongoing investments in technology have led to the shift of the company’s business mix toward technology
enablement, which is expected to represent 60% of the company’s revenues (up from 30% in 2015) and drive a significant portion of total
growth by the end of 2020, with a balanced portfolio across owned SaaS, partnered software, and ecomm and omni-channel assets. The
acquisitions of APT in 2012, PayPros in 2014 and Heartland in 2016 have expanded the company’s technology platform. Very recently, the
company expanded its open software portfolio with the acquisitions of AdvancedMD and SICOM. The company’s robust technology solutions
will continue to differentiate it in the marketplace and position it for continued growth.

A Increasing Cash Flows: The company’s operating cash flows have been increasing over the years. The same was up 27% year over year
in 2019. A strong financial flexibility will help the company to make investments in business, which will drive long-term growth. The company
has also closed a new unsecured investment-grade credit agreement recently, consisting of a $2 billion term loan and a $3 billion revolving
credit facility, which became effective at the closing to the Total System merger. This new facilities will also reduce the company’s interest
expense, double its revolving credit capacity and extent its loan maturities. This new financial facility will provide the company will enough
financial flexibility.

A Share Price Performance: In a year's time, shares have outperformed its industry. The company’s strong fundamentals should keep the
rally in the stock alive in the coming quarters.



Reasons To Sell:

W Consumer Financial Protection Bureau (CFPB) Rule: Due to exposure of the company’s
Business & Consumer (10% of revenue) segment to the CFPB rule, revenues are expected to
be under pressure till the second quarter of 2020, after which the segment should see a

High debt and exposure to
currency volatility are
some offsetting factors to
the company's growth.

retrieval.

W Weak ROE: Further, Global Payments’ trailing 12-month return on equity (ROE) undermines
its growth potential. ROE of 7.3% reflects decline since 2015 and remains significantly below the ROE of 43% for the industry. This implies

the company’s inefficiency in using shareholders’ funds.



Last Earnings Report

Global Payments Q4 Earnings Beat Estimates, Rise Y/Y

Global Payments came up with fourth-quarter 2019 adjusted earnings of $1.62 per share, beating
the Zacks Consensus Estimate by 7.3% and improving 21.8% year over year.

The quarterly results reflect higher revenues driven by the acquisition of
Total System in the second quarter, partly offset by increase in expenses.
Behind the Headlines

The company’s adjusted revenues of $1.8 billion were up 120% year over year.

Quarter Ending

Report Date

Sales Surprise
EPS Surprise
Quarterly EPS
Annual EPS (TTM)

12/2019

Feb 12, 2020
-16.52%
1.89%

1.62

6.17

Total operating expenses of $1.79 billion increased 151% year over year, led by higher cost of services as well as selling, general and

administration expenses.

Growth Across Segments

Merchant Solutions: Adjusted revenues of $1.16 billion increased 42.7% year over year. Operating income of $522.5 million was up 46.9% year

over year.

Issuer Solutions: Adjusted net revenues plus network fees of $459 million grew from $5.3 million in the year-ago quarter. Operating income was

$184.7 million compared with $3.4 million in the year-ago quarter.

Business and Consumer Solution: This segment was formed after the acquisition of Total System. It reported adjusted net revenues plus network

fees of $199.5 million. Operating income was $42.8 million.

Balance Sheet Position

Total cash and cash equivalents as of Dec 31, 2019 were $1.68 billion, up 38.8% year over year.
Long-term debt as of Dec 31, 2019 was $9.1 billion, up 82% from year-end 2018 level.

Net cash provided by operating activities for 2019 was $1.39 billion, up 25.2% year over year.

Dividend Announcement

The company approved a dividend of 19.5 cents per share payable Mar 27, 2020 to shareholders of record as of Mar 13, 2020.

2020 Outlook

For 2020, the company expects adjusted net revenues of $7.68 billion to $7.75 billion, indicating growth of 67-69% or 8-9% on a combined basis.
Annual adjusted operating margin for the year is expected to expand by up to 250 basis points on a combined basis and 75 basis points on a
reported basis. The company expects adjusted earnings per share growth of 20-23% over 2019 to $7.43 to $7.62.



Recent News

Global Payments Partners With Desjardins Group - Oct 31, 2019

The company has announced an agreement with Desjardins Group to acquire its existing merchant acquiring business and portfolio of
approximately 40,000 merchants. As part of the transaction, Global Payments will enter into an exclusive 10-year marketing alliance agreement
under which Desjardins will refer members to Global Payments for payment technology and acquiring solutions.

Global Payments Expands its Mobile Integration Payments Solution to Samsung - Oct 8, 2019

Global Payments has announced that the technology behind its Netspend general purpose reloadable Mastercard has been integrated into
Samsung'’s digital wallet, Samsung Pay, and will drive its Samsung Pay Cash1 service.

Samsung smartphone users with Samsung Pay eligible devices2 will be able to access an auto-provisioned prepaid card called Samsung Pay
Cash. This Netspend mobile-integrated digital Mastercard allows smartphone users to establish a digital prepaid card within their mobile wallet to
hold funds for a variety of use cases, including spending and budgeting. The prepaid card also uses Mastercard token services that enable users
to store and use the card without ever exposing card details to ensure safety for digital payments.

Global Payments Establishes New Credit Agreement - Jul 15, 2019

Global Payments has successfully closed a new senior unsecured $2 billion term loan and an unsecured $3 billion revolving credit facility on Jul
9, 2019 in connection with its previously announced merger with Total System Services, Inc. The facilities will be available for borrowing on the
date the merger becomes effective and are expected to replace Global Payments’ existing secured credit facilities and Total System unsecured
revolving credit facility.

Valuation

Global Payments shares are up 67.4% over the trailing 12-month period. Over the past year, the Zacks sub-industry and the Zacks Business
sector are up 43.3% and 24.4%, respectively. The S&P 500 index is up 20.9% in the past year.

The stock is currently trading at forward 12-month price to earnings of 27.72X, which compares to 29.55X for the Zacks sub-industry, 26.66X for
the Zacks sector and 19.36X for the S&P 500 index.

Over the past five years, the stock has traded as high as 31.86X and as low as 16.62X, with a 5-year median of 22.11X. Our Neutral
recommendation indicates that the stock will perform in-line with the market. Our $217 price target reflects 29.11X forward 12-month earnings.

The table below shows summary valuation data for GPN

Valuation Multiples - GPN

Stock Sub-Industry Sector S&P 500

Current 72 29 55 2666 1936
P/E F12M 5-Year High 3186 29 55 2666 1936
5-Year Low 16.62 20.78 18.77 15.18
5-Year Median 2211 23 2057 17.47
Current o 11.24 426 3.58
P/S F12M 5-Year High 11.02 11.65 513 3.58
5-Year Low 208 7.19 3.09 2.54
5-Year Median 4.01 8.69 3.63 3
Current 221 8.7 523 4.36
P/B TTM 5-Year High 10.29 12.79 672 4.42
5-Year Low 167 534 413 285
5-Year Median 475 8.07 5.27 362

As of 02/14/2020



Industry Analysis zacks Industry Rank: Top 30% (77 out of 255)

B Industry Price

Top Peers

= |ndustry = Price 20 American Express Company (AXP) Neutral
800
200 Bank of America Corporation (BAC) Neutral
180
700 Diebold Nixdorf, Incorporated (DBD) Neutral
160
Fiserv, Inc. (FISV) Neutral
800 140
120 FleetCor Technologies, Inc. (FLT) Neutral
500 100 Mastercard Incorporated (MA) Neutral
80 U.S. Bancorp (USB) Neutral
400
B0 Discover Financial Services (DFS) Underperform
300 40
2016 2017 2018 2019 2020
Industry Comparison Industry: Financial Transaction Services Industry Peers
GPN Neutral X Industry S&P 500 BAC Neutral MA Neutral USB Neutral
VGM Score - - E E
Market Cap 62.02 B 251B 24.61B 313.48 B 343.97 B 86.07 B
# of Analysts 15 6 13 10 17 12
Dividend Yield 0.38% 0.00% 1.78% 2.07% 0.47% 3.05%
Value Score @ - - @ @
Cash/Price 0.04 0.07 0.04 2.16 0.03 0.26
EV/EBITDA 51.79 19.41 14.06 -1.79 29.63 10.43
PEG Ratio 1.61 1.73 2.09 1.27 2.35 211
Price/Book (P/B) 2.21 5.33 3.29 1.30 58.13 1.85
Price/Cash Flow (P/CF) 29.36 18.74 13.65 10.68 35.83 11.68
P/E (F1) 27.37 23.45 19.21 11.41 37.88 12.63
Price/Sales (P/S) 12.63 5.23 2.70 2.76 20.37 3.15
Earnings Yield 3.65% 4.16% 5.19% 8.75% 2.64% 7.91%
Debt/Equity 0.32 0.34 0.71 1.00 1.44 0.86
Cash Flow ($/share) 7.03 2.73 6.92 3.26 9.52 4.72
Growth Score @ - - E] @ E]
Hist. EPS Growth (3-5 yrs) 21.58% 17.05% 10.85% 26.87% 21.99% 8.14%
Proj. EPS Growth (F1/F0) 21.27% 16.50% 7.17% 11.02% 15.84% 0.52%
Curr. Cash Flow Growth 50.80% 10.67% 8.56% 25.85% 13.13% -1.79%
Hist. Cash Flow Growth (3-5 yrs) 24.12% 10.92% 8.36% 14.04% 15.42% 3.07%
Current Ratio 1.22 1.15 1.23 0.91 1.42 0.83
Debt/Capital 24.47% 36.09% 42.91% 47.63% 59.24% 43.35%
Net Margin 8.77% 8.29% 11.81% 24.15% 48.08% 25.30%
Return on Equity 7.25% 19.60% 16.86% 11.95% 150.46% 15.23%
Sales/Assets 0.17 0.46 0.54 0.05 0.65 0.06
Proj. Sales Growth (F1/F0) 74.92% 10.36% 3.85% 0.82% 15.06% 1.12%
Momentum Score - - @ @ @
Daily Price Chg 1.80% 0.61% 0.06% -0.17% 1.52% -0.13%
1 Week Price Chg 2.73% 2.57% 2.47% 5.42% 3.50% 2.63%
4 Week Price Chg 5.32% 1.45% 0.59% 0.37% 6.45% -0.14%
12 Week Price Chg 15.68% 8.49% 6.98% 6.12% 19.86% -7.36%
52 Week Price Chg 69.78% 36.92% 16.62% 22.75% 55.11% 9.22%
20 Day Average Volume 1,500,890 426,343 2,020,569 41,015,636 3,726,387 5,753,606
(F1) EPS Est 1 week change -0.13% 0.00% 0.00% 0.00% 0.00% 0.00%
(F1) EPS Est 4 week change -0.09% 0.00% -0.05% 0.93% -0.54% -1.28%
(F1) EPS Est 12 week change 0.04% 0.00% -0.17% 2.26% -0.53% -1.58%
(Q1) EPS Est Mthly Chg -0.47% 0.00% -0.24% 1.67% -3.53% -0.68%



Zacks Style Scores

The Zacks Style Score is as a complementary indicator to the Zacks rating system, giving investors a way

) : . o Val
to focus on the highest rated stocks that best fit their own stock picking preferences. P

) . . Growth Score
Academic research has proven that stocks with the best Value, Growth and Momentum characteristics

outperform the market. The Zacks Style Scores rate stocks on each of these individual styles and assigns Momentum Score
a rating of A, B, C, D and F. We also produce the VGM Score (V for Value, G for Growth and M for
Momentum), which combines the weighted average of the individual Style Scores into one score. This is VGM Score

-~ BEINCINE]

perfectly suited for those who want their stocks to have the best scores across the board.

As an investor, you want to buy stocks with the highest probability of success. That means buying stocks with a Zacks Recommendation of
Outperform, which also has a Style Score of an A or a B.

Disclosures

This report contains independent commentary to be used for informational purposes only. The analysts contributing to this report do
not hold any shares of this stock. The analysts contributing to this report do not serve on the board of the company that issued this
stock.The EPS and revenue forecasts are the Zacks Consensus estimates, unless indicated otherwise on the reports first page.
Additionally, the analysts contributing to this report certify that the views expressed herein accurately reflect the analysts personal views as to the
subject securities and issuers. ZIR certifies that no part of the analysts compensation was, is, or will be, directly or indirectly, related to the
specific recommendation or views expressed by the analyst in the report.

Additional information on the securities mentioned in this report is available upon request. This report is based on data obtained from sources we
believe to be reliable, but is not guaranteed as to accuracy and does not purport to be complete. Any opinions expressed herein are subject to
change.

ZIR is not an investment advisor and the report should not be construed as advice designed to meet the particular investment needs of any
investor. Prior to making any investment decision, you are advised to consult with your broker, investment advisor, or other appropriate tax or
financial professional to determine the suitability of any investment.This report and others like it are published regularly and not in response to
episodic market activity or events affecting the securities industry.

This report is not to be construed as an offer or the solicitation of an offer to buy or sell the securities herein mentioned. ZIR or its officers,
employees or customers may have a position long or short in the securities mentioned and buy or sell the securities from time to time.ZIR is not a
broker-dealer.ZIR may enter into arms-length agreements with broker-dealers to provide this research to their clients.Zacks and its staff are not
involved in investment banking activities for the stock issuer covered in this report.

ZIR uses the following rating system for the securities it covers. Outperform- ZIR expects that the subject company will outperform the broader
U.S. equities markets over the next six to twelve months. Neutral- ZIR expects that the company will perform in line with the broader U.S.
equities markets over the next six to twelve months. Underperform- ZIR expects the company will underperform the broader U.S. equities
markets over the next six to twelve months.

No part of this report can be reprinted, republished or transmitted electronically without the prior written authorization of ZIR.



