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Payment Networks Q3 Update: MA Inches Closer to V Key Summary

Two widely held names we come across are Visa Inc. (V, rated ‘Hold’) and Mastercard |® V and MA have been strong long-term
Incorporated (MA, rated ‘Overweight’). With both firms having recently reported Q3 | EVA wealth compounders. With both
numbers we take the opportunity to compare the EVA trends for the two payment firms having recently reported Q3
networks. Both the firms have been long-term EVA wealth compounders, registering | Numbers we take the opportunity to
a significant increase in Current Value Added (CVA) over the last 15 years: 10x in the compare the EVA trends for the two
case of MA and 12x for V. CVA is that part of the Enterprise Value of a firm which is payment networks.

derived from the current level of economic profitability taken into perpetuit * The PRVt framework rates MA slightly
. . P ¥ perp v higher than V at a time when MA is seeing
assuming a no-growth scenario.

stronger EVA Momentum.

Figure 1 plots the EVA Margin for V and MA. While both firms have followed a similar EVA Primer

trend for the level of economic profitability historically, V has trended above MAsince |1 pya measures the true economic profit of
Q2 2020. The spread between the two peaked in Q4 2021, at 360bps, and has since |5 pysiness after compensating shareholders
seen an increasing convergence. EVA Margin for V has plateaued over the last six |for use of their capital and is therefore
quarters and is currently at 42.4%. EVA Margin for MA, at 41.8%, is only 60bps lower |[superior to standard accounting measures.
than V and is at a record high as of September.
2. The value of a company is the capital

Figure 1: EVA Margin -V, MA invested plus the present value of future EVA
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Both V and MA have registered a second consecutive quarter of acceleration in EVA o
evaanalytics@iss-stoxx.com

Momentum (growth) as of the September quarter, reflected in the EVA Momentum
Post-Inflection Count of 2 (Figure 2). The firms look attractive in the PRVit framework zp,ut 1ss Eva

on a global-relative basis, driven by very strong Quality (Risk-Adjusted Profitability) e are an independent equity research
that is slightly offset by very high Valuations.

provider offering investing insights
through the use of our proprietary

Figure 2: EVA Fundamentals -V, MA

Economic Value Added (EVA) framework.
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offers both fundamental and quantitative

VISA INC V. US. 647,404 42.4%  4.6% 9% | 7.16% 5533 COmpany analysis on our +29,000 stock
MASTERCARDINC MA  US. 490,088 41.8%  7.5% 2 72 3.90% 5824  universe.

In the following pages, we contrast the Capital composition for V and MA, followed visit our website www.EVAexpress.com
by exploring in-depth firm-level EVA trends for both the firms.
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Figures 3 and 4 show the EVA-adjusted Capital components for V and MA, respectively. Both firms have a large portion of Capital tied
to Intangible assets. For V, Intangible Capital is nearly 50% of the total Capital base, while that percentage is lower for MA, at 30%.
When we look at the Intangible Capital Charge as a percentage of sales, we see that V has been spending around 150bps more than
MA on advertising and promotion as a percentage of sales at a time when sales growth for V has been 10% plus (TFQ) but behind MA’s
12-15% top-line growth over the past 2 years. The firms also have a sizable chunk of Goodwill (EVA-adjusted) as part of their Capital
base, reflecting the companies’ reliance on M&A as an EVA growth driver.

Figure 3: Capital Components - Visa Inc. (V) Figure 4: Capital Components — Mastercard Inc. (MA)
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Figure 5: PRVit HEAT Map -V, MA
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In the following pages, we take a deeper dive into firm-level EVA trends for V and MA.
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Visa Inc.

Visa Inc. (V, rated ‘Hold’): On a U.S. market relative basis, V is rated ‘Hold.” When we compare it to the global market relative, V is
rated ‘Overweight’. EVA Momentum (growth) has accelerated to 4.6% as of the latest reported quarter, driven by strong top-line
growth and improving asset efficiency trends. EBITDAR Margin for the firm has been pressured since peaking out in Q2 2022 and is
currently trending 30bps lower over the last two quarters, at 74.5%. Embedded expectations for growth (Future Value Added, FVA)
have declined slightly but remain at historically high levels. Future Growth Reliance (FGR), our P/E ratio equivalent, is currently at 59%,
near record highs of 62% seen in March. We are bullish on the firm’s strong EVA growth trends, which contribute to very strong Risk-
Adjusted Profitability (Quality) but remain watchful of the elevated Valuation levels.

EVA Drivers: Sales, Margins, and Turns EVA Fundamentals: Profitability Level and Growth
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Mastercard Incorporated

Mastercard Incorporated (MA, rated ‘Overweight’): EVA Momentum (growth) for MA has seen two sequential quarters of
improvement and is at a very strong 7.4% as of September. This was driven by an acceleration in top-line growth to 15.6% and a
sustained expansion in EBITDAR Margin to the highest level in five years, at 65%. The Productive Capital Charge (higher is less
preferable) has increased slightly as of the latest reported quarter but remains near historically low levels. Embedded expectations for
growth (FVA) are at very elevated levels at a time when Current Value Added (CVA) has expanded to record highs. FGR has decreased
to 60% as of November 3 but remains near the upper end of the long-term range and close to the all-time high of 64% (March 2025).
We are cognizant of the firm’s very expensive Valuations but remain bullish amidst very strong Risk-Adjusted Profitability, a record-
high level of economic profitability, and accelerating EVA Momentum trends.

EVA Drivers: Sales, Margins, and Turns EVA Fundamentals: Profitability Level and Growth
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Stock-specific Disclaimer

Mastercard Incorporated (MA): Lance Uggla, an individual affiliated with General Atlantic (“GA”), serves on the board of directors of
Mastercard Incorporated, which results in Mastercard Incorporated being considered a “GA Affiliated Company” as contemplated by
ISS’ Policy on Non-Interference and Potential Conflicts of Interest Related to General Atlantic. This policy establishes policies and
procedures to restrict the involvement of GA and any of GA’s employees in the content of ISS’ research offerings, including this
report. Please refer to our website at https://www.issgovernance.com/compliance/due-diligence-materials for more information
regarding ISS’ policies and procedures related to potential conflicts of interest.
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About ISS EVA

We are an independent equity research provider offering investing insights through the use of our proprietary Economic Value Added (EVA) framework.

EVA converts accounting profits into economic profits and charges businesses for the use of Invested Capital. EVA is superior to traditional measures of profit because
it is comparable across companies, industries, and countries, links to a consistent, transparent valuation framework, and provides a unique, unbiased view of Quality,
Value, and Growth.

Our experienced team of analysts offers both fundamental and quantitative company analysis through written research, bespoke research, a stock selection model,
an online analytical tool offering +29,000 companies as viewed through the EVA framework, custom screening, and portfolio analysis.

Key EVA Concepts

The value of a firm = Capital + PV of EVA
If EVA is increasing then the intrinsic value of the firm is too, suggesting that market value should follow (and vice versa).

EVA = NOPAT - Capital Charge
EVA is profit after all costs, including the cost of giving shareholders a decent return.

EVA Margin = EVA / Sales
A true economic profit margin covering income and asset efficiency. Our EVA Income Statement examines EVA’s line item drivers and offers key insights into business
profitability.

EVA Momentum = A EVA / Sales
An incremental EVA growth rate indicator and key valuation signal and screening measure. The more positive the Momentum, the greater the growth in
EVA, and upward pressure on shareholder returns. Inflections in EVA Momentum are an early and more reliable indicator of stock price inflections.

EVA Shock = A EVA Momentum
Changes in EVA Momentum is a powerful signal within our framework, with significant relationship with stock price performance.

Market Implied Momentum (MIM)
The annual EVA improvement required for 10 years to justify the prevailing market enterprise value, expressed as a percent of sales; represents a market implied,
long-range EVA margin improvement target.

Future Growth Reliance (FGR) = (Market implied value of future EVA growth) / EV

Measures the % of a company’s total enterprise value represented by expectations for future growth in EVA. FGR is key to understanding embedded

expectations today and versus history. A low FGR versus history coupled with improving EVA trends indicates that the market is not pricing in the improving business
model.

Additional Resources

evaExpress.com (link): Our online offering provides a comprehensive suite of fundamental and quantitative tools utilizing the EVA framework
EVA for Investors (link): A full introduction to the key EVA concepts and metrics

Analyst Certification - The Research Analyst(s) who prepared this report hereby certify that the views expressed herein accurately reflect the analyst(s) personal
view(s) about the subject company and their securities and that they have not been and will not be directly or indirectly compensated for expressing specific
recommendation(s) or view(s) in the report.

Disclaimers — Copyright © 2024 Institutional Shareholder Services Inc. and/or its subsidiaries (“ISS STOXX”). All rights reserved.

This report and all of the information contained in it, including without limitation all text, data, graphs and charts, is the property of ISS STOXX and/or its licensors
and is provided for informational purposes only. The information may not be modified, reverse-engineered, reproduced or disseminated, in whole or in part,
without prior written permission from ISS STOXX.

This report and the recommendations, ratings and/or other analytical content in the report has not been submitted to, nor received approval from, the United
States Securities and Exchange Commission or any other regulatory body.

The user of this report assumes all risks of any use that it may make or permit to be made of the information. While ISS STOXX exercised due care in compiling this
report, ISS STOXX makes no express or implied warranties or representations with respect to the information in, or any results to be obtained by the use of, the
report. In particular, the recommendations, ratings and/or other analytical content in the report are not intended to constitute an offer, solicitation or advice to buy
or sell securities nor are they intended to solicit votes or proxies. 1SS STOXX shall not be liable for any losses or damages arising from or in connection with the
information contained herein or the use of, reliance on, or inability to use any such information.

Please note the issuer(s) mentioned within this report and/or material may have a commercial relationship with ISS Corporate Solutions, Inc. (“ISS-Corporate”), a
wholly owned subsidiary of Institutional Shareholder Services Inc., or ISS-Corporate may have provided advisory or analytical services to the issuer(s) in connection
with the information described in this report. No employee of ISS-Corporate played a role in the preparation of this report. If you are an institutional client of ISS
STOXX, you may inquire about any issuer’s use of products and services from ISS-Corporate via ProxyExchange or by emailing disclosure@issgovernance.com.
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Additionally, the issuer(s) mentioned within this report and/or material may be a client of ISS STOXX, or the parent of, or affiliated with, a client of ISS STOXX. One
or more of the proponents of a shareholder proposal at an upcoming meeting may be a client of ISS STOXX, or the parent of, or affiliated with, a client of ISS STOXX.
None of the sponsors of any shareholder proposal(s) played a role in preparing this report.

ISS STOXX is majority owned by Deutsche Borse AG (“DB”), an international exchange organization. Both ISS STOXX and DB have established standards and

procedures to protect the integrity and independence of the research, recommendations, ratings and other analytical offerings (“Research Offerings”) produced by
ISS STOXX.

Further information about conflict mitigation can be found here.
Registered Trademarks - EVA®, EVA Momentum® and PRVit® are registered trademarks, and VARP™ and Value-At-A-Reasonable-Price™ are trademarks of

Institutional Shareholder Services Inc. and EVA Dimensions, LLC. Russell 3000 is a registered trademark of The Frank Russell Company. S&P is a registered trademark
of The McGraw-Hill Companies.

EVA is a registered services mark of Institutional Shareholder Services Inc. (in the field of financial data, valuation analytics and investment management) and of Stern
Stewart & Co. (in the field of financial and incentive consulting).

Research Division
Senior Management Team

Gavin Thomson Casey Lea
Executive Director Executive Director
Global Director of Fundamental Research Global Director of Quantitative Research
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