Walt Disney co. (DIS)		[image: ]	
Sector: Consumer Discretionary (Industry: Movies / Entertainment)
[bookmark: _GoBack]Recommendation:  BUY
Total Annual Return Est.:
3 year FV 
10.3%
5 year FV
6.9%
Financial Snapshot:
Price
$52.28
DCF Value
$67
Buy Target
$56.97
Sell Target
$77.08
TTM P/E
17.3x
Forward P/E
18.1x
Div Yield
1.6%
Market Cap
$95 Billion
52 Wk Range
$28.19 - $53.40
EPS Growth
10.7%
PEG
1.62
Credit
BBB+
Current Ratio
4.83x




Overview:  Disney benefits from its strength in diversified business operations, strong brand identify strong marketing activity and global market presentence. Disney, ESPN, ABC, Pixar, and Marvel are an amazing collection of brands that grow stronger every day as new platforms and new markets provide enormous new opportunities for high quality content and experiences. Disney owns a collection of valuable assets, but its media networks, which generate more than half of the company's operating profit, are the backbone of this conglomerate. As a content-oriented company, DIS's top strategic priorities include creativity and innovation, international expansion, and leveraging new technology applications. We believe Disney is well positioned to meet the challenges of the fast-changing media and entertainment. The company could expect a boost in its revenue from the positive trends in advertising markets in the US and Europe. The company’s new expansion plans could ensure its progress for the near future catering to the needs of its customers.

Revenue is expected to grow between 3% and 5% annually over the next five years with margins expanding slightly due to more and more projects progressing toward or reaching steady-state operations. 

DIS, trading at $52.28, results in a P/E ratio of approximately 18.1x based on current-year EPS estimates of approximately $2.9. The provided discounted cash flow valuation that assumes a 4.2% five year compounded annual growth rate and a WACC of 7.82%, resulting in an intrinsic value of $67. When performing a sensitivity analysis on the WACC between 7%-8.5% we receive a fair value range of $81.48-$58.29. 

The primary risk to the performance of Disney is global economic growth, should major markets in which Disney operates see a major and prolonged economic downturn revenue growth will be significantly less than expected. Our group remains cautiously optimistic regarding the global economy and do not foresee significant negative impacts to Disney, but it will be closely monitored with respect to Disney.


2012 Q3 Results:  Disney reported $1.8 billion in net income and earnings of $1.01 a share for the quarter ended in June, up 31% versus a year prior and ahead of the 93-cent consensus estimate from analysts surveyed by Thomson Reuters. The company missed slightly on sales, however, reporting $11.1 billion in revenue against a consensus estimate of $11.3 billion.  

[image: ]
Investment Thesis:  Solid box office performance of "The Avengers" should significantly lift the studio and consumer products business division into FY 13. With affiliate renewals covering ~75% of subscribers due by the end of CY2014, we believe that given the strength of its cable networks and recent deals that have set the market, Disney’s affiliate revenue growth can modestly accelerate over the next few years to ~8%. At Parks, key investment projects, which operated at breakeven in FY11 and FY12, should begin to generate incremental profit in FY13. In turn, this should drive margin expansion back toward pre-recession levels and boost earnings growth. 


Pros:
· New projects in the Parks segment are likely to generate 10~15% IRR.
· The US online retailing is predicted to reach USD 201.4 billion by 2013. DIS through its Interactive Media segment derives revenue from e- commerce activity.
· DIS has invested $350 million to develop its own in-house video game development capabilities, which will strengthen the company’s digital gaming portfolio.
· DIS purchased comic book company Marvel, which gives DIS the rights to 5000 Marvel characters and their associated royalty and licensing revenues from games, movies, clothing, toys, and theme park ride.
· DIS is growing significantly faster than its global peers
· $3B in share repurchases for F2012E
· Parks and Resorts continue to perform well through September. Attendance, occupancy, and spending on a per room basis continue to trend higher. Attendance is strong at California Adventure, with people spending more time at the park (67 hours v. 45hours previously). Furthermore, the cruise ships have had a ''spectacular'' response, with the CFO reiterating 94% occupancy.


Industry Trends:  While traditional formats (DVDs, CDs) and channels have likely reached saturation, we see continued evolution of newer distribution windows that creating both opportunities and challenges for entertainment content providers.  Changing consumer habits should spur a convergence of content, technology and services. With the likes of Hulu, Netflix and Vevo/YouTube becoming popular streaming destinations, and new business models for web-TV authentication under experimentation, we believe online video could provide a compelling longer-term opportunity for content providers, which are increasingly embracing social media (e.g., Facebook, YouTube and Twitter) as important outlets.


Business Summary:  The Walt Disney Company, together with its subsidiaries, is a diversified international family entertainment and media enterprise company. The Company operates in five segments: Media Networks, Parks and Resorts, Studio Entertainment, Consumer Products and Interactive Media. The company through its Media Networks encompasses an array of broadcast, cable, radio, and publishing businesses. It produces and acquires live-action and animated motion pictures, musical recordings and live stage plays. It also carries out operations in licensing the Disney brand for a variety of merchandise. 75% of total revenues come from North America.

In recent years, the company embarked on its latest round of capital spending related to its theme parks and resorts businesses, including: a new mixed-use resort in Hawaii (opened summer 2011); significant expansion of Disney World's Fantasyland (2011); three new themed areas -- including Toy Story Land – at Hong Kong Disneyland (2011); two new cruise ships named Disney Dream and Disney Fantasy (2011); and a new Cars Land at Disneyland's California Adventure (June 2012); Also, construction recently began at the company's first theme park in mainland China (Shanghai), for opening by 2016.
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Management Review:  Bob Iger has served as CEO since October 2005 and he recently announced that he plans to remain at the helm through 2016.Tom Staggs, former CFO and now head of the parks business, and Jay Rasulo, current CFO and former head of the parks business, are currently viewed as top candidates to replace Iger. However, we believe succession plans could change multiple times before 2016 arrives. Iger has shown a willingness to embrace new technology while reinforcing Disney's commitment to high-quality content. For example, he knew the importance of animation to its studio entertainment business, so he quickly patched up the relationship with the late Steve Jobs, then the CEO of Pixar, and acquired the computer animation firm in 2006. The board consists of 13 directors, 10 of whom are considered independent. We think the board benefits from having members with various backgrounds and areas of expertise. For instance, Sheryl Sandberg, COO of Facebook, can offer an important technology perspective to Disney.

Financial Trend Analysis:  Financial trends over the trailing five years have largely been positive.  Specific trend figures are illustrated in the appendix of this report.  Revenue has grown at a 3.5% CAGR over the last five years, except in FY2009. Parks margins could hit prerecession levels over time. DIS has nearly completed all major capital projects, but there are still preopening expenses that can modestly weigh on margins in the near term, such as hiring, training, and marketing to ensure a strong start for the unveiling. Thus, margins could expand slightly as more and more projects progress toward or reach steady-state operations. Returns on equity and total capital are following similar trends.  

Financial Health:  Disney's financial health is solid. Debt is a low percentage of total capitalization. The company's debt/capital ratio hovers around 25%, which we think is reasonable. We expect EBITDA to cover interest expense more than 30 times on average during the next five years. 

Competitive Analysis: DIS competes with several large players such as Time Warner Inc., CBS Corporation, Viacom Inc., and News Corporation in different areas. (Please see the diagram in the next page)  Compared to its peers, DIS is more diversified. The company’s wide geographic presence increases its customer base providing an opportunity to generate high revenues. 
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Risk Factors:
· Relatively high vulnerability of the company's core businesses to a slowdown in consumer discretionary spending, as well as its relatively high exposure to capital-intensive theme parks businesses.
· Several regulations by governmental authorities in the US and worldwide influence the company’s business operations and may impede its expansion activities.
· Fluctuating Macro Environment may have material impact on the company’s business and earnings.  It may also have impact of economic and market conditions on third parties, such as suppliers, film co-financing partners, retailers, insurers, lenders, and other sources of financing.




DCF Valuation Model:
[image: ]

Target Prices: 				Sensitivity Analysis:
  [image: ][image: ]     
Comparative Valuation Analysis:					WACC Calculation:
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Total Return Calculation:				Valuation Assumptions:
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Income Statement Projection:  
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Historical Financial Data:
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Source:  DIS 10-K, Morningstar, S&P Net Advantage, S&P Capital IQ Equity Research, ValueLine, Thomson One Banker, Yahoo Finance, Google finance
Notes:

 Albert (Tzu-Wen) Lin1
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Valuation Dashboard:  DISNEY (DIS) Valuation as of Sep 28,2012 -3%

Year 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

-4 -3 -2 -1 0 1 2 3 4 5

Discounted Cash Flow 

Operating Profit  6,781.0     7,404.0   5,697.0       6,726.0      7,781.0    9,109.6    10,549.8    11,077.3   11,409.6      11,751.9    

Taxes  2,874.0     2,673.0   2,049.0       2,314.0      2,785.0    3,188.4    3,692.4       3,877.0      3,993.4         4,113.2       

NOPAT 3,907.0     4,731.0   3,648.0       4,412.0      4,996.0    5,921.2    6,857.4       7,200.2      7,416.2         7,638.7       

Depreciation  1,491.0     1,582.0   1,631.0       1,713.0      1,841.0    1,624.8    1,172.2       1,230.8      1,267.7         1,305.8       

Capex  1,566.0     1,586.0   1,753.0       2,110.0      3,559.0    2,499.7    1,803.4       1,893.6      1,950.4         2,008.9       

Change In NWC (77.0)           152.0       2,880.0       (1,730.0)     444.0         (2,957.1)   (64.4)             (67.6)            (42.6)               (43.9)             

FCF 4,575.0   646.0            5,745.0      2,834.0    8,003.5    6,290.6       6,605.1      6,776.2         6,979.5       

Terminal Growth Rate  3.0%

Terminal Value  149,162      

PV of Cash Flows 7,423         5,411            5,270           5,014             4,790            

PV of Terminal Value  102,370      

PV Enterpise Value  130,278      

Plus: Cash  3,185            

Less: LTD 11,210         

Equity Value  122,253      

Current Shares Outstanding  1,824            

Equity Value Per Share 67.0
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Buy / Sell Recommendation 

Current (Discount)/Prem from Fair Value -22%

Buy Price = FV less 15% 56.97 $        

Sell Price = FV + 15% 77.08 $        
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67.0 2% 2.50% 3% 3.50% 4%

7% 66.89 73.37 81.48 91.91 105.81

7.50% 60.46 65.67 72.04 79.99 90.23

7.82% 56.93 61.50 67.02 73.83 82.41

8% 55.10 59.36 64.48 70.73 78.54

8.50% 50.57 54.11 58.29 63.31 69.45

W

A

C

C

terminal growth rate


image8.emf
Ticker DIS-US VIAB-O TWX-N CBS-N NWSA-O Average

Dividend Yield

1.14% 1.10% 2.27% 1.27% 0.68% 1.33%

EV

105,751 35,044 59,668 27,685 64,691 46,772

P/E TTM

17.3 15.5 17.5 15.9 51.8 25.2

PEG FY1

0.96 1.29 1.44 0.58 0.96 1.07

P/CF TTM

11.91 4.10 3.84 8.91 12.77 7.41

P/B

2.19 3.25 1.24 2.08 2.15 2.18

EV/EBITDA

9.64 8.80 9.27 8.36 17.51 10.98

EV/EBIT

11.87 9.38 10.76 9.96 25.71 13.95

Total Debt/ EV 

0.14 0.23 0.33 0.25 0.24 0.26

Total Debt/ 

EBITDA FY1 

1.36 1.96 2.88 1.90 2.09 2.21

Net Debt/ 

EBITDA FY1 

0.95 1.77 2.51 1.37 0.79 1.61

Net Margin 

TTM 

13.18% 13.08% 8.92% 10.30% 3.50% 8.95%

EPS TTM

3.02 3.45 2.55 2.24 0.47 2.18

ROA TTM

7.93% 9.85% 5.28% 6.71% 3.17% 6.25%

ROE TTM

14.00% 22.92% 8.45% 14.93% 4.35% 12.66%
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WACC Calculation

Marginal tax rate 35%

Risk free rate 1.63%

Market risk premium 5.90%

Beta 1.17            

Cost of equity 8.53%

Cost of debt pre-tax 4.69%

After tax cost of debt  3.05%

Share price  $52.28

Market capitalization 95,359      

Total debt 14,265      

Total capital 109,624   

% equity capital 87.0%

% debt capital 13.0%

Weighted average cost of capital 7.82%

Cost of Debt: Financial Statements

Int Exp/LTD 4.7%
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 Total Return Calculation

Current Price $52.28

Fair Value 67.02 $    

Div 1 1.10 $       

Div 2 0.86 $       

Div 3 0.91 $       

Div 4 1.11 $       

Div 5 1.15 $       

Ttl Ann Ret 3 yr to FV 10.3%

Ttl Ann Ret 5 yr to FV 6.9%
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Key assumption

Current price 52.28

Eastimated 2012 EPS 2.9

Eastimated 2013 EPS 3.6

Revenue CAGR 4.20%

WACC 7.82%

Tax rate 35%

Terminal growth rate 3%
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Eastimated

Year  2012 2013 2014 2015 2016

1 2 3 4 5

Sales 42,937.7 45,084.5 47,338.848,758.950,221.7

COGS and expense 32,203.2 33,362.6 35,030.736,081.637,164.1

EBITDA  10,734.4 11,722.0 12,308.112,677.313,057.6

Depreciation 1,624.8 1,172.2 1,230.8 1,267.7 1,305.8

Operating profit (EBIT) 9,109.6 10,549.8 11,077.311,409.611,751.9

Operating Margin 21% 23% 23% 23% 23%

Taxes 3,188.4 3,692.4 3,877.0 3,993.4 4,113.2

Interest Expense  653.2 205.2 205.2 205.2 205.2

Net income 5,268.0 6,652.2 6,995.0 7,211.0 7,433.5

Net Margin  12% 15% 15% 15% 15%

Shareholder information

Average no. of shares outstanding 1,824.0 1,824.0 1,824.0 1,824.0 1,824.0

Earnings per share 2.9 3.6 3.8 4.0 4.1

Dividends per share 1.1 0.9 0.9 1.1 1.1

projection
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10/01/2011

USD

10/02/2010

USD

10/03/2009

USD

09/27/2008

USD

09/29/2007

USD

40,893.0 38,063.0 36,149.0 37,843.0 35,510.0

33,112.0 31,337.0 30,452.0 30,439.0 28,729.0

31,271.0 29,624.0 28,821.0 28,857.0 27,238.0

- - - - -

1,841.0 1,713.0 1,631.0 1,582.0 1,491.0

1,659.0 1,602.0 1,580.0 1,527.0 1,459.0

182.0 111.0 51.0 55.0 32.0

- - - - -

0.0 0.0 0.0 0.0 0.0

7,781.0 6,726.0 5,697.0 7,404.0 6,781.0

0.0 22.0 228.0 18.0 0.0

55.0 270.0 492.0 0.0 -

92.0 47.0 122.0 188.0 153.0

526.0 538.0 645.0 774.0 783.0

0.0 0.0 0.0 0.0 0.0

0.0 0.0 - 0.0 0.0

75.0 118.0 114.0 (77.0) 1,052.0

91.0 82.0 57.0 62.0 37.0

7,458.0 6,187.0 5,081.0 6,821.0 7,240.0

2,785.0 2,314.0 2,049.0 2,673.0 2,874.0

2,123.0 1,766.0 1,473.0 2,438.0 2,671.0

521.0 432.0 312.0 362.0 330.0

142.0 116.0 264.0 (127.0) (127.0)

(1.0) 0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0 0.0

451.0 350.0 302.0 302.0 177.0

585.0 440.0 577.0 581.0 485.0

0.0 0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0 13.0

4,807.0 3,963.0 3,307.0 4,427.0 4,687.0

0.0 0.0 0.0 0.0 0.0

4,807.0 3,963.0 3,307.0 4,427.0 4,687.0

0.0 0.0 0.0 0.0 0.0

4,807.0 3,963.0 3,307.0 4,427.0 4,695.0

2.5 2.0 1.8 2.3 2.3

2.5 2.0 1.8 2.3 2.2

0.4 0.4 0.4 0.4 0.3

1,909,000,000.0 1,948,000,000.0 1,875,000,000.0 1,948,000,000.0 2,092,000,000.0 Common Shares Used to Calc Diluted EPS

Net Income Before Preferred Dividends

Preferred Dividend Require

Net Income to Common Shareholders

EPS Incl Extraordinary Items

EPS - Continuing Operations

Dividend Per Share

Minority Interest

Equity In Earnings

After Tax Other Income/Expense

Discontinued Operations

Net Income Before Extra Items/Preferred Div

Extr Items & Gain(Loss) Sale of Assets

Income Taxes

    Current Domestic Income Tax

    Current Foreign Income Tax

    Deferred Domestic Income Tax

    Deferred Foreign Income Tax

    Income Tax Credits

Interest Expense On Debt

Pretax Equity In Earnings

Reserves- Increase(Decrease)

Other Income/Expense - Net

Interest Capitalized

Pretax Income

    Amortization of Deferred Charges

Other Operating Expenses

Operating Income

Extraordinary Credit - Pretax

Extraordinary Charge - Pretax

Non-Operating Interest Income

Operating Expenses - Total

Cost of Goods Sold

Selling, General & Admin Expenses

Depreciation, Depletion & Amortization

    Depreciation

    Amortization of Intangibles

Annual Income Statement

Income Statement

Net Sales or Revenues
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10/01/2011

USD

10/02/2010

USD

10/03/2009

USD

09/27/2008

USD

09/29/2007

USD

4,807.0 3,963.0 3,307.0 4,427.0 4,687.0

1,841.0 1,713.0 1,631.0 1,582.0 1,491.0

1,659.0 1,602.0 1,580.0 1,527.0 1,459.0

182.0 111.0 51.0 55.0 32.0

127.0 133.0 323.0 (128.0) (260.0)

127.0 133.0 323.0 (128.0) (260.0)

0.0 0.0 0.0 0.0 0.0

1,358.0 1,035.0 514.0 114.0 (461.0)

8,133.0 6,844.0 5,775.0 5,995.0 5,457.0

0.0 0.0 0.0 0.0 0.0

(1,139.0) (266.0) (456.0) (549.0) (36.0)

(518.0) (686.0) 468.0 (594.0) (355.0)

(199.0) (127.0) (117.0) (329.0) 52.0

(367.0) 649.0 (250.0) 488.0 77.0

134.0 (144.0) 8.0 (50.0) 181.0

- - - - -

(189.0) 42.0 (565.0) (64.0) 9.0

6,994.0 6,578.0 5,319.0 5,446.0 5,421.0

(3,559.0) (2,110.0) (1,753.0) (1,586.0) (1,566.0)

0.0 0.0 0.0 0.0 0.0

(184.0) (2,493.0) (176.0) (660.0) (588.0)

0.0 0.0 0.0 0.0 0.0

0.0 0.0 0.0 84.0 1,535.0

564.0 170.0 185.0 - 1.0

107.0 90.0 11.0 0.0 3.0

(107.0) (90.0) (11.0) 0.0 (3.0)

0.0 0.0 0.0 0.0 0.0

(3,286.0) (4,523.0) (1,755.0) (2,162.0) (621.0)

1,128.0 1,133.0 119.0 636.0 1,245.0

1,128.0 1,133.0 119.0 636.0 1,245.0

0.0 0.0 0.0 0.0 0.0

(4,993.0) (2,669.0) (138.0) (4,453.0) (6,923.0)

2,743.0 1,190.0 1,750.0 1,706.0 4,990.0

(1,096.0) (1,371.0) (3,602.0) (1,178.0) (2,294.0)

0.0 0.0 0.0 0.0 0.0

(756.0) (653.0) (648.0) (664.0) (637.0)

756.0 653.0 648.0 664.0 637.0

0.0 0.0 0.0 0.0 0.0

(259.0) (293.0) (592.0) 0.0 78.0

0.0 0.0 0.0 0.0 78.0

(259.0) (293.0) (592.0) 0.0 0.0

(3,233.0) (2,663.0) (3,111.0) (3,953.0) (3,541.0)

(12.0) (87.0) (37.0) - -

463.0 (695.0) 416.0 (669.0) 1,259.0

Net Cash Flow - Financing

Effect of Exchange Rate On Cash

Inc(Dec) In Cash & Short Term Investments

Cash Dividends Paid - Total

    Common Dividends (Cash)

    Preferred Dividends (Cash)

Other Source (Use) - Financing

    Other Sources - Financing

    Other Uses - Financing

    Proceeds From Stock Options

    Other Proceeds From Sale/Issuance of Stock

Com/Pfd Purchased

Long Term Borrowings

Reduction In Long Term Debt

Inc(Dec) In Short Term Borrowings

Other Use/(Source) - Investing

    Other Uses - Investing

    Other Sources - Investing

Net Cash Flow - Investing

Financing

Net Proceeds From Sale/Issue of Com & Pref

Capital Expenditures (Addition to Fixed Assets)

Additions To Other Assets

Net Assets From Acquisitions

Increase In Investments

Decrease In Investments

Disposal of Fixed Assets

    Inc(Dec) In Accounts Payable

    Inc(Dec) In Income Taxes Payable

    Inc(Dec) In Other Accruals

    Dec(Inc) In Other Assets/Liabilities

Net Cash Flow - Operating Activities

Investing

Other Cash Flow

Funds From Operations

Extraordinary Items

Funds From/For Other Operating Activities

    Dec(Inc) In Receivables

    Dec(Inc) In Inventories

Depreciation, Depletion & Amortization

    Depreciation & Depletion

    Amortization of Intangible Assets

Deferred Income Taxes & Investment Tax Credit

    Deferred Income Taxes

    Investment Tax Credits

Annual Cash Flow Statement

Operations

Net Income / Starting Line
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10/01/2011

USD

10/02/2010

USD

10/03/2009

USD

09/27/2008

USD

09/29/2007

USD

3,185.0 2,722.0 3,417.0 3,001.0 3,670.0

6,182.0 5,784.0 4,854.0 5,373.0 5,032.0

1,595.0 1,442.0 1,271.0 1,124.0 641.0

449.0 446.0 464.0 478.0 446.0

2,346.0 1,831.0 1,883.0 1,690.0 1,525.0

13,757.0 12,225.0 11,889.0 11,666.0 11,314.0

1,683.0 1,275.0 1,225.0 801.0 571.0

2,052.0 2,123.0 2,173.0 1,327.0 706.0

802.0 769.0 381.0 236.0 289.0

19,695.0 17,806.0 17,597.0 17,532.0 17,433.0

39,267.0 36,179.0 34,992.0 33,842.0 32,578.0

4,854.0 4,782.0 4,792.0 4,937.0 4,802.0

17,662.0 15,998.0 15,929.0 15,444.0 14,857.0

2,625.0 2,180.0 1,350.0 1,169.0 1,147.0

13,476.0 12,575.0 12,228.0 11,739.0 11,272.0

650.0 644.0 693.0 553.0 500.0

19,572.0 18,373.0 17,395.0 16,310.0 15,145.0

34,135.0 35,008.0 29,852.0 30,935.0 30,615.0

177.0 127.0 144.0 215.0 395.0

335.0 927.0 653.0 747.0 518.0

33,623.0 33,954.0 29,055.0 29,973.0 29,702.0

72,124.0 69,206.0 63,117.0 62,497.0 60,928.0

4,546.0 4,413.0 4,002.0 4,355.0 3,996.0

3,055.0 2,350.0 1,206.0 3,529.0 3,280.0

1,468.0 - 1,259.0 1,376.0 1,290.0

3,019.0 4,237.0 2,467.0 2,331.0 2,825.0

12,088.0 11,000.0 8,934.0 11,591.0 11,391.0

11,210.0 10,354.0 11,721.0 11,351.0 12,166.0

10,922.0 10,130.0 11,495.0 11,110.0 11,892.0

10,922.0 10,130.0 11,495.0 11,110.0 10,569.0

0.0 0.0 - - 1,323.0

288.0 224.0 226.0 241.0 274.0

4,223.0 3,378.0 3,069.0 1,157.0 966.0

233.0 244.0 250.0 320.0 369.0

2,866.0 2,630.0 1,819.0 2,350.0 2,573.0

2,866.0 2,630.0 1,819.0 2,350.0 2,573.0

2,051.0 2,258.0 1,899.0 2,061.0 1,415.0

32,671.0 29,864.0 27,692.0 28,830.0 28,880.0

0.0 0.0 - - -

2,068.0 1,823.0 1,691.0 1,344.0 1,295.0

0.0 0.0 0.0 0.0 0.0

37,385.0 37,519.0 33,734.0 32,323.0 30,753.0

30,296.0 28,736.0 27,038.0 26,546.0 24,207.0

(2,625.0) (1,866.0) (1,767.0) (296.0) (279.0)

- - - - -

38,375.0 34,327.0 31,033.0 28,413.0 24,805.0

43.0 80.0 105.0 137.0 164.0

(48.0) (95.0) 18.0 78.0 (42.0)

28,656.0 23,663.0 22,693.0 22,555.0 18,102.0

37,385.0 37,519.0 33,734.0 32,323.0 30,753.0

72,124.0 69,206.0 63,117.0 62,497.0 60,928.0

    Unrealized Foreign Exchange Gain(Loss)

    Unrealized Gain(Loss) on Marketable Securities

    (Less) Treasury Stock

Total Shareholders Equity

Total Liabilities & Shareholders Equity

    Other Appropriated Reserves

    Unappropriated (Free) Reserves

    Retained Earnings

Minority Interest

Preferred Stock

Common Equity

    Common Stock

Other Liabilities

Total Liabilities

Shareholders' Equity

Non-Equity Reserves

    Convertible Debt

    Capitalized Lease Obligations

Provision for Risks & Charges

Deferred Income

Deferred Taxes

    Deferred Taxes - Credit

Other Current Liabilities

Current Liabilities - Total

Long Term Debt

    LT Debt Excl Capital Leases

    Non-Convertible Debt

Total Assets

Liabilities

Accounts Payable

ST Debt & Current Portion of LT Debt

Accrued Payroll

Other Assets

    Deferred Charges

    Tangible Other Assets

    Intangible Other Assets

    (Less) Accumulated Depreciation

        Construction Work In Progress

        Machinery & Equipment

        PP&E - Other

Investment In Unconsolidated Subsidiaries

Other Investments

Property Plant & Equipment - Net

    Property Plant & Equipment - Gross

        Land

        Buildings

Prepaid Expenses

Other Current Assets

Current Assets - Total

Long Term Receivables

Receivables (Net)

Inventories - Total

Annual Balance Sheet

Assets

Cash & ST Investments
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10/01/2011

USD

10/02/2010

USD

10/03/2009

USD

09/27/2008

USD

09/29/2007

USD

66,082.5 71,152.7 58,640.2 41,361.6 63,339.8

40,893.0 38,063.0 36,149.0 37,843.0 35,510.0

14,265.0 12,704.0 12,927.0 14,880.0 15,446.0

72,124.0 69,206.0 63,117.0 62,497.0 60,928.0

66,296.0 74,592.4 61,131.5 69,167.8 80,551.1

9,734.0 8,356.0 7,300.0 9,115.0 9,477.0

7,893.0 6,643.0 5,669.0 7,533.0 7,986.0

3,559.0 2,110.0 1,753.0 1,586.0 1,566.0

12.0 16.4 15.5 14.4 15.3

1.3 1.7 1.4 1.6 1.9

7.1 9.5 8.8 10.6 13.2

1.4 1.7 1.5 1.8 2.2

14.1 17.7 10.6 25.4 64.2

1.6 2.0 1.7 1.8 2.3

6.8 8.9 8.4 7.6 8.5

8.4 11.2 10.8 9.2 10.1

8.2 10.9 10.6 11.5 14.8

24.7 19.6 20.9 21.6 25.0

0.2 0.2 0.2 0.2 0.2

0.2 0.1 0.2 0.2 0.1

1.5 1.5 1.8 1.6 1.6

1.1 1.2 1.3 1.3 1.2

18.5 15.5 11.3 11.8 12.1

11.7 11.6 8.6 9.7 10.1

15.0 12.3 8.8 9.7 10.2

0.8 0.8 0.9 0.7 0.8

1.1 1.1 1.3 1.0 1.0

0.6 0.6 0.6 0.5 0.5

30.0 27.6 34.7 35.1 39.6

38.2 33.9 38.3 46.0 50.2

22.1 20.8 24.9 25.2 27.5

26.6 24.4 26.7 30.7 32.5

3.3 2.5 6.3 0.2 (0.2)

19.03% 17.67% 15.76% 19.57% 19.10%

18.22% 17.61% 16.65% 16.13% 14.22%

23.80% 21.95% 20.19% 24.09% 26.69%

23.34% 22.75% 21.88% 21.35% 19.38%

19.30% 17.45% 15.68% 19.91% 22.49%

18.96% 18.43% 17.63% 17.20% 15.27%

18.24% 16.25% 14.06% 18.02% 20.39%

17.39% 16.65% 15.59% 14.97% 12.78%

11.76% 10.41% 9.15% 11.70% 13.20%

11.24% 10.86% 10.36% 10.06% 8.66%

EBIT Margin - 5 Yr Average

Pre-Tax Margin

Pre-Tax Margin - 5 Yr Average

Net Margin

Net Margin - 5 Yr Average

Profitability Ratios

Gross Margin

Gross Margin - 5 Yr Average

EBITDA Margin

EBITDA Margin - 5 Yr Average

EBIT Margin

Cash Flow/Current Liabilities

Long Term Debt / Equity

Total Debt / Equity

Long Term Debt / Total Capital

Total Debt / Total Capital

Working Capital / Total Capital

EBITDA / Interest Expense

EBTIDA - Capex / Interest Expense

EBIT/ Interest Expense

Liquidity Leverage

Quick Ratio

Current Ratio

Enterprise Value / Free Cash Flow

Credit Statistics

Total Debt/ Enterprise Value

Net Debt / Enterprise Value

Total Debt / EBITDA

Net Debt / EBITDA

Price/Tangible BV

Enterprise Value

Enterprise Value / Sales

Enterprise Value/ EBITDA

Enterprise Value / EBIT

Enterprise Value / Cash Flow

Capital Expenditure

Valuation

Price/Earnings

Price/Sales

Price/Cash Flow

Price/Book Value

Net Sales or Revenues

Total Debt

Net Assets

Enterprise Value

EBITDA

EBIT

Annual Ratios

Valuation Measures

Market Cap
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0.3 0.3 0.3 0.3 0.3

0.1 0.0 0.0 0.1 0.1

0.0 0.0 0.0 0.0 0.0

0.5 0.5 0.4 0.4 0.4

0.6 0.6 0.6 0.6 0.6

20.6 21.8 24.1 32.7 40.8

6.8 7.2 7.1 7.3 7.3

7.0 7.0 6.9 6.9 6.8

12.84% 11.12% 10.01% 14.04% 14.98%

12.60% 12.36% 12.07% 11.95% 10.21%

7.20% 6.44% 5.87% 7.92% 8.55%

7.20% 7.11% 6.92% 6.80% 5.90%

9.62% 8.49% 7.61% 10.18% 10.95%

9.37% 9.20% 8.95% 8.83% 7.70%

0.4 0.4 0.4 0.4 0.3

1.33% 1.05% 1.29% 1.07% 0.90%

15.87% 17.24% 19.89% 15.35% 13.78%

7.44% 5.29% (4.48%) 6.57% 5.22%

3.59% 3.57% 3.29% 6.94% 6.99%

16.49% 14.47% (19.91%) (3.82%) 33.18%

6.47% 8.93% 7.00% 19.92% 20.50%

21.30% 19.84% (25.30%) (5.55%) 38.92%

7.34% 9.36% 7.12% 28.43% 30.55%

17.26% 28.41% (16.19%) 0.96% 0.97%

5.17% 12.22% 8.88% 18.20% 35.23%

68.67% 20.37% 10.53% 1.28% 20.55%

22.33% 2.97% 4.20% 8.62% 7.60%

- - - - -

- - - - -

30.2 33.3 27.2 32.8 34.4

(9.54%) 22.53% (16.92%) (4.77%) 11.26%

(8.34%) 23.81% (15.85%) (3.75%) 12.26%

Research & Development

Research & Development - 5 Yr

Stock Performance

Price Close

% Change

Total Return

Net Income

Net Income - 5 Yr

EPS

EPS - 5 Yr

Capital Expenditure

Capital Expenditure - 5 Yr

Dividend Payout Ratio

Growth Rates

Sales

Sales - 5 Yr

EBITDA

EBITDA - 5 Yr

Return On Assets - 5 Yr Average

Return On Invested Capital

Return On Invested Capital - 5 Yr Average

Dividend Ratios

Dividend Per Share

Dividend Yield

Receivable Turnover

Payable Turnover

Management Effectiveness

Return on Equity

Return on Equity - 5 Yr Average

Return On Assets

Sales Per Employee

Operating Profit Per Employee

Net Income Per Employee

Assets Per Employee

Total Asset Turnover

Inventory Turnover

Efficiency Ratios
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Overview:


  


Disney


 


benefits from its 


strength


 


in diversified 


business operations, strong brand 


identify


 


strong marketing activity 


and global market presentence. 


Disney, ESPN, ABC, Pixar, and 


Marvel are an amazing collection of brands that grow stronger every day 


as new platforms and new markets provide enormous new opportunities 


for high quality con


tent and experiences.


 


Disney owns a collection of 


valuable assets, but its media networks, which generate more than half of 


the company's operating profit, are the backbone of this conglomerate.


 


As 


a content


-


oriented company, DIS's top strategic priorities


 


include 


creativity and innovation, international expansion, and leveraging new 


technology applications.


 


We believe 


Disney is well positioned to meet 


the challenges of the fast


-


changing media and 


e


ntertainment


.


 


T


he 


company could expect a boost in its 


revenue from the positive trends in 


advertising markets in the US and Europe. The company’s new expansion 


plans could ensure its progress for the near future catering to the needs of 


its customers.


 


 


Revenue is expected to grow between 


3


% and


 


5


% annually ov


er the next 


five years with 


margins 


expanding 


slightly 


due to


 


more and more projects 


progressing toward or reaching steady


-


state operations


. 


 


 


DIS


, trading at $


52


.


28


, results in a P/


E ratio of approximately 1


8


.


1


x 


based on current


-


year 


EPS


 


estimates 


of


 


approximately $


2


.


9


. The provided 


discounted cash


 


flow valuation that assumes a 


4.2


%


 


five year 


compounded annual growth rate


 


and a WACC of 


7


.


8


2


%,


 


resu


lting


 


in an intrinsic value of $


67


. 


When performing a 


sensitivity analysis on the WACC between 


7


%


-


8


.5% we 


receive a fair value range of $


81.48


-


$


58.29


. 


 


 


The primary risk to 


the performance of 


Disney 


is 


global 


economic growth


, 


should major markets in which 


Disney


 


operates see a major and prolonged economic downturn revenue growth will be significantly less than


 


expected. 


Our group remains cautiously optimistic


 


regarding the global economy and do not foresee significant negative 


impacts to 


Disney


, but it will be closely monitored with respect to 


Disney


.


 


 


 


2012


 


Q3 Results


:


  


Disney reported $1.8 billion in net 


income and earnings of $1.01 a share for the quarter 


ended in June, up 31% versus a year prior and ahead of the 93


-


cent consensus estimate from analysts surveyed by 


Thomson Reuters.


 


The company missed slightly on sales, however, reporting $11.1 billion in 


revenue against a 


consensus estimate of $11.3 billion.


 


 


 


 


 


Recommendation:


  


BUY


 


Total 


Annual 


Return


 


Est.


:


 


3 y


ear


 


FV 


 


10.3


%


 


5 y


ea


r FV


 


6.9


%


 


Financial Snapshot:


 


Price


 


$


52.28


 


DCF Value


 


$


67


 


Buy Target


 


$56.97


 


Sell Target


 


$77.08


 


TTM 


P/E


 


17.3


x


 


Forward P/E


 


18.1


x


 


Div Yield


 


1.6


%


 


Market Cap


 


$95 


Billion


 


52 Wk Range


 


$28.19 


-


 


$53.40


 


EPS Growth


 


10.7


%


 


PEG


 


1.62


 


Credit


 


BBB+


 


Current Ratio


 


4.83


x


 


 




Walt Disney co. (DIS)         Sector: Consumer Discretionary (Industry: Movies / Entertainment)     Albert (Tzu - Wen) Lin     September 30, 2012  

1 

    Overview:    Disney   benefits from its  strength   in diversified  business operations, strong brand  identify   strong marketing activity  and global market presentence.  Disney, ESPN, ABC, Pixar, and  Marvel are an amazing collection of brands that grow stronger every day  as new platforms and new markets provide enormous new opportunities  for high quality con tent and experiences.   Disney owns a collection of  valuable assets, but its media networks, which generate more than half of  the company's operating profit, are the backbone of this conglomerate.   As  a content - oriented company, DIS's top strategic priorities   include  creativity and innovation, international expansion, and leveraging new  technology applications.   We believe  Disney is well positioned to meet  the challenges of the fast - changing media and  e ntertainment .   T he  company could expect a boost in its  revenue from the positive trends in  advertising markets in the US and Europe. The company’s new expansion  plans could ensure its progress for the near future catering to the needs of  its customers.     Revenue is expected to grow between  3 % and   5 % annually ov er the next  five years with  margins  expanding  slightly  due to   more and more projects  progressing toward or reaching steady - state operations .      DIS , trading at $ 52 . 28 , results in a P/ E ratio of approximately 1 8 . 1 x  based on current - year  EPS   estimates  of   approximately $ 2 . 9 . The provided  discounted cash   flow valuation that assumes a  4.2 %   five year  compounded annual growth rate   and a WACC of  7 . 8 2 %,   resu lting   in an intrinsic value of $ 67 .  When performing a  sensitivity analysis on the WACC between  7 % - 8 .5% we  receive a fair value range of $ 81.48 - $ 58.29 .      The primary risk to  the performance of  Disney  is  global  economic growth ,  should major markets in which  Disney   operates see a major and prolonged economic downturn revenue growth will be significantly less than   expected.  Our group remains cautiously optimistic   regarding the global economy and do not foresee significant negative  impacts to  Disney , but it will be closely monitored with respect to  Disney .       2012   Q3 Results :    Disney reported $1.8 billion in net  income and earnings of $1.01 a share for the quarter  ended in June, up 31% versus a year prior and ahead of the 93 - cent consensus estimate from analysts surveyed by  Thomson Reuters.   The company missed slightly on sales, however, reporting $11.1 billion in  revenue against a  consensus estimate of $11.3 billion.          

Recommendation:  BUY 

Total Annual Return Est.: 

3 year FV   10.3% 

5 year FV  6.9% 

Financial Snapshot: 

Price  $52.28 

DCF Value  $67 

Buy Target  $56.97 

Sell Target  $77.08 

TTM P/E  17.3x 

Forward P/E  18.1x 

Div Yield  1.6% 

Market Cap  $95 Billion 

52 Wk Range  $28.19 - 

$53.40

 

EPS Growth  10.7% 

PEG  1.62 

Credit  BBB+ 

Current Ratio  4.83x 

 

