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52-Week Price Range  $19.38-39.95 

Market Capitalization (B) $3.34 

Shares Outstanding (M) 126.48 

Institutional Ownership 81.50% 

60-Month Beta 1.17 

Dividend Yield 0.60% 

Price/Earnings (ttm) 12.63 

Price/Book 2.56 

Price/Sales 1.74 

ROA (ttm) 9.10% 

ROE(ttm) 20.12% 

Projected 5-Year Growth 10.25% 

EPS ($)  

Year 2006 2007 2008 2009E 2010E 2011E 

EPS 2.12 2.02 2.09 1.37 1.34 1.56 

All earnings represent earnings from operations and have been filtered 
from net nonrecurring gains.

 

Valuation Models 

Discounted Cash Flow $27.22 

Economic Profit $27.22 

 

 

INVESTMENT THESIS 

Equifax Inc. (Equifax) is a leading credit report 
provider in the U.S. and is considered one of the "Big 
3" in the credit reporting market. We expect the 
domestic market for credit reporting to remain weak 
given the current unstable economic conditions in the 
U.S. In addition, Equifax’s international operations are 
unlikely to carry the company as foreign markets have 
become equally exposed to the current economic 
downtown. 

 (+) Equifax shows attractive operating margins 
and cash flows. The Company has generated 
over $75 million in new product revenue in 2008, 
and has over 80 new products in pre-launch 
stage for 2009.

i
 Going forward, this development 

may gain momentum. 

 (+) The provider of Equifax Workforce solutions, 
TALX, continues to show strong growth rates and 
should be Equifax’s leading growth segment, with 
an anticipated increase in revenues of around 
30% in 2009. 

 (-) As economic trends remain challenging, the 
near-term outlook for Equifax is dim. In order to 
cut expenses, clients cancel or defer new credit 
decision technology and marketing projects, 
which will put further pressure on revenues. 

 (-) We expect the U.S. Consumer Information 
Solutions (USCIS) reporting segment to be 
hampered by continuing low credit activity in 
2009. Even in a stabilizing economy, core clients 
from the financial sector either need more time to 
restore their balance sheets or might exit the 
market entirely. 

 (-) Since the company is effectively operating 
their core products at fixed costs around the 
world, we expect falling reporting volume to cause 
further margin contraction.  

EFX 

S&P 500 
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 (-) Slowing international organic revenue growth 
will adversely affect company results in 2009. In 
particular, the European and Latin American 
markets have great exposure to the global 
economic meltdown.  

EXECUTIVE SUMMARY 

We have downgraded Equifax to SELL. As the 
company announced 4Q08 figures in line with analysts’ 
fears, interim Q1 numbers continue to look weak with 
regard to ongoing market turmoil and unstable 
economic conditions. As credit activity remains 
restrained in the U.S., Equifax’s core business should 
be tempered in the near-term and beyond, unless we 
see substantial improvement in credit sentiment. 
Moreover, ongoing tight cost control will protect high 
margins only to some extent. With mostly fixed costs, 
we expect falling reporting volume to cause 
accelerating margin contraction. The likelihood that we 
see relief from the International segment, the former 
growth engine of the Company, is considered low as 
foreign markets are highly exposed to the economic 
backdrop and unwilling to fiscally stimulate their 
economies. The fact that management did not provide a 
FY09 guideline adds further risk, and contribution of the 
growth segment TALX to total revenues is too low to 
navigate Equifax through the next 6 – 12 months. 

COMPANY DESCRIPTION 

Equifax Inc. is a leading global provider of information 
solutions for businesses and consumers. The 
Company’s clients and customers comprise a large and 
diversified group of corporations, governments, and 
individuals. Business products include credit 
intelligence, portfolio management, fraud detection, 
decisioning technology, and marketing tools. Individual 
consumers use the company’s services to manage their 
personal credit information, protect their identity, and 
support their financial decision making process. 
Additionally, Equifax provides payroll-related and 
human resources business process outsourcing 
services in the U.S. 

Headquartered in Atlanta, Georgia, Equifax employs 
approximately 6,500 people in 15 countries throughout 
North America, Latin America, and Europe. During 
2008, Equifax expanded into Russia. However, with 
73% of revenues generated in the U.S., the company 
depends mainly on the domestic market. Equifax is a 
member of the S&P 500 Index (weight approx. 0.05%) 
and is traded on the New York Stock Exchange under 
the symbol EFX.

 
 

In 2008, the company had $3.26 billion in assets, 
operating revenue of $1.93 billion, and net income of 
$282.2 million, generating $2.13 earnings per share.

ii
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Source: Company filings. 

Business Segments 

Equifax is organized in five operating business 
segments. 

U.S. Consumer Information Solutions (USCIS) provides 
consumer information solutions to businesses in the 
U.S., including online credit data and credit decision 
technology solutions (OCIS), mortgage reporting and 
settlement solutions (ESS), consumer credit-based 
marketing services (CMS), and direct marketing 
services (DMS) based on demographic and other 
consumer information. Revenues in Equifax’s core 
segment were $890.1 million in 2008 or 46% of total 
revenues.  

 

Source: Company filings. 

The International business segment includes Canada 
Consumer, Europe, and Latin America business units. 
Products and services offered are similar to those 
available in the USCIS, North America Commercial 
Solutions, and North America Personal Solutions 
operating segments but vary by geographic region. The 
amount of revenues in this segment was $ 505.7 million 
over the last fiscal year, which translates into 26% of 
total revenues.  

CAGR: 11.8% 

CAGR: 3.4% 
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TALX is the newest business segment emerging from 
the acquisition of TALX Corporation in May 2007. It 
provides services enabling clients to outsource and 
automate the performance of certain payroll and human 
resources business processes, including employment 
and income verification, tax management, and talent 
management services. With $305.1 million revenues, 
TALX made 16% of the Company’s total in 2008. 

North America Personal Solutions provides products to 
consumers enabling them to monitor and protect their 
credit, credit score, and identity information and make 
more informed financial decisions. Revenues in this 
segment were $162.6 million in 2008 or 8% of total 
revenues. 

North America Commercial Solutions provides credit, 
financial, marketing, and other information regarding 
businesses in the U.S. and Canada. With $71.5 million 
in revenues and a contribution of 4% to the total result, 

this is Equifax’s smallest segment.
ii
  

RECENT DEVELOPMENTS & OUTLOOK 

Net Income tumbles in Q4 08 

In line with analyst estimates, Equifax reported its Q4 
FY08 net income plunged 2.6% on lower revenue of 
$64.0 million due to a sharp decrease in USCIS and 
International business segments. Acquisition-related 
amortization expenses, restructuring, and asset write-
down charges also negatively affected the latest 

quarterly earnings.
i
  

Q1 09 guidance  

Looking forward to Q1 FY09, Equifax’s management 
expects adjusted EPS between $0.52 per share and 
$0.57 per share and consolidated revenue in a similar 
range as reported for Q4 FY08.

i
 This is above our 

expectations as management could not convince us of 
their prospective strategy in their Q4 FY09 Earnings 
Call. We were disappointed that the Company did not 
provide the market with full-year 2009 guidance. 
Although this might be considered unnecessary, for a 
firm that claims to be a low-risk business it is 

uncommon not to provide such guidance.
i
 

A closer look 

The decrease in revenue for 2008, as compared to 
2007, was mainly due to effects of continued weakness 
in the U.S. credit and retail economy, partially offset by 
growth in the Mortgage Solutions business primarily 
stemming from increased activity with settlement 
services products. With an annualized expense run rate 
that is approximately $70 million lower than in 2007, 
Equifax flattened and realigned its organizational 
structure in 2008. This development is reflected in cost 
savings, especially in the North America Commercial 
Solutions segment. However, the company’s largest 

and most profitable segment, USCIS, is struggling with 
declining sales as Equifax’s core products are strongly 
tied to the global economy’s health. During economic 
downturns, Equifax sees decreasing demand for its 
core products related to consumer credit data. In 
addition, clients cancel or defer new credit decision 
technology and marketing projects. Concentrated 
originally in the financial sector, the current recession is 
particularly affecting Equifax’s largest customer group. 
Even in a stable economy, the sector will need time for 
sales to catch up with improving conditions.  

Operating margins decreased in 2008, as compared to 
2007, mainly due to the decline in revenue described 
above. With a high portion of fixed costs, USCIS 
operating expenses did not decline at the same rate as 
revenues.  

Operating Margins 2006 2007 2008

North America 

Commercial Solutions
20.0% 17.8% 19.0%

TALX 0.0% 16.3% 17.4%

North America 

Personal Solutions
10.8% 22.1% 28.5%

USCIS 40.9% 39.5% 37.8%

International 29.3% 29.8% 29.6%

 

 

Source: Company Filings. 

Negative outlook for USCIS 

After a 0.2% increase in USCIS revenues in 2007, 
business in this segment plummeted in 2008 by about 
8%, and we see no light at the end of the tunnel. A 
substantial portion of revenues stemming from 
mortgage solutions may never come back in times of a 
shrinking mortgage market, and those from online 
consumer information solutions products should 
continue to decline due to intense competition 
pressuring margins. The sharpest decline within this 
segment happened in CMS. For example, CMS 
revenue was down 17% just in the 4th quarter of 2009, 
and pre-screening revenue was down 37% as financial 

http://www.thestreet.com/_yahoo/newsanalysis/financial-services/10462224.html?cm_ven=YAHOO&cm_cat=FREE&cm_ite=NA
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institutions continued to restrict their new account 
acquisition activities. Based on current economic 
forecasts and credit activity in the U.S., Equifax’s 
management currently expects revenue in the OCIS 
and Credit Marketing Service lines and in the overall 
USCIS segment in 2009 to be below levels achieved in 
2008. Along with these beliefs, we see sales declining 
by about 13% in the USCIS segment over 2009.  

 

Source: Company filings. 

International loses pace 

With strong growth rates, the International business 
segment kept company’s growth rates positive over the 
last two years. However, as most of the growth was 
created in Latin America and Europe, both impacted 
sharply by the deterioration in the global economy, we 
see this segment being affected also negatively in the 
future. Similar to USCIS, a big chunk of revenues in the 
International segment is tied to the demand for credit 
scores and mortgage products. Though clients’ 
increased needs for risk management products might 
absorb a slump of segment revenues, growth is likely to 
lose pace. We anticipate seeing the biggest cutback in 
Latin American business, while sales additions will 
come from the newly entered Russian market. Past 
growth rates of over 17% in 2007 and still 7% in 2008 
are out of reach in the near future. Thus, we anticipate 
2009 figures remaining at current levels.   

 

Source: Company filings. 

Rising contribution from TALX 

Since the acquisition of TALX Corporation in May 2007, 
the provider of Equifax Workforce solutions and human 
resource and payroll solutions has shown rising 
contribution to the Company’s total. In particular, TALX 
Management Services seems to offer a long-term 
perspective to the firm as an increasing number of 
organizations decide to outsource their tax 
management and other HR-related services to TALX. 
The current unprecedented economy is challenging 
every organization to deliver optimal value at minimum 
cost. Thus, we consider TALX services to be counter-
cyclical and are optimistic about the future development 
of this segment, although growth may slow a little 
through limited near-term operating expansion from 
expense reductions. Overall, TALX should be Equifax’s 
leading growth segment, with an anticipated increase in 
organic revenues of around 30% in 2009. 

INDUSTRY DESCRIPTION & TRENDS 

The Credit Bureau industry
iii
 

The industry for information and consumer and 
commercial data solutions is a growing, highly 
competitive business, and a cyclical industry in terms of 
the business cycle. Yet, Equifax’s main source of 
revenues is emerging from the more mature part of the 
industry, namely the Credit Bureau sector that provides 
credit history data. The Credit Bureau industry was a 
beneficiary of the easy flow of credit of past years, as 
households increased their borrowing and financial 
markets excessively issued ever more complex debt 
products. With worsening conditions in the credit 
market in 2007 and particularly 2008, the results of the 
crisis may lead to a permanent reshaping of this sector. 
The direction of future developments in the Credit 
Bureau industry depends mainly on changes in the 
existing legal framework and new regulatory initiatives. 

 

όLƴ Ψлллǎύ 
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Regulatory pressure
iv
 

Databases in the industry for information and 
commercial solutions are regularly updated by 
information provided by financial institutions, 
telecommunications companies, other trade credit 
providers, public records vendors, and governments. 
Various laws and regulations govern the collection and 
use of this information. These laws and regulations 
impact how industry participants operate since 
compliance costs are considered a main cost factor. 
Depending on the sector and type of information, 
companies are subject to differing laws and regulations. 
The Fair Credit Reporting Act (FCRA) and The Fair and 
Accurate Credit Transactions Act (FACTA) mainly 
govern Equifax’s U.S. operations. The FCRA and its 
FACTA amendment are mostly responsible for 
protecting consumer credit privacy. The FCRA 
regulates how credit reporting companies deal with 
consumer credit information and the FACTA allows 
consumers to obtain free credit reports from Equifax 
and its two main rivals, Experian and TransUnion 
annually. Though free credit reports are available to all 
consumers in the Equifax database, the FCRA and 
FACTA amendment have not severely affected Equifax 
so far. However, there are a number of advocates that 
believe stricter laws need to be enacted. At this point it 
is unclear how new legislation would affect Equifax. On 
one hand, stricter privacy laws might restrict the 
information that credit bureaus are allowed to collect 
and/or disseminate with regards to individuals. On the 
other hand, new legislation could help broaden the 
spectrum of information credit report companies can 
receive and report on due to the risk of identity theft or 
fraud. In the context of the financial crisis, many 
changes and innovations in the regulatory framework 
are discussed. The future development of the 
information solutions industry is tied to the outcome of 
these discussions. 

MARKETS AND COMPETITION 

The market for Equifax’s products and services is highly 
competitive and is subject to constant change. 
Competitors vary widely in size and the nature of the 
products and services they offer. Depending on the 
given product, Equifax faces different competitors:

v
 

• Consumer information solutions and personal 
solutions products – The two main competitors-- 
Experian Group Limited and TransUnion LLC, the 
latter privately held--offer a range of consumer 
credit reporting products similar to those of Equifax. 

• Marketing services - Equifax competes directly 
with Acxiom Corporation and infoUSA, Inc., which 
offer demographic information products. In respect 
to its analytical tools, the company faces 
competition from Fair Isaac Corporation. 

• Commercial solutions - Main competition comes 
from Experian, Moody’s, and The Dun & Bradstreet 
Corporation. 

• Employment and Income verification - 
Competition is from large employers with their own 
in-house systems or call centers, payroll 
processors such as Automatic Data Processing, 
Inc.; or ADP, Paychex, Inc., and Ceridian 
Corporation. 

• Talent management services - Competition from 
assessment service providers offering proprietary 
content (Previsor, Inc), HR consulting firms (AON 
Corporation), and assessment or test publishers 
with proprietary delivery platforms (Devine Group, 
Inc.). 

• Two other major players should also be noted in 
the face of Moody’s and First Data Corporation. 

  

 

Company

Market

Cap ($bn) P/E P/B P/S EV/S EV/EBITDA

Moody's Corp $5.54 12.62 NA 2.97 3.85 7.797

Experian $4.92 15.70 3.72 1.81 NA NA

The Dun Bradstreet Co $4.19 14.02 NA 2.43 2.86 9.464

Equifax $3.37 12.72 2.51 1.71 2.34 6.998

Metavante Technologies $2.81 19.08 7.67 1.62 2.74 11.143

SLM Corp $2.50 NA 0.72 2.90 193.42 NA

Alliance Data Systems' $2.35 13.33 6.12 1.13 2.25 7.658

Orix Corp $3.46 5.80 0.30 0.37 5.81 NA

Fair Isaac $0.76 9.96 1.36 1.04 1.54 6.659

AmeriCredit Financial $0.92 NA 0.46 2.22 30.49 NA

Mean $3.08 12.90 2.86 1.82 27.26 8.287

Median $3.09 13.03 1.94 1.76 2.86 7.728  

Source: finance.yahoo.com, reuters.com. 

Experian 

Equifax’s competitors show a broad range of multiples. 
Depending on core business and growth perspectives, 
some peers may have valuations closer to high growth 
technology companies, while others are considered 
mature with limited future prospects. Experian is the 
closest competitor for information and personal 
solutions and commercial solution products. While 
Equifax is the largest credit report provider in the U.S., 
Experian is the international market leader and exceeds 
Equifax in terms of revenue. Experian’s higher valuation 
throughout all multiples reflects the strong performance 
the company has shown over the recent past. Its 
greater scale gives Experian a competitive advantage 
over Equifax, and its extended global presence makes 
it difficult for Equifax to enter new markets as a first-
mover. Although Experian does not achieve the same 
high levels of operating margins as Equifax, it was able 
to hold its profitability relatively steady so far. Due to 
Experian’s strong track record and its innovative 

Multiple Comparisons  

 

 

 



Henry Fund Research 

THE UNIVERSITY OF IOWA 

Henry B. Tippie School of Management 

 

 

 
6 

product development, we believe Equifax’s main 
competitor will remain the benchmark in the credit 
reporting industry. 

 

 

 

 

Source: Experian Investor Presentation, Feb 24, 2009 

Moodyôs 

The rating agency Moody’s is also providing credit 
reports on commercial and government businesses and 
competes directly with Equifax. Moody’s is even more 
affected by the credit crisis, as the huge majority of 
revenues are coming from the financial sector. In 
comparison to Moody’s, Equifax has a broader service 
and customer base, and may be able to better offset 
the shortfall of clients from the financial industry by its 
other business segments and clients. With the same 
high fixed cost structure as Equifax, Moody’s operating 
margin decreased sharply from its peak of 52% in 2007, 
to 43% in 2008. Nevertheless, Moody’s shows 
competitive multiples and might strongly benefit from 
improving economic conditions. Despite all regulatory 
discussions, little activity has happened so far that 
might change the market for credit reporting. Moody's 
remains the flagship of the Credit Bureau sector and 
the company continues to have the same role and 
standing, despite ongoing discussions about the 
restructuring of rating agencies. In fact, government 
officials seem to rely heavily on Moody’s to help resolve 
the gridlock in financial markets. Chances are 
considered low, but there remains a probability that 

much less will change in the regulatory framework than 
many currently fear or hope. Equifax does not have the 
same exposure to increased government and 
regulatory scrutiny as rating agencies. However, we will 
closely watch the handling of this sector, as it allows us 
to get an idea of what to expect from regulators with 
regard to new credit reporting standards and 
requirements. 

 

 

 

 

Cost reduction and diversification 

In addition to their credit report competitors, Equifax 
competes with a number of different companies across 
the additional services it provides. What all companies 
have in common is that they are undertaking steps to 
streamline operations and increase efficiency to 
minimize the potential negative effect of lower annual 
revenues on operating margins. In addition, firms seek 
to acquire lower-margin businesses and expand their 
product portfolio into new fields to diversify revenue 
streams. In the long term, we believe Equifax will face 
intensifying competition in all market segments that will 
put pressure on the high margin levels throughout the 
peer group. 
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Company

Operating 

Margin ROA ROE

SLM Corp NA NA NA

AmeriCredit Financial NA NA NA

Moody's Corp 43.9% 27.6% NA

The Dun Bradstreet Co 29.0% 19.3% NA

Equifax 25.5% 9.1% 20.1%

Alliance Data Systems' 22.9% 6.8% 30.6%

Experian 22.8% 6.8% 24.7%

Metavante Technologies 19.8% 6.8% 44.6%

Fair Isaac 17.7% 6.4% 13.5%

Orix Corp 12.5% 0.5% 3.8%

Mean 24.3% 10.4% 22.9%

Median 22.9% 6.8% 22.4%  

Source: finance.yahoo.com, reuters.com. 

 

 

 
Source: finance.yahoo.com. 

ECONOMIC OUTLOOK 

Equifax’s business is sensitive to changes in general 
economic conditions in the countries in which the 
company competes. We identified particularly GDP, 
housing demand, and interest rates as economic 
factors that play an integral role in the demand for 
Equifax’s products and services. 

GDP
vi
 

Since Equifax’s customers use credit information and 
related services to process applications for new credit 
cards, automobile loans, home mortgages, home equity 
loans, and other consumer loans, consumer demand 
for credit tends to grow more slowly or decline during 
periods of economic contraction. The Company’s 
domestic revenues tumbled along with the U.S. 
economy, with the sharpest decline in 4Q 2009 when 
US GDP decreased by 6.2%. 

  
As the U.S. headed into its 17th month of recession in 
April, the lengthiest slowdown since the Great 
Depression, we have hope that the U.S. economy will 
be the first to stimulate its way back to life. The U.S. 
has been quicker to respond to the global meltdown 
than their counterparts elsewhere, spending more on 
stimulus and cutting interest rates more drastically. 
Government officials try to reactivate investor’s 
optimism by “shocking” the market with unexpected, 
unconventional easing campaigns such as the buyback 
of $300 billion in Treasury debt at the end of March. 
The clear and strong “quantitative easing” of the FED is 
much more than we have seen from other central banks 
around the globe. Europe, another key market for 
Equifax’s International business, serves as a good 
example of how policy actions elsewhere may differ 
from the U.S. approach. European policy makers are 
limited in their actions due to the imbalance of strong 
and weak states that make the euro zone, where one 
policy tool clearly does not fit all. They also are more 
afraid of potentially inflationary measures such as 
“quantitative easing” and fiscal stimulus. These hurdles 
should make recovery for the euro zone much more 
difficult.  We believe the U.S. economy should be the 
first to find its footing at the end of the year. For 2009 
we see U.S. GDP contracting by 4.1%. With 74% of 
revenues coming from the U.S. market, Equifax will 
benefit from a faster recovery of the U.S. economy. 

U.S. Quarterly Real GDP 

 

Source: WSJ. 

Housing
vii

 

Mortgage related products and services contributed 
11% of Equifax’s revenues in 2008, which makes this 
segment the second most important industry for the 
Company. Mortgage lenders and dealers are required 
to disclose credit scores to consumers. Regulations of 
businesses like Fannie Mae and Freddie Mac are 

aƻƻŘȅΩǎ 

Experian 

Equifax 
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applicable to Equifax’s credit reporting and mortgage 
solution products. 

U.S. housing prices have continuously headed 
downward since the peak in 2006. Signals arise that a 
bottom may be reached, though we expect the flood of 
distressed properties into the market to continue 
through next year, which will likely keep prices low and 
also means rising inventories. Inventories jumped in 
February to 3.8 million homes available for sale, 
compared with 3.6 million in January, a 9.7 months' 
supply at the current sales pace. Inventory levels in a 
healthy market are usually around five to six months' 
supply. Hope is coming from buying activity in 
previously owned homes, which makes up about 85% 
to 90% of the total market. Prices in this segment rose 
in February after a sharp decline in January of this year. 
Sales jumped 5.1%, the biggest one-month gain since 
late 2003. So-called "distressed" properties, which are 
typically priced about 20% below normal market prices, 
made up nearly half of home sales last month. That is 
helping to push down home prices overall. The national 
median home price was $165,400 last month, down 
more than a quarter from its peak and a level not seen 
since late 2002. We expect historically low mortgage 
rates of around 5%, which are also helping to boost 
affordability, to stay down as the FED continues to 
focus on interest rates.  

 

 

 

 

Interest Rates
viii

 

With a FED funds rate at about 0%, monetary policy 
may be hitting the limits of its ability to heal the 
economy. In general, lenders’ willingness to offer loans 
depends on interest rates and their expectations about 
the future ability of the borrower to pay back debt. Thus, 
in times when interest rates are low, the demand for 
credit reports and other related Equifax products used 
to be higher due to the increase in credit activity. 

However, the setting seems different in this down 
market. Despite zero rates, money is not floating, as 
long-term interest rates still seem too high to attract 
investors. Therefore, the FED explores new ways to re-
activate investors, as seen by its latest move of buying 
$300 billion in long-term Treasuries and up to $1.25 
trillion of mortgage-backed securities. Treasury 
purchases could help bring down long-term interest 
rates by pushing up the price of government bonds and 
thus pushing down their yields. That, in turn, could bring 
down other long-term rates because Treasury debt is a 
benchmark for many loans and securities. However, as 
long as these measures do not succeed to prompt 
credit activity, the near term outlook for Equifax is dim. 

 

 

 

CATALYSTS FOR GROWTH 

Emerging markets 

Since growth in the U.S. market for information and 
consumer and commercial data solutions has 
considerably slowed in the past, Equifax has pursued 
new vertical markets and expanded into emerging 
markets. With the acquisitions of TALX in 2007 and the 
expansion into Russia in 2008, Equifax’s management 
has revealed where they see future business growth. In 
the long term, the Company plans to further expand into 
new developing and emerging markets such as India 
and China. We see numerous opportunities for the 
Company to expand in related or international emerging 
markets and consider this strategy one of the most 
important catalysts for long-term growth. However, 
operations in foreign markets can be volatile and 
expose the company to specific country risk. 

Technology Developments 

Equifax has generated over $75 million in new product 
revenue in 2008, and has over 80 new products in pre-
launch stage for 2009. This development shows the 

 February Figures For Existing Home Sales 
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importance of constant development of technology and 
usage of new data instruments. Open source networks 
and search engines are developing rapidly and impose 
a threat to the credit reporting industry. The direct 
impact on the industry is not quantifiable yet. 
Nevertheless, market participants are pressuring each 
other to keep their technology up to date and apply it to 
the different business units. 

Overall, we see few catalysts in the near-term as the 
industry is highly dependent of underlying economic 
trends.   

INVESTMENT POSITIVES 

 Equifax shows attractive operating margins and 
cash flows. The Company has generated over $75 
million in new product revenue in 2008, and has 
over 80 new products in pre-launch stage for 2009. 
Going forward this development may gain 
momentum. 

 TALX continues to show strong growth rates and 
should be Equifax’s leading growth segment, with an 
anticipated increase in revenues of around 30% in 
2009. 

INVESTMENT NEGATIVES 

 As economic trends remain challenging, clients 
cancel or defer new credit decision technology and 
marketing projects, which will put further pressure on 
revenues. 

 2009 financial performance in the USCIS reporting 
segment will probably be hampered by continuing 
low credit activity as we see the recession 
continuing at least until the end of the year. Even in 
a stable economic environment, core clients from the 
financial sector will need more time to recover or 
they might never come back at all. 

 As companies in the industry are effectively 
operating at fixed costs around the world, we expect 
falling reporting volume to cause further margin 
contraction.  

 Slowing international organic revenue growth will 
adversely affect company’s results in 2009, 
especially in the European and Latin American 
markets that had a high exposure to the global 
economic meltdown. Generally, Equifax’s emerging 
markets are more volatile and expose the Company 
to specific country risk. 

 The Company’s unwillingness to provide full-year 
2009 guidance will likely unnerve the market and is 
considered negative with regard to the firm’s full 
year perspectives. 

 

VALUATION 

We have downgraded Equifax to SELL. Our target price 
of $27.22 is based on our DCF and EP models. As of 
4/19/09 the shares are trading at $27.29, which 
translates in a current premium of just under 0.3%. Our 
valuations are based on assumptions regarding 
revenue growth that are below market expectations as 
we do not see easing conditions on the global 
consumer credit market. We also incorporated 
decreasing operating margins in our model over the 
near-term, since ongoing tight cost control seems not 
maintainable to the point when conditions might 
improve. If the market stabilizes earlier and/or at a 
faster pace than we assumed, it would directly affect 
the Company’s operating margins and overall earnings 
per share. 

We believe Equifax will trade toward a model price at 
such point that the U.S. consumer credit market will 
begin recovering on a larger base, likely in 2010. Even 
then, we see the demand for Equifax’s product and 
services to catch up only slowly with improving market 
conditions, as core clients from the financial sector take 
their time before purchasing information solutions on a 
broader scale. 

In addition, at levels south of $24, we would reassess 
our recommendation, assuming we do not see 
fundamental changes in valuation drivers and the firm’s 
prospect. 
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Important disclosures appear on the last page of this report. 

Appendix ï Financial Metrics 

(Based on Mar09 market info and FY 2008 Financial Data)

Normal Cash (% of Revenue) 0.5%

Current Stock Price $27.29as of 4/18/2009

Market Capitalization $3,010,000in thousands, finance.yahoo.com

Average Maturity of Debt in Years 18 years

Effective Tax Rate 37.3%As stated in Company's Q4 2008 Earnings call

Risk-Free Rate 3.53%30 year Treasury Bond as of 4/1/2009

Market Risk Premium 5.00%Henry Fund consensus

Beta 1.14 finance.yahoo.com

Debt Rating BBB+finra.com

Cost of Debt 9.19%Computed on WACC page

Cost of Equity 9.23%Computed on WACC page

WACC 8.32%Computed on WACC page

Dollar decline -5.00%Assumption of average decline of dollar vs. currencies of countries where EFX is operating

DCF Target Price 27.22$           

EP Target Price 27.22$           

Key Assumptions for Equifax's Valuation Model
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2006 2007 2008 2009E 2010E 2011E 2012E CV

Operating Revenues

U.S. Consumer Information Solutions 968,100 969,700 890,800 728,786 670,294 640,915 642,999 668,702

   Growth rate 0.2% -8.1% -18.2% -8.0% -4.4% 0.3% 4.0%

International 402,800 472,800 505,700 489,274 492,614 511,249 541,307 603,471

   Growth rate 17.4% 7.0% -3.2% 0.7% 3.8% 5.9% 11.5%

TALX 0 179,400 305,100 394,565 455,888 516,702 573,454 636,484

   Growth rate 70.1% 29.3% 15.5% 13.3% 11.0% 11.0%

North America Personal Solutions 126,000 153,500 162,600 164,226 174,080 188,006 201,166 211,225

   Growth rate 5.9% 1.0% 6.0% 8.0% 7.0% 5.0%

North America Commercial Solutions 49,400 67,600 71,500 67,925 70,642 74,881 80,122 86,532

   Growth rate 5.8% -5.0% 4.0% 6.0% 7.0% 8.0%

Consolidated operating revenues 1,546,300 1,843,000 1,935,700 1,844,776 1,863,517 1,931,753 2,039,048 2,206,413

   Growth rate 19.2% 5.0% -4.7% 1.0% 3.7% 5.6% 8.2%

Equifax - Revenue Decomposition

(in '000s)
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(in '000s, except per share amounts) 2006 2007 2008 2009E 2010E 2011E 2012E CV

Operating revenue 1,546,300 1,843,000 1,935,700 1,844,776 1,863,517 1,931,753 2,039,048 2,206,413

Operating expenses

Cost of services (exclusive of depreciation & amortization ) 626,400 752,000 778,800 784,030 788,268 795,882 826,128 893,937

Selling, general & administrative expenses 401,000 477,100 524,300 525,761 534,829 529,300 552,582 580,330

Depreciation & amortization expenses 82,800 127,700 155,400 161,295 167,628 174,432 181,740 189,592

Total operating expenses 1,110,200 1,356,800 1,458,500 1,471,086 1,490,726 1,499,614 1,560,450 1,663,858

Operating income 436,100 486,200 477,200 373,690 372,792 432,139 478,598 542,556

Interest expense 31,900 58,500 71,300 62,806 62,806 73,136 63,307 61,485

Minority interests in earnings, net of tax 4,500 6,100 6,200 6,419 6,645 6,880 7,123 7,374

Other income, net 16,200 3,000 6,200 8,467 4,600 7,333 6,533 6,800

Income (loss) before income taxes 415,900 424,600 405,900 312,932 307,940 359,456 414,701 480,496

Provision for income taxes 141,400 151,900 133,100 116,567 114,708 133,897 154,476 178,985

Net income 274,500 272,700 272,800 196,365 193,233 225,559 260,225 301,511

EPS 2.12 2.02 2.09 1.37 1.34 1.56 1.80 2.07

Analyst Consensus 2.29 2.51 NA NA NA

Equifax - Income Statement
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(in '000s) 2006 2007 2008 2009E 2010E 2011E 2012E CV

ASSETS

Current Assets

Cash & cash equivalents 67,800 81,600 58,200 399,552 625,672 487,684 505,951 788,107

Trade accounts receivable, gross 253,500 304,700 267,900 269,197 271,932 281,889 297,546 321,969

Less: allowance for doubtful accounts 8,700 8,900 14,500 8,482 8,568 8,882 9,375 10,145

Trade accounts receivable, net 244,800 295,800 253,400 257,642 260,259 269,789 284,774 308,148

Prepaid expenses 21,500 25,800 22,900 25,784 26,046 26,999 28,499 30,838

Other current assets 11,100 21,800 19,300 15,736 15,896 16,478 17,394 18,821

Total current assets 345,200 425,000 353,800 698,714 927,874 800,951 836,618 1,145,915

Other Assets

Property & Equipment

Capitalized internal-use software & system costs 243,800 292,200 313,900 337,212 362,254 389,157 418,057 449,104

Data processing equipment & furniture 132,200 184,700 176,600 176,600 176,600 176,600 176,600 176,600

Land, buildings & improvements 29,700 89,500 124,000 124,000 124,000 124,000 124,000 124,000

Total property & equipment, gross 405,700 566,400 614,500 637,812 662,854 689,757 718,657 749,704

Less: accumulated depreciation & amortization 243,800 306,900 328,200 353,712 380,227 407,817 408,973 437,805

Total property & equipment, net 161,900 259,500 286,300 284,099 282,628 281,940 309,684 311,899

Goodwill 842,000 1,834,600 1,760,000 1,760,000 1,760,000 1,760,000 1,760,000 1,760,000

Indefinite-lived intangible assets 95,200 95,700 95,100 85,220 86,085 89,237 94,194 101,925

Purchased intangible assets, net 242,200 764,500 682,200 489,740 494,715 512,830 541,314 585,745

Prepaid pension asset 47,700 72,200 8,300 0 0 0 0 0

Other assets, net 56,400 72,400 74,600 62,824 63,462 65,786 69,440 75,140

Total assets 1,790,600 3,523,900 3,260,300 3,380,597 3,614,764 3,510,745 3,611,250 3,980,624

LIABILITIES & SHAREHOLDERS' EQUITY

Current liabilities

Short-term debt & current maturities 330,000 222,100 31,900 20,900 438,000 16,500 15,000 695,000

Accounts payable 23,500 31,100 29,900 21,852 22,074 22,883 24,154 26,136

Accrued expenses 62,000 79,400 57,600 55,471 56,034 58,086 61,313 66,345

Accrued salaries & bonuses 41,900 63,500 54,200 51,793 52,319 54,235 57,247 61,946

Deferred revenue 62,700 69,900 65,700 56,894 57,472 59,576 62,885 68,047

Other current liabilities 62,000 80,900 78,700 75,003 75,765 78,540 82,902 89,706

Total current liabilities 582,100 546,900 318,000 281,913 701,665 289,819 303,500 1,007,180

Other liabilities

Long-term debt 173,900 1,165,200 1,187,400 1,198,400 981,851 1,212,520 1,178,653 677,275

Deferred income tax liabilities, net 70,800 277,100 215,300 163,194 137,649 147,287 153,764 178,159

Long-term pension & other postretirement benefit liabilities 65,300 62,800 166,000 171,860 177,926 184,207 190,710 197,442

Other long-term liabilities 60,400 72,700 61,200 64,871 68,763 72,888 77,261 81,896

Total liabilities 952,500 2,124,700 1,947,900 1,880,238 2,067,854 1,906,722 1,903,888 2,141,952

Shareholders' equity

Common stock & paid-in capital 842,100 1,276,400 1,311,700 1,345,955 1,386,309 1,427,462 1,469,866 1,513,274

Retained earnings 1,778,600 2,030,000 2,281,000 2,477,365 2,670,597 2,896,156 3,156,381 3,457,892

Foreign currency translation -113,200 -60,100 -178,400 -155,345 -140,765 -131,481 -125,290 -125,710

Unrecognized actuarial (losses) & prior service cost related to Co.'s pension & other postretirement benefit plans, net0 -106,500 -208,500 -63,000 -75,600 -90,720 -108,864 -109,337

Cash flow hedging transactions, net -600 -3,900 -3,700 -2,200 -2,280 -2,536 -2,923 -2,728

Accumulated other comprehensive income (loss) -232,200 -170,500 -390,600 -243,620 -238,944 -255,173 -259,767 -277,621

Treasury stock, at cost -1,490,900 -1,679,000 -1,837,900 -2,037,900 -2,237,900 -2,437,900 -2,637,900 -2,837,900

Stock held by employee benefits trusts -59,500 -57,700 -51,800 -41,440 -33,152 -26,522 -21,217 -16,974

Total shareholders' equity 838,100 1,399,200 1,312,400 1,500,359 1,546,910 1,604,024 1,707,362 1,838,672

Total liabilities and shareholderS' equity 1,790,600 3,523,900 3,260,300 3,380,597 3,614,764 3,510,745 3,611,250 3,980,624

Equifax - Balance Sheet
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Equifax - Cash Flow Statement

(in '000s) 2006 2007 2008 2009E 2010E 2011E 2012E CV

Net income 274,500 272,700 272,800 196,365 193,233 225,559 260,225 301,511

Depreciation & amortization 82,800 127,700 155,400 161,295 167,628 174,432 181,740 189,592

Deferred income taxes -2,600 7,900 7,700 -52,106 -25,545 9,638 6,477 24,396

Accounts receivable, net -22,800 -1,600 24,200 -4,242 -2,617 -9,530 -14,985 -23,374

Other current assets 0 0 0 0 0 0 0 0

Prepaid expenses & other current assets -2,400 -5,300 3,500 -2,884 -262 -954 -1,500 -2,339

Other assets -1,600 -18,700 -2,200 2,500 3,564 -160 -582 -915

Current liabilities, excluding debt 49,100 38,900 -23,400 -25,087 2,652 9,655 15,181 23,680

Other long-term liabilities, excluding debt -24,000 11,100 -14,000 5,860 6,067 6,281 6,503 6,732

Other assets & liabilities 0 0 0 0 0 0 0 0

Net cash flows from operating activities 374,300 449,900 444,700 281,701 344,719 414,920 453,059 519,282

Capital expenditures -52,000 -118,500 -110,500 -87,500 -46,050 -74,568 -99,345 -138,211

Other investing activities -400 -3,800 0 335,562 -84,869 -91,195 -103,340 -79,561

Net cash flows from investing activities -86,800 -422,300 -141,600 248,062 -130,919 -165,763 -202,685 -217,772

Net short-term borrowings (repayments) -12,200 139,700 -184,800 -11,000 417,100 -421,500 -1,500 680,000

Long term debt consolidated -40,000 549,100 29,500 11,000 -216,549 230,669 -33,867 -501,378

Treasury stock purchases -215,200 -718,700 -155,700 -200,000 -200,000 -200,000 -200,000 -200,000

Dividends paid -20,300 -20,700 -20,500 -23,731 -24,675 -25,646 -26,647 -27,678

Proceeds from exercise of stock options 26,100 31,600 14,700 32,660 33,572 27,726 28,052 27,342

Excess tax benefits from stock-based compensation plans 5,000 7,000 2,100 4,700 4,600 3,800 4,367 4,256

Other financing activities -600 -5,600 -1,000 -2,040 -1,728 -2,194 -2,512 -1,895

Net cash flows from financing activities -257,200 -17,600 -315,700 -188,411 12,320 -387,144 -232,107 -19,353

Increase (decrease) in cash & cash equivalents 30,300 13,800 -23,400 341,352 226,120 -137,988 18,267 282,156

Cash & cash equivalents, beginning of year 37,500 67,800 81,600 58,200 399,552 625,672 487,684 505,951

Cash & cash equivalents, end of year 67,800 81,600 58,200 399,552 625,672 487,684 505,951 788,107
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(in '000s, except per share amounts) 2006 2007 2008 2009E 2010E 2011E 2012E CV

Operating revenue 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Operating expenses 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Cost of services (exclusive of depreciation & amortization ) 40.5% 40.8% 40.2% 42.5% 42.3% 41.2% 40.5% 40.5%

Selling, general & administrative expenses 25.9% 25.9% 27.1% 28.5% 28.7% 27.4% 27.1% 26.3%

Depreciation & amortization expenses 5.4% 6.9% 8.0% 8.7% 9.0% 9.0% 8.9% 8.6%

Total operating expenses 71.8% 73.6% 75.3% 79.7% 80.0% 77.6% 76.5% 75.4%

Operating income 28.2% 26.4% 24.7% 20.3% 20.0% 22.4% 23.5% 24.6%

Interest expense 2.1% 3.2% 3.7% 3.4% 3.4% 3.8% 3.1% 2.8%

Minority interests in earnings, net of tax 0.3% 0.3% 0.3% 0.3% 0.4% 0.4% 0.3% 0.3%

Other income, net 1.0% 0.2% 0.3% 0.5% 0.2% 0.4% 0.3% 0.3%

Income (loss) before income taxes 26.9% 23.0% 21.0% 17.0% 16.5% 18.6% 20.3% 21.8%

Provision for income taxes 9.1% 8.2% 6.9% 6.3% 6.2% 6.9% 7.6% 8.1%

Net income 17.8% 14.8% 14.1% 10.6% 10.4% 11.7% 12.8% 13.7%

Equifax - Common Size Income Statement
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(in '000s) 2006 2007 2008 2009E 2010E 2011E 2012E CV

ASSETS

Current Assets

Cash & cash equivalents 4.4% 4.4% 3.0% 21.7% 33.6% 25.2% 24.8% 35.7%

Trade accounts receivable, gross 16.4% 16.5% 13.8% 14.6% 14.6% 14.6% 14.6% 14.6%

Less: allowance for doubtful accounts 0.6% 0.5% 0.7% 0.5% 0.5% 0.5% 0.5% 0.5%

Trade accounts receivable, net 15.8% 16.0% 13.1% 14.0% 14.0% 14.0% 14.0% 14.0%

Prepaid expenses 1.4% 1.4% 1.2% 1.4% 1.4% 1.4% 1.4% 1.4%

Other current assets 0.7% 1.2% 1.0% 0.9% 0.9% 0.9% 0.9% 0.9%

Total current assets 22.3% 23.1% 18.3% 37.9% 49.8% 41.5% 41.0% 51.9%

Other Assets

Property & Equipment

Capitalized internal-use software & system costs 15.8% 15.9% 16.2% 18.3% 19.4% 20.1% 20.5% 20.4%

Data processing equipment & furniture 8.5% 10.0% 9.1% 9.6% 9.5% 9.1% 8.7% 8.0%

Land, buildings & improvements 1.9% 4.9% 6.4% 6.7% 6.7% 6.4% 6.1% 5.6%

Total property & equipment, gross 26.2% 30.7% 31.7% 34.6% 35.6% 35.7% 35.2% 34.0%

Less: accumulated depreciation & amortization 15.8% 16.7% 17.0% 19.2% 20.4% 21.1% 20.1% 19.8%

Total property & equipment, net 10.5% 14.1% 14.8% 15.4% 15.2% 14.6% 15.2% 14.1%

Goodwill 54.5% 99.5% 90.9% 95.4% 94.4% 91.1% 86.3% 79.8%

Indefinite-lived intangible assets 6.2% 5.2% 4.9% 4.6% 4.6% 4.6% 4.6% 4.6%

Purchased intangible assets, net 15.7% 41.5% 35.2% 26.5% 26.5% 26.5% 26.5% 26.5%

Prepaid pension asset 3.1% 3.9% 0.4% 0.0% 0.0% 0.0% 0.0% 0.0%

Other assets, net 3.6% 3.9% 3.9% 3.4% 3.4% 3.4% 3.4% 3.4%

Total assets 115.8% 191.2% 168.4% 183.3% 194.0% 181.7% 177.1% 180.4%

LIABILITIES & SHAREHOLDERS' EQUITY

Current liabilities

Short-term debt & current maturities 21.3% 12.1% 1.6% 1.1% 23.5% 0.9% 0.7% 31.5%

Accounts payable 1.5% 1.7% 1.5% 1.2% 1.2% 1.2% 1.2% 1.2%

Accrued expenses 4.0% 4.3% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Accrued salaries & bonuses 2.7% 3.4% 2.8% 2.8% 2.8% 2.8% 2.8% 2.8%

Deferred revenue 4.1% 3.8% 3.4% 3.1% 3.1% 3.1% 3.1% 3.1%

Other current liabilities 4.0% 4.4% 4.1% 4.1% 4.1% 4.1% 4.1% 4.1%

Total current liabilities 37.6% 29.7% 16.4% 15.3% 37.7% 15.0% 14.9% 45.6%

Other liabilities

Long-term debt 11.2% 63.2% 61.3% 65.0% 52.7% 62.8% 57.8% 30.7%

Deferred income tax liabilities, net 4.6% 15.0% 11.1% 8.8% 7.4% 7.6% 7.5% 8.1%

Long-term pension & other postretirement benefit liabilities 4.2% 3.4% 8.6% 9.3% 9.5% 9.5% 9.4% 8.9%

Other long-term liabilities 3.9% 3.9% 3.2% 3.5% 3.7% 3.8% 3.8% 3.7%

Total liabilities 61.6% 115.3% 100.6% 101.9% 111.0% 98.7% 93.4% 97.1%

Shareholders' equity

Common stock & paid-in capital 54.5% 69.3% 67.8% 73.0% 74.4% 73.9% 72.1% 68.6%

Retained earnings 115.0% 110.1% 117.8% 134.3% 143.3% 149.9% 154.8% 156.7%

Foreign currency translation -7.3% -3.3% -9.2% -8.4% -7.6% -6.8% -6.1% -5.7%

Unrecognized actuarial (losses) & prior service cost related to Co.'s pension & other postretirement benefit plans, net0.0% -5.8% -10.8% -3.4% -4.1% -4.7% -5.3% -5.0%

Cash flow hedging transactions, net 0.0% -0.2% -0.2% -0.1% -0.1% -0.1% -0.1% -0.1%

Accumulated other comprehensive income (loss) -15.0% -9.3% -20.2% -13.2% -12.8% -13.2% -12.7% -12.6%

Treasury stock, at cost -96.4% -91.1% -94.9% -110.5% -120.1% -126.2% -129.4% -128.6%

Stock held by employee benefits trusts -3.8% -3.1% -2.7% -2.2% -1.8% -1.4% -1.0% -0.8%

Total shareholders' equity 54.2% 75.9% 67.8% 81.3% 83.0% 83.0% 83.7% 83.3%

Total liabilities and shareholderS' equity 115.8% 191.2% 168.4% 183.3% 194.0% 181.7% 177.1% 180.4%

Equifax - Common Size Balance Sheet 
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(in '000s) 2006 2007 2008 2009E 2010E 2011E 2012E CV

EBITA 447,800 483,100 477,200 375,738 370,746 432,592 478,008 541,981

Less: Taxes on EBITA

     Marginal Tax Rate 34.0% 35.8% 32.8% 37.3% 37.3% 37.3% 37.3% 37.3%

     Total Income Tax Provision 141,400 151,900 133,100 116,567 114,708 133,897 154,476 178,985

     Plus: Tax Shield on Interest Expense 10,846 20,928 23,380 23,395 23,395 27,243 23,582 22,903

     Taxes on EBITA 152,246 172,828 156,480 139,962 138,103 161,141 178,058 201,888

Plus: Change in Deferred Taxes -53,600 206,300 -61,800 -52,106 -25,545 9,638 6,477 24,396

NOPLAT 241,954 516,572 258,920 183,669 207,099 281,089 306,427 364,489

Operating Working Capital:

     Plus: Normal Cash (< 0.5% of Sales) 7,732 9,215 9,679 9,224 9,318 9,659 10,195 11,032

     Plus: Receivables 244,800 295,800 253,400 257,642 260,259 269,789 284,774 308,148

     Plus: Prepaid Expenses 21,500 25,800 22,900 25,784 26,046 26,999 28,499 30,838

     Less: Accounts Payable 23,500 31,100 29,900 21,852 22,074 22,883 24,154 26,136

     Less: Accrued Expenses: Property Tax 62,000 79,400 57,600 55,471 56,034 58,086 61,313 66,345

     Less: Accrued salaries & bonuses 41,900 63,500 54,200 51,793 52,319 54,235 57,247 61,946

Net Operating Working Capital 146,632 156,815 144,279 163,534 165,195 171,244 180,755 195,592

Net Property, Plant and Equipment 161,900 259,500 286,300 284,099 282,628 281,940 309,684 311,899

Indefinite-lived Intangible Assets 95,200 95,700 95,100 85,220 87,228 89,237 94,194 101,925

Purchased intangible assets, net 242,200 764,500 682,200 489,740 494,715 512,830 541,314 585,745

Other Assets 56,400 72,400 74,600 62,824 63,462 65,786 69,440 75,140

NET INVESTED CAPITAL 702,332 1,348,915 1,282,479 1,085,416 1,093,229 1,121,038 1,195,388 1,270,301

NOPLAT 241,954 516,572 258,920 183,669 207,099 281,089 306,427 364,489

Invested Capital (Beginning) 712,817 702,332 1,348,915 1,282,479 1,085,416 1,093,229 1,121,038 1,195,388

ROIC (NOPLAT/Invested Capital) 34% 74% 19% 14% 19% 26% 27% 30%

NOPLAT 241,954 516,572 258,920 183,669 207,099 281,089 306,427 364,489

Net Investment (change in invested capital) -10,486 646,584 -66,437 -197,062 7,812 27,809 74,350 74,913

Free Cash Flow (NOPLAT - Net Investment) 252,440 -130,012 325,356 380,731 199,286 253,281 232,077 289,575

Invested Capital (Beginning) 712,817 702,332 1,348,915 1,282,479 1,085,416 1,093,229 1,121,038 1,195,388

ROIC 33.9% 73.6% 19.2% 14.3% 19.1% 25.7% 27.3% 30.5%

WACC 8.3% 8.3% 8.3% 8.3% 8.3% 8.3% 8.3% 8.3%

EP (Invested Capital*(ROIC-WACC)) 182,612 458,103 146,623 76,903 116,738 190,078 213,101 264,973

Cash on Hand 67,800 81,600 58,200 399,552 625,672 487,684 505,951 788,107

"Normal" Cash 7,732 9,215 9,679 9,224 9,318 9,659 10,195 11,032

Excess Cash 60,069 72,385 48,522 390,328 616,355 478,026 495,756 777,075

Non-Operating Assets 60,069 72,385 48,522 390,328 616,355 478,026 495,756 777,075

Equifax - Value Drivers
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Equifax - WACC

WACC: Explanation

     Common Shares Outstanding 126,300

     Current Price 27.29

     Market Value of Equity 3,446,727 73.9%

     Market Value of Debt 1,219,300 26.1%

     Value of Capital (D + E) 4,666,027

     Risk Free Rate 3.53%30yr Treasury

     Market Premium (LT Ave, geo.) 5.00%Henry Fund consensus

     Beta 1.14 finance.yahoo.com
     Cost of Equity 9.23%

     Cost of Debt 9.19% Equifax lates Bond issuances outstanding

     Tax 37.3%Effective tax rate in 2008

WACC 8.32%

So far just book value, needs to be adjusted

Notes Payable 31,900

LT Debt 1,187,400

1,219,300

Equifax Bonds Rating Maturity Yield

EFX.GF BBB+ 1/7/2017 9.19%

http://cxa.marketwatch.com/finra/BondCenter/BondDetail.aspx?ID=Mjk0NDI5QUYy

Amount outstanding Weight

EFX.GF EQUIFAX INCORPORATED 6.3 7/1/2017 Yes Baa1 BBB+ NR 83.5 9.19 $300,000,000 0.43

EFX.GC EQUIFAX INCORPORATED 6.9 7/1/2028 Yes Baa1 BBB+ NR 62.5 11.871 $150,000,000 0.21

EFX.GG EQUIFAX INCORPORATED 7 7/1/2037 Yes Baa1 BBB+ NR 74.873 9.591 $250,000,000 0.36

Weighted Average 2027 Sum $700,000,000 1

Averg. Years to maturity 18
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Valuation Calculations WACC 8.32%

CV Growth Rate 1.50%

CV ROIC 30.49%

Cost of Equity 9.23%

Beta 1.14

2009E 2010E 2011E 2012E CV

DCF Model

     FCF 380,731 199,286 253,281 232,077 5,077,774

     PV(FCF) 351,471 169,832 199,258 168,545 3,687,726

     PV(FCF) 4,576,833

     + PV(Non-Oper) 48,522

     -  PV(Debt) 1,219,300

     -  PV(ESOP) 33,038

     PV(Equity) 3,373,017

     Shares Outst. 126,300

     Target Price 26.71$            

As of 4/19/09 27.22$            

EP Model

     ROIC 14.32% 19.08% 25.71% 27.33% 30.49%

     EP 76,903 116,738 190,078 213,101 3,882,386

     PV(EP) 70,993 99,484 149,536 154,764 2,819,577

     PV(EP) 3,294,355

     Invested Capital 1,282,479

     PV(Operations) 4,576,833

     + PV(Non-Oper) 48,522

     -  PV(Debt) 1,219,300

     -  PV(ESOP) 33,038

     PV(Equity) 3,373,017

     Shares Outst. 126,300

     Target Price 26.71$            

As of 4/19/09 27.22$            

Equifax - DCF / EP Valuation Models
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26.71$     6.32% 6.82% 7.32% 7.82% 8.32% 8.82% 9.32% 9.82% 10.32%

0.00% 33.51 30.20 27.35 24.87 22.68 20.75 19.03 17.49 16.10

0.25% 34.67 31.16 28.15 25.53 23.25 21.24 19.45 17.85 16.41

0.50% 35.94 32.19 29.00 26.25 23.85 21.75 19.88 18.22 16.73

0.75% 37.31 33.31 29.92 27.02 24.50 22.29 20.35 18.62 17.08

1.00% 38.82 34.53 30.92 27.84 25.18 22.87 20.84 19.04 17.44

1.25% 40.48 35.85 31.99 28.72 25.92 23.49 21.36 19.48 17.82

1.50% 42.30 37.30 33.16 29.68 26.71 24.15 21.91 19.95 18.22

1.75% 44.33 38.89 34.43 30.71 27.56 24.85 22.51 20.45 18.64

2.00% 46.59 40.65 35.82 31.83 28.47 25.61 23.14 20.99 19.10

2.25% 49.13 42.59 37.35 33.05 29.46 26.42 23.81 21.55 19.57

2.50% 52.00 44.77 39.04 34.39 30.54 27.30 24.54 22.16 20.08

2.75% 55.27 47.21 40.91 35.86 31.71 28.25 25.32 22.81 20.63

3.00% 59.04 49.97 43.00 37.48 32.99 29.29 26.17 23.50 21.21

26.71$     0.50% 0.75% 1.00% 1.25% 1.50% 1.75% 2.00% 2.25% 2.50%

39.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

51.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

64.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

76.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

89.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

101.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

114.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

126.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

139.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

151.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

164.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

176.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

189.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

26.71$     0.50% 0.75% 1.00% 1.25% 1.50% 1.75% 2.00% 2.25% 2.50%

2.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

2.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

3.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

3.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

4.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

4.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

5.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

5.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

6.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

6.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

7.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

7.50% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

8.00% 23.85 24.50 25.18 25.92 26.71 27.56 28.47 29.46 30.54

Equifax - Sensitivity Analysis

CV Growth Rate
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IMPORTANT DISCLAIMER 

This report was created by a student(s) enrolled in the Applied 
Securities Management (Henry Fund) program at the University of 
Iowa’s Tippie School of Management.  The intent of these reports is 
to provide potential employers and other interested parties an 
example of the analytical skills, investment knowledge, and 
communication abilities of Henry Fund students.  Henry Fund 
analysts are not registered investment advisors, brokers or officially 
licensed financial professionals.  The investment opinion contained in 
this report does not represent an offer or solicitation to buy or sell any 
of the aforementioned securities. Unless otherwise noted, facts and 
figures included in this report are from publicly available sources. This 
report is not a complete compilation of data, and its accuracy is not 
guaranteed. From time to time, the University of Iowa, its faculty, 

                                                                                                    
staff, students, or the Henry Fund may hold a financial interest in the 
companies mentioned in this report. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


