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June 12, 2013 
 

Following the cancellation of the WorldPay sales process, announced 
exclusively by Reuters, some analysts and media outlets have commented 
that the payments industry may be declining in attractiveness from 
previous levels.  For example, according to the Reuters article, “Once a 
lucrative sector, payment processing has come under pressure from 
increased competition and technological change that has seen many 
companies struggle to retain their customers and maintain their pricing 
models.” 

TSG Analysis - WorldPay Auction Postmortem 

The above statement may assume that all payments companies are exposed to the same competitive threats and that valuations are 
strictly based on sector attractiveness; this may be inappropriately painting the entire industry with a broad brush (see previous TSG 
analysis).  It should also be noted that the three final bidders were major investment firms that are not currently highly invested in the 
merchant acquiring industry, yet are pursuing opportunities in this segment, indicating that they find it to be attractive.  
  
Using publicly available data, TSG has analyzed WorldPay as well as several large public payments companies.  TSG’s analysis would 
indicate a more nuanced review of the industry is needed to fully understand its current dynamics.  WorldPay’s ownership (Advent/Bain) 
likely saw more value in retaining WorldPay relative to reinvestment alternatives.  In 2012 TransFirst and First American Payment Systems 
made the decision not to sell in potentially similar scenarios.   
 
Data in the Reuters article states WorldPay average EBITDA of $110 million ($90 to $130 million) and an offer price of $800 million to $1 
billion indicating a 7.3x to 9.1x EBITDA.  The analysis on the following page utilizes these assumptions.   

The views expressed are those of TSG and are subject to change.  They are shared for educational purposes only. The 
information is based upon information we consider reliable, but its accuracy and completeness cannot be guaranteed.    

http://www.reuters.com/article/2013/05/31/us-worldpay-sale-idUSBRE94U0TH20130531
http://www.reuters.com/article/2013/05/31/us-worldpay-sale-idUSBRE94U0TH20130531
http://origin.library.constantcontact.com/download/get/file/1111273965379-247/TSG+-+ETA+Economic+Indicators+Report+May+2013+Final.pdf
http://origin.library.constantcontact.com/download/get/file/1111273965379-247/TSG+-+ETA+Economic+Indicators+Report+May+2013+Final.pdf
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Bidders’ Perspective on Low Offering Seller’s Perspective on Removing Offer From Market 

• Seller is likely at high end of offer range of $1 billion equating to an 
EV/EBITDA multiple of 9.1x which is consistent with current market 
valuations   

• Failed deals in 2012, TransFirst and First American Payment 
Systems, may indicate sellers are seeing more value in retaining 
acquiring businesses relative to reinvestment alternatives 

• Moody’s Investor Service commented that sale of WorldPay U.S. 
would lead to slower growth in WorldPay Group due to resulting 
heavy concentration on Eurozone economy; could be indicative of 
credit downgrade upon sale if recapitalization not possible due to 
too low an offer price 

• Moody’s comment would also indicate higher relative growth in 
WorldPay’s U.S. business, which is an incentive to the seller to 
retain this asset if not able to obtain a market valuation  
 

Apparently WorldPay ownership saw more value in retaining the asset than other reinvestment alternatives; the fact that they did not sell at a 7.3 
multiple indicates ownership is confident in WorldPay’s future performance 

• Bidders are likely at low end of offer range near $800 million equating to 
an EV/EBITDA multiple of 7.3x which is well below current market 
valuations 

• Bidders’ growth projections may be more conservative than that of seller 
leading to a lower multiple and a difference in agreed upon value; this is 
one of many drivers  that are unknown 

• Payments companies as a whole have been outperforming the market as 
indicated by the TSG Payments Index (upper right chart) performance 
compared to the S&P 500, as is WorldPay’s high multiple of 9.1 

• The average multiple of the public payments companies  listed in the 
chart above is 9.1 (HPY, GPN, TSS, VNTV), the same as the high multiple 
of WorldPay; comparatively speaking, a seller would not settle for less 
than market 
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Sources: TSG Metrics, Yahoo Finance, InFinancials.com, Reuters 
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About TSG 
The Strawhecker Group (TSG) is a management consulting company focused on the electronic payments industry.  
  
TSG’s Service Groups 
 
Payments Strategy - Payments Strategy encompasses the full spectrum of advisory services within the Payments Industry. The depth of these services is built on 
deep industry knowledge - the Partners and Associates of the firm have an average of over 20 years of industry experience. With clients from card issuers to 
merchant acquirers, TSG has the experience and expertise to provide real-time strategies. 
Transaction Advisory - Whether buying or selling, seeking investment funding, or planning your company’s exit strategy, TSG’s experience can be critical to 
achieving success. TSG has performed more than 100 Payments Company Valuation and/or Business Assessments in the past three years - ranging in value from 
$1 million to $1 billion. 
TSG Metrics - TSG Metrics, the strategic research and analysis division of TSG, provides the Payments Industry with highly focused research and industry-wide 
studies. TSG Metrics takes data, boils it down to information, transforms it to knowledge and presents it to provide wisdom to its client partners. 
  
TSG’s Unparalleled Experience 
TSG consists of Industry leaders with extensive experience leading teams through explosive growth periods, mergers and acquisitions, and international and 
domestic expansion within the Payments Industry. Both Partners and Associates of the firm have held key senior management positions at leading industry 
companies including First Data / First Data International, Visa Inc., MasterCard, TSYS, Humboldt Merchant Services, WorldPay, Heartland Payment Systems, 
Cardservice International, iPayment, Alliance Data, RapidAdvance, Accenture Consulting, Redwood Merchant Services, Chase Paymentech, as well as other 
leading financial institutions and Payments companies. 
  
TSG’s Influence Shapes the Payments Industry 
Over the last three years, TSG has completed over 400 projects for more than 200 different clients including financial institutions, merchant acquirers, card 
issuers, card associations, technology providers, ISOs, processing companies and the investment community.  Additionally, the firm and its Associates sit on 
several industry committees whose focuses range from emerging product development to governmental regulation advisement.   
 
Other recent TSG reports and analysis include (Click for more information): 

Should Merchant 
Acquirers Beware of 

Square? 

TSG Analysis: TSYS 
Acquisition of NetSpend 

What Benefits Me By 
Paying a Credit Card 

Swipe Fee 

TSG Mobile Payments 
Infographic 

ETA/TSG Q1 2013 
Economic Indicators 

Report  

For more information, contact TSG at info@thestrawgroup.com 
Subscribe to TSG's NewsFilter * PaymentsPulse.com * Follow TSG on Twitter * Follow TSG on LinkedIn * TheStrawGroup.com 

http://paymentspulse.com/wp-content/uploads/2012/11/TSG-Square-Infographic.pdf
http://paymentspulse.com/wp-content/uploads/2013/03/TSG-TSYS-NetSpend-Acquisition-Analysis-03062013.pdf
http://paymentspulse.com/wp-content/uploads/2013/02/TSG-Infographic-Credit-Card-Swipe-Fees.pdf
http://paymentspulse.com/wp-content/uploads/2013/04/Pay-with-Phone-Infographic.pdf
http://origin.library.constantcontact.com/download/get/file/1111273965379-247/TSG+-+ETA+Economic+Indicators+Report+May+2013+Final.pdf
mailto:info@thestrawgroup.com
http://visitor.r20.constantcontact.com/manage/optin/ea?v=001ipHfjvAPgXOdrgb7Sg54fiYzEb7EAFBA3a39k9AtiILVUMhlgu4HUW7nUKNbLr6opfpit1xH2l0=
http://visitor.r20.constantcontact.com/manage/optin/ea?v=001ipHfjvAPgXOdrgb7Sg54fiYzEb7EAFBA3a39k9AtiILVUMhlgu4HUW7nUKNbLr6opfpit1xH2l0=
http://newsfilter.thestrawgroup.com/t/r/l/tlirljt/dlldeoi/u/
https://twitter.com/thestrawgroup
http://newsfilter.thestrawgroup.com/t/r/l/tlirljt/dlldeoi/p/
http://www.thestrawgroup.com/

