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(212) 588-6582 First Data Corporation

mpalmer@btig.com Downgrading to Neutral (from Buy) As Accretion from
Giuliano Bologna FIS Transaction Largely Reflected in FDC Share Price

(212) 588-6583

gbologna@btig.com We are downgrading First Data Corporation (FDC) to Neutral (from Buy)

and removing our price target of $28 as we believe the accretion from the
company’s agreement announced January 16 to be acquired by Fiserv (FIS,
Not Rated) in an all-stock deal is now largely reflected in its share price.
Moreover, we do not expect FDC to attract additional bidders and expect
that the deal to create the world’s largest payment processor should close
as scheduled in 2Hag.

»  Shares of FDC have rallied by more than 43% since the company
FDC 25.15 announced its agreement to have its shareholders receive 0.303 new
S FIS share for each share of FDC. At the time that equated to $22bn of
implied equity value, or $22.74 per share. The companies stated that
NEUTRAL the deal would be accretive to FIS's adjusted earnings per share by
more than 20% in the first full year following its close.

52 week range S$14.99 - $26.24
Market Cap (m) $24,270 » The 4Qa8results and FY1g guidance that FDC reported yesterday
- were in line with the company’s January 16 preannouncement. The
company’s 4Q18 adjusted EPS of $0.38 matched management’s
— fpC 28.86 preliminary expectation, as did its total segment revenue of $2.185bn,
SpX 25 7s which was up 6% on an organic, FX-neutral basis.
» FDCguided to FY1g adjusted EPS in a range of $1.55 to $1.58, which
22.62 was consistent with management’s preannouncement of adjusted EPS
1050 growth in the low double digits, and it reaffirmed its preannounced
' guidance of FY1g9 total segment revenue growth of 5% to 6% on an
1698 organic, FX-neutral basis.
13,26 » FDC’'s North America Global Business Solutions (GBS) unit —the
o o @ oo o o0 0 0 o 0 o s O segment of the company that comes under the most scrutiny by
DR R investors given its ongoing turnaround — posted 4Q18 revenue of
s <= < oz o
$1.1bn, up a healthy 5% on an organic, FX-neutral basis despite what
Source: IDC . . .
management described as a “modest decline” in its bank JV channel.
> Valuation: Based on our valuation for FDC, we believe the company’s
shares will trade within +/- 15% from current levels over the next 12
months. BTIG does not assign price targets to Neutral-rated stocks.
Estimates
1018 A 2Q18A 3Q18 A 4Q18A FYI8A | 1Q19E 2QI19E 3QI19E 4Q19E FY1SE | FY20E
EBITDA (Ad].) 730 864 815 855 3,324 776 930 911 1,071 3,688 3,889
Diluted EPS (Adj].) 0.29 0.39 0.35 0.38 1.48 0.34 0.44 0.43 0.53 1.74 2.00

Source: BTIG Estimates and Company Documents ($ in millions, except per share amount)

Please Read: Important disclosures and analyst’s certification appear in Appendix




Dec-16 Mar-17 Jun-17 Mar-18 Jun-18 Sep-13

Total revenues (excluding reimbursable items) 7,764 7,839 1,882 2,035 2,081 2,131 8,129 2,084 2,294 2,158 2,193 8,679 2,183 2,328 2,277 2,352 58,140 8,596
Cost of services 2,891 2,855 700 691 6598 674 2,763 779 751 741 734 3,005 805 791 764 714 3,074 3,227
Cost of products sold 357 337 80 91 a6 a2 359 - - - - - - - - - - -
Selling, general and administrative 2,271 2,035 525 518 564 571 2,178 647 683 665 656 2,651 672 662 657 618 2,610 2,731
Depreciation and amortization 1,022 949 228 237 248 259 972 250 255 248 256 1,009 255 260 253 261 1,029 1,050
Restructuring 53 61 21 29 57 35 143 - 17 29 13 59 - - - - - -
Total expenses (excluding reimbursable items) 6,594 6,237 1,555 1,566 1,663 1,631 6,415 1,736 1,706 1,683 1,659 6,724 1,732 1,713 1,673 1,554 6,713 7,007
Operating Profit 1,170 1,602 327 469 418 500 1,714 348 538 475 534 1,955 451 615 603 758 2,427 2,589
Adjusted EBITDA 2,731 2,892 651 786 787 848 3,072 730 864 815 855 3,324 776 930 911 1,071 3,688 3,889
Interest expense (1.540) (1,068) (234) (238) (234) (231) (937) (233) (234) (231) (219) (917) (205) (200) (196) (192) (793) (724)
Loss on debt extinguishment (1,068) (700 (56) (15) (1) (&) (80) - (1) (2) (150) (153) - - - - - -
Other income (expense| 29 17 (1) (2) (4) 23 16 (3) 2 202 - 201 - - - - - -
Loss before income taxes and equit earnings in affiliates (1,406) 481 36 214 179 284 713 112 305 444 165 1,086 246 415 407 566 1,633 1,866
Income tax expense (benefit) 101 81 12 28 (108) (663) (729) 27 (37) 54 5 49 68 114 112 156 449 504
Equity earnings in affiliates 239 260 55 57 55 55 222 49 60 58 54 221 55 55 55 55 218 220
Net income (loss) (1,268) 660 79 243 340 1,002 1,664 134 402 a8 214 1,258 233 355 350 465 1,402 1,582
Less: net income attributable to noncontrolling interests 213 240 43 58 44 54 199 33 61 47 52 193 60 60 60 60 240 227
Net income (loss) attributable to first data corporation (1,481) 420 36 185 296 948 1,465 101 341 401 162 1,065 173 295 290 405 1,162 1,355
Diluted EPS - Adjusted S0.74| $1.32 50.28 50.40 50.40 50.44 $1.52 $0.29 $0.39 $0.35 $0.38 51.48| 50.34 5044 5043 $0.53 $1.74| $2.00|
Diluted shares outstanding 5209 5214 931.0 938.0 9440 9450 9395 846.0 8540 865.0 961.0 956.5 868.2 873.0 8779 88238 8755 8706
Net income (loss) attributable to first data corporation (1,481.0) 420.0 36.0 185.0 296.0 948.0 1,465.0 101.0 341.0 401.0 162.0 1,065.0 1729 2951 289.6 404.7 1,162.3 1,355.2
Adjustments for non-wholly-owned entities (26.0) (30.0) (6.0) (6.0) (9.0) (9.0) (30.0) (18.0) (4.0) (7.0) (6.0) (35.0) - - - - - -
Depreciation and amortization 10220 949.0 2280 2370 2480 259.0 9720 2500 2550 2480 256.0 1,009.0 2550 260.1 253.0 2611 1,029.2 1,049.8
Interest expense 1,5400 1,068.0 2340 2380 2340 2310 Q37.0 2330 2340 2310 219.0 917.0 20456 2005 1963 1921 7935 7237
Loss on debt extinguishment 1,068.0 700 56.0 15.0 10 80 800 - 10 20 1500 1530 - - - - - -
Other items 710 710 260 330 61.0 120 1320 63.0 150 (173.0) 130 (82.0) - - - - -
Income tax benefit (income) 1010 810 120 28.0 (106.0) (663.0) (729.0) 270 (37.0) 54.0 50 49.0 67.7 1140 1119 1556 4492 5037
Stock based compensation 3300 263.0 65.0 56.0 62.0 62.0 2450 740 58.0 58.0 56.0 2480 759 805 605 57.4 2542 2567
Adjusted EBITDA 2,731.0 2,892.0 651.0 T86.0 787.0 848.0 3,072.0 7300 864.0 815.0 855.0 3,324.0 776.0 930.2 911.2 1,071.0 3,688.4 3,889.1
Tax rate -7.2%| 16.8%| 33.3% 13.1% -59.2% -2335% -102.2%| 241% -12.1% 122% 3.0% 4.5%| 27.5% 27.5% 27.5% 27.5% 27.5%| 27.0%)
Average cost of debt 7.8%| 5.8%| 5.0% 5.2% 5.0% 4.3% 4.9%| 49% 5.0% 5.2% 5.0% 5.3%| 4.38% 4.38% 4.8% 4.8% 5.0% 5.0%
Revenue growth 2.9%) 1.0%| 06% 30% 41% 6.9% 37%) 107% 10.3% 37% 29% 6.8% 48% 38% 55% 73% 53% 5.0%
Adjusted EBITDA growth 0.8%| 5.9%) 2.4% 5.4% 6.5% 10.0% 6.2%) 121% 9.9% 3.6% 0.8% 8.2%) 6.3% 7% 11.8% 253% 11.0%) 5.4%
Adjusted EBITDA margin 35.2%| 36.9%| 34.6% 38.6% 37.8% 39.8% 37.8%| 35.0% 38.5% 37.8% 39.0% 38.3%| 35.5% 40.0% 40.0% 45.5% 40.4% 40.5%|

Source: BTIG Estimates and Company Reports
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Appendix: Analyst Certification and Other Important Disclosures

Analyst Certification
[, Mark Palmer, hereby certify that the views about the companies and securities discussed in this report are
accurately expressed and that | have not received and will not receive direct or indirect compensation in exchange
for expressing specific recommendations or views in this report.
I, Giuliano Bologna, hereby certify that the views about the companies and securities discussed in this report are
accurately expressed and that | have not received and will not receive direct or indirect compensation in exchange
for expressing specific recommendations or views in this report.

Regulatory Disclosures

Ratings Definitions

BTIG LLC's ("BTIG") ratings, effective June 12, 2017, are defined as follows:

BUY — A security which is expected to produce a positive total return of 15% or greater over the 12 months following
the recommendation. The BUY rating may be maintained as long as it is deemed appropriate, notwithstanding
price fluctuations that would cause the target to fall outside of the 15% return.

SELL — A security which is expected to produce a negative total return of 15% or greater over the next 12 months
following the recommendation. The SELL rating may be maintained as long as it is deemed appropriate,
notwithstanding price fluctuations that would cause the target to fall outside of the 15% return.

NEUTRAL - A security which is not expected to appreciate or depreciate meaningfully over the next 12 months.
NOT RATED - A security which is not rated or covered by BTIG.

UNDER REVIEW - Effective immediately, coverage of the following securities is Under Review. Ratings, price
targets, disclosures, and estimates for the companies listed below are suspended and should no longer be relied
upon.

Distribution of Ratings and Investment Banking Clients

BTIG must disclose in each research report the percentage of all securities rated by the member to which the
member would assign a “buy”, “neutral” or “sell” rating. The said ratings are updated on a quarterly basis. BTIG
must also disclose the percentage of subject companies within each of these three categories for whom the
member has provided investment banking services within the previous twelve months. Stocks under coverage as

of the end of the most recent calendar quarter (December 31, 2018): 331

Distribution of BTIG's Research Recommendations (as of December 31, 2018):
BUY: 59.8%; NEUTRAL: 38.1%; SELL: 2.1%

Distribution of BTIG's Investment Banking Services (as of December 31, 2018):
BUY: 27.3%; NEUTRAL: 11.1%; SELL: 0.0%

For purposes of FINRA ratings distribution rules, BTIG's stock ratings of Buy, Neutral and Sell fall into Buy, Hold and
Sell categories, respectively.

Company Valuation and Risk Disclosures
First Data Corporation (FDC, Neutral)

Valuation: Based on our valuation for FDC, we believe the company’s shares will trade within +/- 15% from
current levels over the next 12 months. BTIG does not assign price targets to Neutral-rated stocks.

Risks: The primary risks to our thesis include: Competition, significant leverage and interest rate risks, the
overhang associated with majority ownership, chargeback liability, security breaches, foreign exchange risks,
consolidation of card-issuing banks, risks associated with the pending merger.

BTIGLLC Mark Palmer (212) 588-6582 www.btigresearch.com
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Note: Closing Price and Tavget Price have been adiusted for corporate actions.

Date Closing Price (%) Target Price (%) Analyst Rating
17-Mow-15 1682 A Mark Falmer Meutral
10-Feb-16 9.35 13 Mark Falmer Buy
O7-Mar-1& 13.34 MA MWark Falmer Meutral
J1-Aug-15 13.02 15 Mark Palmer Buy
17-Mow-16 15.43 18 MWark Falmer Buy
1%-Jun-17 12.44 23 MWark Falmer Buy
14-Jun-18 2161 27 MWark Falmer Buy
30-Jul-18 23.34 28 MWark Falmer Buy

Other Disclosures
Additional Information Available Upon Request

General Disclosures

Research reports produced by BTIG LLC ("BTIG") are published for and intended to be distributed solely to BTIG
institutional and corporate clients. Recipients of BTIG reports will not be considered clients of BTIG solely because
they may have received such BTIG report.

The research analyst(s) responsible for the preparation of this report receives compensation based upon a variety
of factors, including the quality and accuracy of research, internal/client feedback, and overall Firm revenues.

BTIG reports are based on public information and BTIG considers the same to be reliable, comprehensive
information, but makes no representation or warranty that the reports are accurate or complete. BTIG opinions and
information provided in this report are as of the date of the report and may change without notice. An issuer may
be classified as “"Under Review” or “"Research Restricted”. In these cases, investors should consider any previous
investment recommendation and/or rating to a subject company/issuer to no longer be current and should not be
relied upon nor considered a solicitation.

This research reportis not an offer to buy or sell or solicitation of an offer to buy or sell any security in any jurisdiction
where such an offer or solicitation would be illegal. This research report was not drafted specifically for any
particular individual or entity and is not a personal recommendation to participate in any particular trading strategy
or transaction. Any recipient of this research report should obtain independent advice specific to their personal

Mark Palmer (212) 588-6582 www.btigresearch.com
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circumstances before undertaking any investment activity and must make their own independent evaluation of any
securities or financial instruments.

Facts, views or opinions presented in this report have not been reviewed by, and may not reflect information known
to, employees or other professionals in the "BTIG Group” (BTIG Group includes, but is not limited to, BTIG and its
parents, subsidiaries and/or affiliates). BTIG Group employees, including Sales Representatives and Traders, may
provide oral or written commentary or advice that may be inconsistent with the opinions and/or views expressed in
this research report. BTIG Group employees and/or its affiliates not involved in the preparation of this research
report may have investments in securities or derivatives of securities of companies mentioned in this report that
are inconsistent with the views discussed in this report.

Investors in securities products bear certain risks in conjunction with those investments. The value of, and income
from, any investments may vary because of changes in interest rates or foreign exchange rates, securities prices or
market indexes, operational or financial conditions of companies or other factors within or beyond the companies
control. Recipient of the research reports should be aware that investments in securities may pose significant risks
due to the inherent uncertainty associated with relying on forecasts of various factors that can affect the earnings,
cash flow and overall valuation of a company. Any investment in securities should be undertaken only upon
consideration of issues relating to the recipient’s overall investment portfolio and objectives (such as diversification
by asset class, industry or company) as well as time horizon and liquidity needs. Further, past performance should
not be taken as an indication or guarantee of future performance, and no representation or warranty, express or
implied, is made regarding future performance. There may be time limitations on the exercise of options or other
rights in any securities transactions.

Investing in foreign markets and securities, including ADRs, is subject to additional risks such as currency
fluctuation, limited information, political instability, economic risk, and the potential for illiquid markets. Investing
in emerging markets may accentuate these risks. Non-U.S. reporting issuers of foreign securities, however, may
not make regular or complete public disclosure relating to their financial condition or the securities that they issue.

The trademarks and service marks contained herein are the property of their respective owners. Third-party data
providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness
of the data they provide and shall not have liability of any damages of any kind relating to such data. The report or
any portion hereof may not be reprinted, sold or redistributed without the written consent of BTIG. This report is
intended only for use by the recipient. The recipient acknowledges that all research and analysis in this report are
the property of BTIG and agrees to limit the use of all publications received from BTIG within his, or her or its, own
company or organization. No rights are given for passing on, transmitting, re transmitting or reselling the
information provided.

Jurisdiction and Dissemination
BTIG is a U.S. broker-dealer and member of FINRA and SIPC.

BTIG Australia Limited ACN 128 554 601, member of ASIC and ASX; BTIG Hong Kong Limited, an Exchange
Participant of SEHK and licensed and regulated by the SFC; BTIG Ltd, member of the LSE, authorized and regulated
by the FSA; and BTIG Singapore Pte Ltd, registered and licensed with MAS; are all separate but affiliated entities
of BTIG. Unless governing law permits otherwise, you must contact a BTIG entity in your home jurisdiction for
further information, or if you want to use our services in effecting a transaction.

Issued and approved for distribution in the UK and EEA by BTIG Ltd. to eligible counterparties and professional
clients only. Issued and distributed in Australia to “wholesale clients” only by BTIG Australia Limited. In Singapore
and Hong Kong, further information may be obtained from BTIG Singapore Pte Ltd and BTIG Hong Kong Limited,
respectively.
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