
 

 

 

 

 

 

 

  

EQUITY OVEREVIEW 

 Forward P/E: 92x 
 Current  Ratio: 1.3 
 5Y Beta: 1.06 
 YTD Return: 3.28% 

 Ticker: DIS (NYSE) 
 52 Week Range:$79.07 – $193.85 
 Market Cap: $333.21B 
 2/16/21 Close: $186.35 

COMPANY DESCRIPTION  

The Walt Disney Co. is an entertainment and media company. It operates through the following segments: Media 
Networks, Parks, Experiences and Products, Studio Entertainment and Direct-to-Consumer and International 
(DTCI). The Media Networks segment includes TV content production and distribution. The Parks, Experiences 
and Products Disney’s various theme parks, resources, and cruise services. The Studio Entertainment segment 
produces motion pictures and other multimedia content. The DTCI segment licenses the company's trade names, 
characters and visual and literary properties to various manufacturers, game developers, publishers and retailers 
throughout the world. It also includes the streaming services recently started/acquired by the company. The 
company was founded by Walter Elias Disney on October 16, 1923 and is headquartered in Burbank, CA. 

CATALYSTS & RISKS  

Primary Growth Catalysts 
 DTC / Streaming business first reorganization, investing 

heavily in growing recurring revenue 
 Disney+ rapid domestic adoption and continuing 

international expansion, iconic franchises 
 Dominant across entirety of media and entertainment 

landscape, a rapidly changing industry 
 Normalization of advertising spending on linear TV 
 Have not seen full extent of business performance with 

parks and streaming in full swing 
 Return of sporting events and scheduled Tokyo Olympics 
 Surprise earnings beat across the board in Q1’21 

Primary Investment Risks 
x Failure to pivot to a sustainable DTC model 
x Failure to capture widespread international adoption and 

redemption of   
x Sustained adverse impacts from COVID-19 
x Appearance and spread of new COVID-19 variants 
x Appears to be valued as a tech stock for the time being, 

unsure how this will play out long term 

OVERALL INVESTMENT THESIS  

Despite heavy impacts on largest business segments from the COVID-19 pandemic, Disney has been quick on their feet to 
pivot and adopt a DTC first business model. While parks, cruise ships, resorts, and retail locations drastically underperformed 
in 2020, the company saw surprising growth and retention in of its streaming properties, particularly Disney+ and Hulu. The 
company has been clear that streaming and DTC will be the primary catalyst of growth for the foreseeable future. Given the 
current value of Disney’s streaming unit sits around $108B (Barclays), and when compared to streaming company Netflix’s 
market cap of $250B, we believe the market is undervaluing this segment of the business and suggests potential for significant 
future return potential beyond the broader industry index. Furthermore, Disney management expects parks, experiences, and 
products to be back in full swing by fiscal year 2022 – 2023. We see this as an underestimated growth driver as the parks that 
are currently open are not only operating at a profit, but seeing a sizable increase in per capita spending. This is conducive to 
our thesis that there exists significant pent up demand for the on-of-a-kind Disney parks, cruises, and resorts offer. The overall 
increase in savings rates and cash on hand through continued stimulus payments supports this thesis as consumers will be 
more willing to spend. The stock price has already seen sizable gains since April 2020, however, we believe this run has plenty 
of room left to expand as Disney+ grows, parks reopen, advertising spend normalizes, and the new movie release model is 
optimized to maximize revenue to the firm. We recommend a BUY with 18.77% upside and a 2.5-3% reallocation from XLC.  



 

 

 

 

 

 

 

APPENDIX: Valuation Models 

APPENDIX: Valuation Models  Comps 


