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Introduction

The first quarter of 2026 has exposed a profound disconnect between narrative-driven price action
and underlying fundamental reality within the financial sector. While the industry’s structural
monopolies, such as Visa, Mastercard, Blackstone, and S&P Global, have faced aggressive year-
to-date sell-offs, a granular analysis suggests the market is erroneously conflating temporary
macroeconomic headwinds and thematic anxieties with permanent structural erosion. This report
dissects the current multiple compression against a backdrop of structurally higher interest rates
for longer. We demonstrate that the apparent evaporation of the Equity Risk Premium is a
deceptive metric that ignores the compounding power of these assets, offering a rare entry point
into the most resilient cash-flow engines of the global economy.

KEY TAKEAWAYS

* The "Compounding Bond" Superiority: Despite structurally higher rates, these monopolies
deliver double-digit EPS growth and absolute pricing power, acting as inflation-proof vehicles that
outpace static sovereign yields.

* Narrative Capitulation: The YTD drawdowns reflect a psychological panic over unquantified
macro fears (e.g., regulation, Al disruption), entirely ignoring the impregnable "toll-bridge" nature
of these business models.

* Yield vs. Growth Mispricing: A panicked rotation toward static yield has temporarily penalized
high-quality moats. However, elite operational leverage and clinical buyback programs remain
the true, undeniably superior drivers of terminal value.
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1. Market Overview

The financial landscape of 2026 is defined by a violent transition from an era of volatility suppression to a
regime of structural capital scarcity. For over a decade, the global economy operated under a framework
of "easy money" and subsidized growth, where high-multiple entities were insulated from the true cost of
capital. Today, that insulation has vanished. The reassertion of the US 10-Year Treasury as a structural
benchmark, sustained by persistent inflationary pressures and a "higher-for-longer” monetary stance,
has fundamentally altered the discounting mechanism of the entire financial ecosystem.

This shift has triggered a selective de-rating across the sector. The market is no longer pricing growth in a
vacuum; it is stress-testing the resilience of business models against a restrictive monetary backdrop. While
traditional, low-multiple financial institutions have managed to anchor their valuations, the industry’s
strategic heavyweights, Visa, Mastercard, Blackstone, and S&P Global, have become the primary
casualties of this duration-sensitive repricing.

The current drawdown is exacerbated by a convergence of thematic headwinds. From the intensifying
regulatory scrutiny on payment interchange fees to the cyclical slowdown in global debt issuance and the
opaque mark-to-model valuations in private markets, the "noise" of the current cycle has reached a
crescendo. In this environment, the market's focus has narrowed to immediate yield certainty.
Consequently, when calculated against the current risk-free benchmarks, the Equity Risk Premium of these
sector leaders has compressed to historical lows, leading many participants to erroneously signal a
fundamental decay in their competitive moats.

However, a strictly macroeconomic perspective suggests that this is a crisis of sentiment, not of
solvency. We are witnessing a classic period of narrative capitulation, where the market over-corrects for
macro uncertainty by penalizing the most efficient cash-flow engines in existence. The transition to a
structurally higher interest rate environment is indeed a headwind for valuations, but it does not erode the
"toll-bridge™ status of these global infrastructures. This overview establishes the baseline for our analysis:
the current market volatility reflects a broad-based macroeconomic adjustment, creating a rare dislocation
between the "tape" and the immutable cash-flow generation power of these fortress financials.
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2. Visa Inc. (NYSE: V) VISA

1) The Ultimate Tollbooth: Monetizing Global GDP

Visa is a non-traditional financial institution that operates the proprietary "four-party" infrastructure network,
VisaNet. It does not issue cards, extend credit, or take on consumer credit risk, instead acting as a toll-
bridge on global money movement. Visa monetizes its role by charging for secure routing and processing
of $17 trillion in total volume through three primary revenue pillars:

o Service Revenue: Fees from nearly 14,500 financial institutions, scaling with global payment
volume across 5 billion active credentials.

o Data Processing Revenue: Transactional revenue from 258 billion authorizations, clearings, and
settlements, creating a massive, recurring stream.

e International Transaction & Value-Added Revenue: High-margin yield on cross-border
processing, currency conversion, and a $520 billion Value-Added Services (VAS) opportunity,
including proprietary Al-powered fraud and risk solutions that embed the company deeper into the
ecosystem.

Il) Financials: A Masterclass in Capital Efficiency

A granular review of the fiscal year 2025 financial highlights an operational framework defined
by extraordinary scalability and unparalleled capital efficiency. The quantitative metrics do not merely
reflect growth; they mathematically prove the sheer dominance of Visa's toll-bridge model.

Visa concluded the fiscal year reporting Sales of $41.39B, representing YoY growth of 11%. Maximizing
revenue is paramount for companies like Visa, given the substantial initial fixed costs required to establish
the technological infrastructure and services offered. A robust Operating Margin of 67.2% underscores
the company's superior performance in profit generation, largely attributable to its asset-light business
model. This structural advantage, coupled with high operational efficiency and sustained growth,
facilitated a Net Income increase to $20.59B, a +2% YoY change. Visa's business model enabled it to
achieve a Return on Invested Capital (ROIC) of 33.39% (implying that for every $100 of equity or debt
invested, $33.39 of value is generated; at this rate, the company can recoup its entire required capital outlay
in approximately three years). This high ROIC supports substantial share buybacks, as only a minimal
fraction of earnings must be reinvested to sustain growth. This efficiency is further reflected in the Return
on Equity (ROE) of 51.54%.

The balance sheet provides further evidence of the company's efficiency and financial resilience. Visa
substantially increased its Cash and Short-term Investments to $23.19B (+19.23%), significantly
strengthening its liquidity position and its capacity to withstand systemic stress scenarios, a situation
mitigated by the virtual absence of credit risk.

The cash flow statement corroborates the previously reviewed financial strength. In 2025, Visa’s Capital
Expenditure (CapEx) stood at $1.48B (+17.9% YoY). Despite this increase, it corresponds to just 3.58%
of Sales. This ratio highlights the minimal capital investment required to ensure ongoing growth,
representing the firm's true competitive advantage: generating substantial revenue with relatively
diminutive investments. Ultimately, a Free Cash Flow Conversion Ratio of 85.34% confirms the complete
picture: negligible credit risk, low investment requirements, and exceptional scalability. This ratio quantifies
the percentage of "real money" generated from Net Income that is available for discretionary use. It
emphasizes the quality of Visa’'s revenues, driving Visa's sustained long-term growth.

lll) The Tape: Separating Noise from Fundamentals

Evaluating the price action heading into the April 20, 2026, close, the stock is navigating a significant
corrective phase at a current price of $317.02. Visa is currently experiencing a drawdown of 15.57% from
its All-Time High (ATH) of $375.51 and a correction of 9.39% since the start of 2026. As illustrated in
Figure 1, the tape historically displayed a clear distribution pattern driven by elevated selling volume,
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although recent sessions suggest an attempted consolidation phase as the stock tries to form a base
around current levels.

Figure 1: Visa price performance and recent drawdown phase
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This broader technical weakness appears to be driven by narrative overhangs, namely, US regulatory
anxieties (e.g., the Credit Card Competition Act) and fears of a macro-driven consumer slowdown, rather
than a deterioration of underlying fundamentals. In reality, Visa acts as a natural inflation hedge; higher
consumer prices mechanically translate to higher nominal payment volumes and, subsequently, higher fee
revenues.

The severity of this technical drawdown is likely exacerbated by systematic execution and passive indexing
flows, which mechanically punish near-term momentum breakdowns regardless of the underlying cash-flow
quality. In an environment hypersensitive to duration risk and shifting liquidity, algorithmic selling forces a
multiple compression that completely divorces the stock’s short-term price action from its resilient,
duopolistic cash-generation profile.

Additionally, Wall Street's cyclical panic regarding alternative payment rails, whether account-to-account
(A2A) frameworks, regulatory-driven domestic networks, or decentralized ledgers, historically presents a
textbook contrarian indicator. The market repeatedly fails to grasp that Visa operates as the apex
infrastructure layer, systematically absorbing these perceived technological threats through strategic
partnerships rather than being displaced by them. Pricing in structural obsolescence risk for a network of
this density is an exercise in analytical futility, yet it mechanically exacerbates the current downward
momentum. Furthermore, this broad-based capitulation reveals a fundamental misclassification of the
asset. The market is mechanically applying the already-priced-in 'higher-for-longer' rate penalty to Visa as
if it were a speculative, high-duration technology equity with vulnerable, backloaded cash flows. This is a
profound analytical error for an infrastructure utility whose cash generation is immediate and continuous.
By forcing this unwarranted duration-risk discount, the market is effectively subsidizing Visa's capital return
program. At these depressed valuations, every dollar of free cash flow deployed into share repurchases
becomes exponentially more accretive, allowing management to weaponize Wall Street's own irrationality
to permanently shrink the equity float and systematically force future EPS beats

The prevailing negative sentiment has triggered a sharp compression in Visa's trading multiples. As
highlighted in Figure 2, the Forward P/E multiple has compressed to exactly 23.92x.
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Figure 2: Visa forward price to earnings ratio chart displaying historical trends and the current valuation
level

Average: 26.67

Source: Tickr Terminal

For historical context, Visa's average forward multiple has consistently hovered around 26.67x. The
visual evidence in the chart underscores a severe deviation below its historical mean. This current
contraction to 23.92x suggests that the market is aggressively pricing in a pessimistic, worst-case
consumer scenario. For an asset-light business with near-70% operating margins and zero
underlying credit risk, this depressed multiple highlights a glaring disconnection between the market's
psychological tape and the mathematical reality of the company's earning power.

IV) Macro Arbitrage: The "Equity Bond" Premium

This valuation discount is further validated through a yield spread analysis. At a 23.92x Forward P/E, Visa
offers a Forward Earnings Yield of approximately 4.18%. When benchmarked against the US 10-Year
Treasury (US10Y) currently yielding 4.30%, the Equity Risk Premium is slightly negative at 12 bps.
While a negative static ERP might initially appear unappealing, a qualitative adjustment is necessary: the
US10Y provides a fixed nominal return fully exposed to inflationary erosion. Conversely, Visa's yield is
attached to a business with immense pricing power and double-digit earnings growth, effectively
functioning as a high-growth "equity bond."

V) Strategic Verdict: A Textbook Dislocation

Visa currently presents a textbook dislocation between short-term macro anxiety and long-term structural
dominance. While narrative-driven selling has forced a significant drawdown from ATH, the underlying
financial engine remains pristine. Supported by unrivaled operating margins and a severe valuation
discount against its historical average, Visa offers a rare entry point. The market is demonstrably
mispricing one of the most resilient, high-yield compounding assets in the global financial ecosystem.
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3. Mastercard Inc. (NYSE: MA) .

I) The Digital Nervous System of Global Commerce

In an equity landscape often distorted by macroeconomic fluctuations and speculative cycles, Mastercard
stands out as one of the fundamental pillars of the modern digital economy. The company is often
misclassified by retail investors as just a traditional financial institution, but in reality Mastercard bears no
direct balance-sheet consumer credit exposure. Instead, it operates as the digital nervous system of global
commerce, deriving its exceptional profitability from network effects and a highly scalable, asset-light
architecture. Its fundamental values are driven by two distinct but connected pillars:

o The Payment Network: Mastercard operates as a company that is able to connect consumers,
merchants, issuing banks and acquiring banks. By acting as the indispensable technological
intermediary that authorizes, clears, and settles transactions in milliseconds, the company captures
a fractional fee on Gross Dollar Volume (GDV) and on cross-border flows. This type of framework
serves as a defense against inflation: as the nominal prices of goods and services rise globally, the
nominal volume processed through Mastercard’s network increases proportionally. Consequently,
revenue grows automatically without requiring any corresponding increase in marginal operating
costs.

e Value-Added Services and Solutions (VASS): If the payment network represents the structural
foundation, VASS acts as the growth engine. This business segment comprises proprietary
cybersecurity solutions, Al-driven fraud prevention, deep data analytics, and consulting services.
These services are not discretionary add-ons: indeed, the VASS segment generates operating
margins that rival or exceed the core business and creates immense switching costs, reinforcing
the firm’s status as a technology leader.

Il) Unpacking Efficiency

An empirical review of the fiscal year 2025 financial statements illustrates that the company’s growth
strategy is working effectively.

The dominance of Mastercard's global market positioning is clearly visible in its income statement,
characterized by consistent revenue expansion together with a highly effective operational leverage. Net
revenues registered a record of $32.83B in 2025, representing a robust +16.6% YoY growth compared to
the $28.15B generated in 2024. This revenue trajectory is supported by a robust and stable gross margin
of 96.03%, indicating that the variable cost associated with incremental payment volumes indicates
extremely low incremental processing costs. Furthermore, management’s rigid control over selling, general,
and administrative expenses facilitated the expansion in profitability. The operating margin surpassed the
60% threshold, closing 2025 at 60.07%, a substantial +309 bps YoY expansion from the 56.98% recorded
in 2024. Generating this level of margin expansion on a $32B revenue base highlights a degree of pricing
power and an operational scalability that is very rare in publicly traded companies.

Moving to the balance sheet, Mastercard's capital structure is a perfect example of asset-light optimization.
The enterprise avoids the heavy capital intensity structure that is typical of traditional banking operations,
allowing a very lean liability side. Although the firm utilizes long-term debt to optimize its weighted average
cost of capital, its leverage profile actually improved significantly over the past year. The Total Debt/EBIT
ratio reduced from 1.13x in 2024 down to a very safe 0.96x in 2025, demonstrating that the company could
theoretically extinguish its entire gross debt obligations in under twelve months. This optimized balance
sheet situation facilitates an aggressive capital return program. The management continuously uses excess
liquidity to implement a share repurchase program. This mechanical reduction of the equity base
mathematically amplifies earnings per share; however, the unusually high Return on Equity (ROE) is
primarily the result of massive underlying profitability. This shareholder-centric ecosystem is ultimately
driven by the unmatched capacity of Mastercard to convert net income into free cash flow. Assessing credit
safety and cash generation, the EBITDA-Capex to Interest Expense coverage ratio strengthened to
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27.71x in 2025, up from 24.87x in 2024. This metric confirms that the company’s fixed financial
obligationsare comfortably covered by operational cash.

lll) The Market Verdict: Price Action and Future Outlook

Although the financial fundamentals indicate a company in excellent health, the stock market is currently
telling a different story: we will now shift our focus to the analysis of price dynamics and valuation multiples
(such as the P/E ratio) to understand what Wall Street is truly pricing in at the beginning of 2026.

Figure 3: MA YTD price performance chart
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Price Action: The stock recently reached an All-Time High (ATH) of $601.77. However, it is currently in a
phase of correction and consolidation, recording a 13.37% drawdown from its all-time high.

Itis impossible to analyze the current price action without considering the political intervention in early 2026.
The Trump administration has exerted strong pressure on the consumer credit ecosystem through the
Credit Card Competition Act, which aims to increase competition and cap interchange fees, or 'swipe fees'.
This was compounded by the proposal to impose a temporary 10% cap on credit card interest rates.
Although the latter primarily impacts issuing banks, the combination of these two regulatory threats has
generated anxiety among investors. This regulatory uncertainty has been the main driver of the recent
compression, causing a temporary dip in the stock price below the $500 area.

This technical pullback in price has brought valuations back to more acceptable levels, positioning the stock
ata Forward P/E of 26.60x. Although for a typical company a P/E of 26.60x might indicate an overvaluation,
for Mastercard this multiple represents 'fair value' or even a slight undervaluation, as it is fully justified by
the strength of the financials analyzed previously.

Moreover, the market's myopic fixation on interchange fee legislation exposes a profound misunderstanding
of Mastercard's evolving revenue architecture. Algorithmic sellers are indiscriminately punishing the equity
based on swipe-fee anxieties, entirely overlooking the fact that the hyper-profitable Value-Added Services
(VASS) segment, which increasingly drives the firm's margin expansion, is completely insulated from these
specific legislative caps. Forcing a systemic valuation discount onto an asset whose primary growth engine
operates entirely outside the regulatory crosshairs represents a textbook analytical failure.
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Figure 4: MA forward price to earnings ratio chart displaying the historical multiple trend, the average mean
line, and the current valuation level of 26.6

Average: 31.39

Source: Tickr Terminal
IV) Equity Risk Premium (ERP): The Price of Risk

The ERP analysis represents the final pillar of this evaluation, serving as a macroeconomic comparison
against the government 'risk-free' benchmark. Trading at a Forward P/E of 26.60x, Mastercard currently
provides a Forward Earnings Yield (1/PE) of 3.76%. Comparing this figure with the current 10-year US
Treasury yield, which is hovering around 4.3%, we obtain a negative nominal Equity Risk Premium of
54 bps.

Taken in isolation, a negative ERP appears unattractive. Why should an investor take on equity risk for an
initial yield lower than a guaranteed government bond?

The US10Y provides a fixed and static yield of 4.3%, with zero potential for capital appreciation and total
vulnerability to inflation erosion. In contrast, Mastercard's initial 3.76% yield is tied to a consistently growing
EPS, supported by share buybacks and absolute pricing power. By choosing Mastercard, the investor is
essentially acquiring a 'floating-rate compounding bond', whose real return will significantly outperform
fixed-income bonds over time, completely neutralizing the initial negative spread.

V) Synthesis

Mastercard is currently in a unique position: the business is performing brilliantly, but the stock price is
unusually low. The recent drop in its stock is just a reaction to temporary regulatory news, not a sign of any
real trouble within the company. With record profits and excellent financial health, their core business is
stronger than ever. For long-term investors, this gap between the company's perfect financial performance
and its currently discounted valuation creates an asymmetric entry point to invest in a highly dominant,
cash-generating firm.
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4 Blackstone Inc. (NYSE: BX)

I) The giant with $1.3 trillion in assets under management

Blackstone is one of the main alternative asset managers in the world, with over $1.3 trillion in assets under
management. Despite this, in the last months the stock has incurred a downward price trend, consistent
with other financial firms. Blackstone has four main business sectors:

e Private equity: it is the key sector to find the most successful companies of the future. Blackstone
invests in private companies to improve their operations and support value creation, improving their
management with the objective of participating in the revenues or realising a successful exit.

o Real estate: this segment is divided in opportunistic, core+ and debt strategies: in particular the
opportunistic division is focused on finding under-managed targets where firm’s specialists see
outsized growth potential, while the core+ has instead a more stabilised and long-term horizon.

e Credit & Insurance: Blackstone offers different lines of credits and insurance products adaptable
to every customer need and different market conditions.

e Multi-Asset investing: the presence of Blackstone around the world in both public and private
markets allow clients to invest their capital across all asset classes.

Il) Analysis of Operational Scalability and Capital Distribution Dynamics

A rigorous analysis of Blackstone's financial data reveals a business model that challenges traditional
banking metrics, positioning itself as an intellectual scalability platform priced at multiples typical of the
technology sector (39.8x P/E). The company closed the fiscal year with revenues of $13.65B, marking
growth of +9.6% YoY. This volumetric expansion is the fundamental driver of profitability; in a structure
characterized by contained fixed costs, the increase in Assets Under Management (AUM) generates
operating leverage that directly translates into superior margins. However, the quality of these revenues
requires careful observation: although a solid base of management fees guarantees stability, a significant
portion derives from Performance Revenues and internal revaluations. Since Blackstone values its own
assets in-house, growth partly reflects the theoretical appreciation of portfolios, introducing an element of
cyclicality linked to fluctuations in private markets and the "mark-to-model" capability of its internal
accounting. This financial architecture is clearly visible in the key performance indicators:

e Operating Margin: 55.5%, a figure that underlines formidable operating leverage. However, the
cyclical nature of investment profits makes this margin vulnerable; the company mitigates risk by
"exporting" it to human capital through variable bonuses, preserving margins even in adverse
scenarios.

¢ Revenue per Employee: $2.58M, a figure that positions Blackstone as a high-value-added global
boutique, justifying the personnel-related cost structure but highlighting a critical operational
concentration risk.

e Recurring EPS: $3.86 (+5.6% YoY). The noticeable divergence between revenue growth (+9.6%) and
earnings per share growth is a sign of value dispersion driven by share-based compensation. The
issuance of new shares to remunerate partners (from 766M to 780M) acts as a "hidden tax" that
systematically dilutes the public shareholder.

Solvency metrics and cash distribution follow non-GAAP logic. Minority interests of $3B indicate that
nearly 50% of the consolidated net income belongs to partners or external shareholders. This defines a
clear boundary between the wealth produced by fund management and that due to the shareholders of the
listed company. In terms of solvency, the Interest Coverage Ratio of 14.9x guarantees broad protection
against the current interest rate environment. From a cash flow perspective, the model is confirmed as
strictly "asset-light": with a Capex/Sales ratio of just 0.85%, Blackstone requires minimal reinvestment in
physical infrastructure. This reduced capital intensity allows for the distribution of a $4.69 dividend, bringing
the dividend payout ratio to 121.2%. This value, higher than GAAP net income, does not indicate financial
imbalance but reflects the use of Distributable Earnings (DE), a non-GAAP liquidity metric that captures
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cash available for distribution generated by divestments that standard accounting does not fully capture.
Ultimately, market valuation reflects Blackstone's ability to generate pure cash with minimal reinvestment,
balanced by an internal incentive structure that remains the operational pillar of the model.

Ill) The threat of a private credit crisis

The price action chart for Blackstone, as of the April 17, 2026, close, reflects the broader pattern seen
across the sector.

Figure 5: BX YTD price performance chart
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The stock finished the session at $129.08 consolidating a -16.80% performance since the beginning of the
year and a -35.77% drawdown since its peak in November 2024.

The private credit sector has recently entered a negative period, investor sentiment has turned cautious,
because many investors have withdrawn capital due to emerging fears of the credit quality. Indeed, one of
Blackstone’s flagship private credit funds, BCRED, has registered 0% returns for the last quarter. This,
together with the reduction of the quarterly dividend, from $1.49 to $1.16 per share, the global instability
for the Middle East conflict, and a general sentiment of cautiousness in the private credit caused also by a
liquidity problem of a fundamental player like Blue Owl, has slowed investor flows into the sector.

The forward P/E has been compressed to 21.07x. Its three-year average was historically 25.03x, touching
the peak of November ‘24 with a forward P/E around 35x. This reduction in the Forward P/E is a
confirmation of our consideration previously exposed, reflecting the fear of investors relatively at the future
revenues especially in the private credit sector.

Moreover, the market is fundamentally misinterpreting the structural impact of the current regulatory
environment. Rather than a universal headwind, increasingly stringent reporting standards and higher
capital requirements are becoming potent strategic weapons for Blackstone. Smaller, less-capitalized asset
managers face escalating, pro-rata costs to compete, effectively raising the barriers to entry in specialized
asset classes. This dynamic accelerates a consolidation of institutional capital flows towards the largest
incumbents who can effectively 'industrialize' compliance and regulatory management. Consequently, this
regulatory burden is inadvertently fortifying Blackstone’s competitive advantage, ensuring that its
duopolistic network effects are reinforced, not disrupted, in the long term.
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Figure 6: BX forward price to earnings ratio chart displaying the historical multiple trend, the average
mean line, and the current valuation level of 21,07x.
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IV) Equity Risk Premium at the Edge: Blackstone as a Proxy for llliquidity Risk

Blackstone's Equity Risk Premium analysis reveals a differential of only 45 bps compared to the US10Y
(4.3%), a value that reflects a "complexity premium" intrinsic to the business model. Compared to a static
benchmark, BX operates as a call option on the recovery of private markets: the current yield of 4.75%
(Fwd P/E 21.07x) constitutes the floor generated by management fees, upon which is layered the
optionality of performance revenues not yet crystallized.

The drawdown of -35.77% from the ATH of $200.96 acts as a stress test for the asset-light structure,
highlighting how the market applies a punitive discount to the asset turnover speed in restrictive rate
regimes. Investing in BX with such a contracted ERP implies betting that the arbitrage capability between
public and private markets will outperform Treasury duration, converting mark-to-model accounting volatility
into an aggressive distribution of Distributable Earnings (DE) in the long term.

In conclusion, it is necessary to emphasize that investing in BX at these multiples does not represent a
prudent yield choice, but a speculation on Blackstone's ability to maintain price control in a private market
that the public market struggles to understand. An ERP of 45 bps must be interpreted as a warning signal
and not as a "safe" buying opportunity.

V) Synthesis

The current valuation of 21,07x Fwd P/E reflects broader market uncertainty, but Blackstone remains a
solid company for the asset management as confirmed by the financial analysis. Investors are waiting for
a strong signal of recovery, concerned about Blackstone’s ability to navigate a prolonged market illiquidity.
Ultimately, this company represents a strategic move on the timing and trajectory of a market rebound.
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5. S&P Global Inc. (NYSE: SPGI) S&P Global

1) The infrastructure tax of global finance

The current volatility impacting financial heavyweights like Mastercard, Visa, and Blackstone has extended
to S&P Global. However, a qualitative assessment of its business model suggests that the market is
misinterpreting temporary price action for structural erosion. SPGI does not merely provide services; it
operates a "toll-bridge" on global capital through three distinct pillars of dominance:

¢ Ratings: This segment functions as a mandatory regulatory gatekeeper. In the architecture of
modern credit markets, an S&P rating is not a luxury but a technical prerequisite for debt issuance
and institutional liquidity mandates. This creates a non-discretionary revenue stream that scales
with the global debt load.

¢ Indices: This division captures a direct, high-margin royalty on the secular shift toward passive
investing. Every incremental dollar flowing into S&P 500-linked vehicles generates recurring
revenue with effectively zero marginal cost, making it one of the most profitable financial products
in existence.

o Data & Analytics: Operating as the essential "plumbing" for financial decision-making, this arm is
characterized by subscription-based models and switching costs that ensure long-term revenue
terminality. It provides the proprietary data that fuels the entire buy-side and sell-side ecosystem.

Il) A Meticulous Deconstruction of Efficiency

A granular examination of the 2025 fiscal year data, based on FactSet Fundamentals data, reveals an
operational profile that is almost unparalleled in the financial sector.

The company concluded the year with Sales of $15.34B, representing a robust growth of +7.9% YoY. This
top-line expansion is the primary engine for the group's scalability; in a business with fixed structural costs,
every dollar of new revenue drops disproportionately to the bottom line, a phenomenon known as operating
leverage.

This leverage is clearly visible in the margins. SPGI reported a Gross Margin of 62.5%, reflecting the
minimal direct cost of producing its intellectual property. More crucially, the Operating Margin expanded
to 41.9%, +150 bps YoY. This margin signifies that for every $100 earned, nearly $42 is converted into
operating profit after all salaries, technology costs, and administrative expenses. This level of efficiency
allowed Net Income to surge to $4.47B, a +16.1% YoY increase, significantly outpacing revenue growth.
Consequently, the Recurring EPS reached $15.24, marking a +17.7% YoY growth. The difference
between net income and EPS growth is driven by the clinical execution of share buybacks, which reduces
the total share count and enhances the value for each remaining holder.

The balance sheet is a study in solvency and strategic safety. SPGI maintains $1.80B in Cash and Short-
Term Investments (+6.8% YoY), providing a massive liquidity buffer. The Net Debt/EBIT ratio stands at
1.76x, a conservative figure that demonstrates the company’s debt is well-managed relative to its earnings
power. Even more impressive is the EBITDA-Capex to Interest Expense ratio of 26.1x. This ratio
measures the "safety margin" for debt servicing; it indicates that SPGI generates enough cash, after
essential investments, to cover its interest obligations 26 times over, rendering it virtually immune to the
current high-interest-rate environment.

The cash flow statement confirms the "asset-light" genius of the model. In 2025, SPGI generated $5.65B
in Net Operating Cash Flow. While this was a slight -0.7% YoY adjustment, primarily due to a $659 million
increase in receivables as the company expanded its subscription billing, the conversion of profit to cash
remains elite. Because the group requires minimal physical infrastructure, Capital Expenditures (Capex)
were contained at $195M, or just 1.27% of sales. This resulted in a Free Cash Flow of $5.46B (-2.0%
YoY). In simpler terms, the business requires almost no reinvestment to grow, allowing the vast majority of
cash to be returned to shareholders or used for strategic M&A.

Alata Investment Club 12



ALATA INVESTMENT CLUB

Macro & Markets Analysis | Financial Markets Research

lll) Technical Capitulation: The "Al Ghost" and the Psychology of the Tape

The price action, leading into the April 17, 2026 close, demands a deep investigation into the narrative
currently haunting the market. The stock finished the session at $442.57, as shown in figure 7 below,
cementing a YTD performance of -15.19% and a -23.5% drawdown from its August 2025 high.

Figure 7: SPGI YTD price performance chart
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Source: TradingView

The driver of this "suffering" is a pervasive fear of Generative Al disruption. The prevailing market narrative
suggests that Large Language Models (LLM) will commoditize data analysis and automate the credit rating
process, stripping SPGI of its proprietary edge. This fear has turned the technical chart into a distribution
zone. However, this perspective ignores a fundamental reality of the financial markets: SPGI does not just
sell data; it sells authority and benchmarking. An Al can analyze a balance sheet, but it cannot provide the
institutional "seal of approval" required by global regulators and bond covenants. The technical drawdown
is a symptom of narrative-driven anxiety, not fundamental decay.

The data from Tickr Terminal confirms that this Al-driven fear has resulted in a violent re-rating of the
company’s multiples.

The Forward P/E has been compressed to 22.4x. To put this in perspective, SPGI’s three-year average
has historically fluctuated between 28.0x and 32.0x. A contraction to 22.4x implies the market is pricing in
a permanent impairment of growth. For a business with 40%+ margins and a $15.24 EPS growing at double
digits, this multiple suggests that the "Al Ghost" is being priced in as a certainty, creating a profound gap
between the technical sentiment and the mathematical reality of the balance sheet, as emphasized by the
figure 8.

Crucially, this apocalyptic pricing model completely ignores the asymmetric upside of technological
integration. By fixating on the illusion of obsolescence, the street fails to realize that SPGI is perfectly
positioned to weaponize these exact generative tools to ruthlessly optimize its own data architecture,
potentially driving its already elite operating margins well beyond historical ceilings.

Furthermore, the market fundamentally misunderstands the mechanics of Large Language Models: they
are merely commoditized computing engines that require proprietary fuel. SPGI controls decades of
exclusive, un-scrapable financial history, meaning Al will actually act as a massive force multiplier for its
existing intellectual property, erecting an even higher barrier to entry against would-be disruptors.
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Figure 8: SPGI forward price to earnings ratio chart displaying the historical multiple trend, the average
mean line, and the current valuation level of 22.4

Average: 29.29

Source: Tickr Terminal
IV) Macro Arbitrage: The Yield Spread Analysis

The final pillar is the comparison with the "risk-free" benchmark. At a Forward P/E of 22.4x, SPGI offers a
Forward Earnings Yield (1/PE) of 4.46%.

When contrasted with the US 10-Year Treasury yielding approximately 4.3%, the Equity Risk Premium
is a mere 16 bps. In a vacuum, this looks unattractive. However, professional analysis requires a "quality
adjustment.” The US10Y offers a static 4.3% nominal return with zero growth and full exposure to inflation.
Conversely, SPGI's 4.46% yield is attached to a business that grew its EPS at +17.7% YoY and has the
pricing power to hike rates alongside inflation. You are essentially buying a "Compounding Bond" with a
starting yield higher than the government's fixed obligation.

V) Synthesis

S&P Global stands today at the intersection of a fundamental fortress and a narrative-driven capitulation.
While short-term price action remains influenced by the "Al disruption" narrative and macroeconomic yields,
the structural dominance of the "toll-bridge" model remains the primary driver of value. The disconnect
between the "tape" and the balance sheet suggests the market has temporarily mispriced one of the most
resilient cash-flow engines in the global financial ecosystem.
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6. Conclusion & Portfolio Implication

The first quarter of 2026 has provided a masterclass in market inefficiency, driven by a profound disconnect
between psychological panic and fundamental reality. We are witnessing a classic narrative capitulation:
institutional and retail investors alike are erroneously conflating temporary macroeconomic headwinds,
such as regulatory anxieties and the Al disruption, with the permanent structural erosion of the world's most
dominant financial monopolies.

From a portfolio management perspective, the mandate is clear: we must aggressively exploit this
dislocation. The impending hawkishness of central banks and the higher-for-longer regime are already
entirely priced into the market. Therefore, the apparent evaporation of ERP across the sector is a deceptive
metric that ignores the compounding power of these specific assets.

The Core Allocation: The "Toll-Bridge" Monopolies

For Visa, Mastercard, and S&P Global, the recent multiple compression represents a glaring mispricing of
structural moats. These entities are not traditional rate-sensitive financial institutions; they operate with zero
direct credit risk and function as essential "toll-bridges" on global GDP and capital markets.

¢ The market is punishing Visa and Mastercard for unfounded macro-driven consumer fears and
regulatory noise.

e In reality, their asset-light frameworks and exceptional operating margins transform them into
inflation-proof compounding vehicles.

o Similarly, S&P Global is being penalized by a naive assumption that generative Al will commoditize
its proprietary regulatory authority, turning its technical chart into a distribution zone.

Allocating capital to these three names at current valuations is not merely buying equities; it is acquiring
high-growth, floating-rate "equity bonds". They deliver double-digit EPS growth and execute clinical share
buybacks with virtually no required capital reinvestment. They demand an Overweight position.

The Speculative Satellite: Blackstone

Blackstone demands a radically more cynical and cautious approach. While it shares the asset-light DNA
of the aforementioned networks, its multiple contraction to a 21.07x Forward P/E is not purely narrative
noise. It reflects a tangible reality: a liquidity crisis within the private credit sector and a heavy reliance on
opaque, mark-to-model valuations during an era of structural capital scarcity.

The razor-thin 45 bps Equity Risk Premium on Blackstone is a glaring warning signal, not a safe harbor. It
exposes the investor to the inherent cyclicality of investment profits and the "hidden tax" of share-based
compensation used to systematically remunerate partners at the expense of the public shareholder.
Consequently, investing in Blackstone at these levels is a direct, speculative call option on the eventual
recovery of private markets and management's ability to maintain price control, rather than a reliable cash-
flow engine. It warrants a strictly tactical, Hold/Underweight allocation, sized appropriately for its intrinsic
illiquidity risk.

Final Verdict

The market has handed us a rare asymmetry. While the herd rotates out of high-quality financials in a
panicked search for static sovereign yields, they are abandoning the true, undeniable drivers of terminal
value. Let the broader market obsess over static Treasury yields and Al ghosts. The superior strategy is to

aggressively accumulate the monopolistic infrastructure of global finance while it is priced for a crisis that
exists only in sentiment, not in solvency.

Alata Investment Club 15



ALATA INVESTMENT CLUB
Macro & Markets Analysis | Financial Markets Research

Disclaimer

This financial report is provided for informational purposes only and does not constitute, nor
should it be interpreted as, a solicitation or an offer to sell, buy, subscribe for, or trade financial
instruments, stocks, bonds, or any other financial product or service. The information and data
contained in this report have been collected from sources considered reliable and accurate at the
time of preparation. However, Alata Investment Club cannot guarantee that such information is
complete, accurate, up-to-date, or free from errors.

The forecasts, estimates, and opinions expressed in the report reflect assessments and
assumptions based on existing market conditions at the time of publication and may be subject
to change without notice. Investors should consider that economic, financial, and market
conditions can vary and significantly influence future outcomes. Consequently, there is no
guarantee that past performance, forecasts, or indicated trends will reflect future results.

This report is not intended to provide personalized advice or specific financial consultations.
Before making any investment decision, it is highly recommended that investors consult a
qualified financial advisor who can consider their individual needs, financial situation, and
investment objectives.

Alata Investment Club assumes no responsibility for any losses, damages, or consequences
arising from the use of or reliance on the information contained in this report. The responsibility
for any investment decision based on this report remains solely with the investors.

The information provided in this report may include forward-looking statements, which involve
risks and uncertainties. Actual results may differ substantially from the forecasts due to various
factors, including changes in economic, political, and market conditions.

For more detailed and updated information, please consult the company’s official documents and
direct communications to investors. We advise referring to the annual, semi-annual, and quarterly
financial reports, as well as other regulatory documents available on the company’s website or
from the relevant requlatory authorities.
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