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Strong Macro For PCs & Notebooks

HP reported a top-line of $15.65 billion for the most recent quarterly result for the period ended 31/01/21 which implies a 7.03% change as 
compared to the $14.62 billion number reported in the corresponding quarter of the previous year.The company beat the analyst consensus 
estimate of $15.00 billion.

These revenues translated into a gross margin of 21.25% and an operating margin of 9.51% which was higher than that in the same quarter of last 
year. HP reported an EBITDA of $1.69 billion which translated into a Net Income of $1.07 billion. The company's adjusted EPS of $0.92 
outperformed the analyst consensus estimate of $0.66.

In terms of cash flows, HP reported $1.02 billion in the form of operating cash flows and spent $3.00 million in investing activities during the 
previous quarter. The company produced lower cash flows as compared to the same period in the previous year. For the coming quarterly result, 
we expect HP to report a top-line of $13.81 billion and an adjusted EPS of $0.61.

HP Inc. provides personal computing and other access devices, imaging and printing products, and related technologies, solutions, and services in 
the United States and internationally. The company operates through three segments: Personal Systems, Printing, and Corporate Investments. 
The Personal Systems segment offers commercial and consumer desktop and notebook personal computers, workstations, thin clients, 
commercial mobility devices, retail point-of-sale systems, displays and other related accessories, software, support, and services. The Printing 
segment provides consumer and commercial printer hardware, supplies, solutions, and services, as well as scanning devices. The Corporate 
Investments segment includes HP Labs and business incubation projects. HP Inc. serves individual consumers, small- and medium-sized 
businesses, and large enterprises, including customers in the government, health, and education sectors. The company was formerly known as 
Hewlett-Packard Company and changed its name to HP Inc. in October 2015. HP Inc. was founded in 1939 and is headquartered in Palo Alto, 
California.

Baptista Research looks to evaluate the different factors that could influence the company's price in the near future and attempts to carry out an 
independent valuation of the company using a Discounted Cash Flow (DCF) methodology. In this report, we have carried out a fundamental 
analysis of the historical financial statements of the company. We have also added reasonable forecasts of the annualized income statement and 
cash flows and carried out a DCF valuation of the company using its Weighted Average Cost of Capital (WACC) to determine a forecasted share 
price.

HP has had a particularly eventful 2020. The company witnessed the resignation of CEO Dion Weisler, a failed takeover attempt by Xerox, and 
COVID-19 disruptions but the company has definitely begun 2021 on a strong note after the recent acquisition of HyperX and a greater 
concentration on the PC peripherals and gaming devices business. The macro for PCs and notebooks continues to be strong backed by the 
continued remote working culture, e-learning, and gaming. Printing as a segment continues struggling despite the acquisition of Samsung’s 
printing unit, increasing push for industrial 3D printers, and the Instant Ink subscription service. However, despite all these tailwinds, HP looks to 
be poised for a fairly decent 2021 ahead.
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PC Peripherals & Gaming Growth

Historical Quarterly Statement Analysis - Income Statement & Cash Flows (USD Million)

Particulars 30-04-2020 31-07-2020 31-10-2020 31-01-2021

Revenues 12469 14294 15258 15646

% growth 14.6% 6.7% 2.5%

Cost of Goods Sold 9976 11901 12579 12322

% of revenue 80.0% 83.3% 82.4% 78.8%

Gross Income (excl. D&A) 2493 2393 2679 3324

% of revenue 20.0% 16.7% 17.6% 21.2%

EBITDA 1222 1332 1781 1524

% of revenue 9.8% 9.3% 11.7% 9.7%

Depreciation & Amortization 396 593 789 203

% of Fixed Assets 3.7% 5.5% 7.4% 1.9%

Extraordinary Expenses 84 110 33 127

EBIT (incl. extraordinary exp) 826 739 992 1321

% of revenue 6.6% 5.2% 6.5% 8.4%

Pretax Income 826 751 776 1296

% of revenue 6.6% 5.3% 5.1% 8.3%

Income Tax 62 17 108 228

% rate 7.5% 2.3% 13.9% 17.6%

Net Income 764 734 668 1068

% of revenue 6.1% 5.1% 4.4% 6.8%

Twelve Month Quarterly Cash Flows (USD Million)

Particulars 30-04-2020 31-07-2020 31-10-2020 31-01-2021

Duration Covered 6 months 9 months 12 months 3 months

Cash From Operating Activities 775 2,442 4,316 1,022

Cash From Investing Activities -380 -931 -1,016 -3

Free Cash Flows 395 1,511 3,300 1,019

֍ Let us start off with analyzing the most recent and historical quarterly data reported by the company.

֍ HP has reported a top-line of $15.646 billion in its recent quarterly result which is a 2.54% appreciation over the previous quarter.

֍ The company reported a positive gross margin of 21.25% for the quarter ended 31-01-2021.

Despite the easing of restrictions associated with the COVID-19 pandemic, it is quite likely that the demand for PCs and notebooks is going to 
remain strong, which will continue to benefit HP. The PC and notebook market has demonstrated its robustness in recent times and it is clear that 
this industry is here to stay and grow unlike the popular belief a few years ago of them dying a slow death and being replaced by tablets and 
phones. With the work-from-home culture and the stay-at-home schooling environment, PC shipments have been on the rise. As per Gartner 
reports, PC shipments have risen 10.7% in Q4 2020 as compared to the same period in 2019 and HP has also benefitted during this period. The 
education industry would require a much larger penetration of PCs and notebooks in 2021 despite the re-opening of institutions and more students 
should be required to purchase more PCs and notebooks benefitting HP. Apart from remote work and web-based learning, other key drivers 
include increasing social media activity, consumer entertainment using PCs as a medium, web streaming, online shopping, and gaming. Despite 
the vaccine distribution, this trend is likely to continue given the strong consumer and commercial demand. In the long term, Canalys research 
predicts installed PCs and tablets to reach 1.77 billion by 2021 end, from 1.64 billion in 2019. Thus, HP continues to have a strong macro should 
continue to enjoy a few strong quarters ahead.

Apart from capitalizing on the strong macro from PCs and notebooks, HP also has another vast market that it can tap into – PC peripherals and 
gaming. As per the data of custom PC builder WePC, HP’s management estimates that the global peripherals market should be worth $12.2 billion 
in 2024 and there should continue to be a phenomenal growth in gaming despite the impact of the COVID-19 receding. Its Swiss competitor, 
Logitech has been a heavy beneficiary of the growth in these segments and HP can truly capitalize on the same. The company made its first big 
move by carrying out the $425 million buyout of HyperX, which is Kingston Technology's gaming hardware division.  HyperX has a strong brand 
and covers a broad range of accessories catering to a variety of video gaming systems. Its product portfolio includes keyboards, mice, headsets, 
and console accessories, among many other categories. As a part of the deal, Kingston will continue to own the memory and storage product lines 
sold under the HyperX name but HP owns the complete gaming device aspect. HP expects the deal to boost the company's profitability in 2021. 
Over and above HyperX, HP’s management has also been expanding its OMEN gaming brand recently and is definitely setting its focus on the 
gaming industry.
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֍ Its EBITDA for the quarter was $1.524 billion and the EBITDA margin was 9.74%.

֍ This was a -1.93% margin contraction at the EBITDA level which is definitely a negative outcome.

֍ HP's operating income (EBIT) was reported at $1.321 billion and a margin of 8.44%.

֍ This EBIT margin grew by 1.94% in this quarter.

֍ The company's pre-tax margin for the quarter was 8.28%.

֍ HP reported a net income of $1.068 billion which resulted in a diluted earnings per share (EPS) of $0.53.

֍ The company's net margin was 6.83%

Evolution Of Gross Income, EBIT, & Net Income (USD Million)

֍ Now let us move on to the cash flow generation in the recent quarter.

֍ HP generated $1.022 billion in terms of operating cash flows for the 3 months period ended 31-01-2021.

֍ The company was able to convert about -21.05% of its revenues into operating cash flows in the recent quarter.

֍ This quarter's EBITDA-to-operating cash flow conversion ratio is -216.14%

֍ Overall, HP delivered a positive free cash flow of $1.019 billion for the past 3 months.

Historical Quarterly Statement Analysis - Balance Sheet (USD Million)

Balance Sheet 30-04-2020 31-07-2020 31-10-2020 31-01-2021

Assets

Net Intangible Fixed Assets 6962 6958 6920 6929

Net Tangible Fixed Assets 3825 3757 3734 3651

Total Fixed Assets 10787 10715 10654 10580

% of revenue 86.5% 75.0% 69.8% 67.6%

LT Investments 3326 3260 3379 3719

Inventories 6354 5896 5963 6668

% of revenue 51.0% 41.2% 39.1% 42.6%

Accounts Receivable 8079 8222 8443 8446

% of revenue 64.8% 57.5% 55.3% 54.0%

Cash and ST Investments 4054 4679 5138 4160

% of revenue 32.5% 32.7% 33.7% 26.6%

Other Current Assets 1173 5897 5544 5501

Total Current Assets 19660 20269 20648 20438

Other Assets 0 0 0 0

Total Assets 33773 34244 34681 34737

Liabilities & Shareholder's Equity

Equity & Minorities -743 -1986 -2228 -3235

% of capital employed -7.4% -20.9% -24.4% -40.0%
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LT Debt 3941 5981 5543 4939

Other LT Liabilities 5299 5223 5146 5153

Total LT Liabilities 9240 11204 10689 10092

% of capital employed 92.0% 118.0% 117.0% 124.7%

ST Debt 1551 276 674 1238

% of capital employed 15.4% 2.9% 7.4% 15.3%

Accounts Payable 14195 14276 14704 14960

% of COGS 113.8% 99.9% 96.4% 95.6%

Other ST Liabilities 9530 10474 10842 11682

% of revenue 76.4% 73.3% 71.1% 74.7%

Total Current Liabilities 25276 25026 26220 27880

Total Liabilities 34516 36230 36909 37972

Total Liabilities & Shareholder's 
Equity

33773 34244 34681 34737

֍

֍ The current level of fixed assets, including tangibles & intangibles, is around 67.62% of the company's quarterly turnover.

֍ There was a 10.06% increase in the long-term investments over the past quarter.

֍ The company's receivables were around 53.98% of the quarterly top-line.

֍ As a result of the positive free cash flows, the company had a final cash and short-term investment balance of $4.16 billion.

֍ When we analyze the capital structure of HP, we realize that the company relies more on debt to finance its operations.
֍

֍ HP's payables account for 95.62% of its cost of goods sold.

֍ The following chart demonstrates the evolution of the company's working capital elements and its current ratio over the past 4 quarters.

Current Assets & Current Liabilities (USD Million)

Historical Income Statement - Annual (USD Million)

Particulars 2017 2018 2019 2020

Revenues 52056 58472 58756 56639

% growth 12.3% 0.5% -3.6%

Cost of Goods Sold 42478 47803 47586 46202

The company's equity accounts for -39.96% of its total capital employed whereas debt (both long-term and short-term) accounts for about 
139.96% of the total capital.

When we look at the quarterly Balance Sheet of the company, we see that the Fixed Asset base has evolved from $10.654 billion to $10.58 billion 
over the last 2 quarters.
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% of revenue 81.6% 81.8% 81.0% 81.6%

Gross Income (excl. D&A) 9578 10669 11170 10437

% of revenue 18.4% 18.2% 19.0% 18.4%

EBITDA 4715 5047 4842 5876

% of revenue 9.1% 8.6% 8.2% 10.4%

Depreciation & Amortization 1347 1342 965 2454

% of Fixed Assets 18.0% 16.4% 9.8% 23.0%

Extraordinary Expenses 487 381 310 518

EBIT (incl. extraordinary exp) 3368 3705 3877 3422

% of revenue 6.5% 6.3% 6.6% 6.0%

Pretax Income 3276 3013 2523 3231

% of revenue 6.3% 5.2% 4.3% 5.7%

Income Tax 750 150 -551 387

% rate 22.9% 5.0% -21.8% 12.0%

Net Income 2526 5327 3152 2844

% of revenue 4.9% 9.1% 5.4% 5.0%

֍

֍ The revenue growth was -3.60% in 2020 as compared to around  0.49% in 2019.

֍ HP's cost of goods sold has increased from 80.99% to 81.57% as a percentage of the top-line resulting in a drop in the gross margins.

֍ The company's overall annual EBITDA margin of 10.38% is higher than the reported quarterly EBITDA margin for the most recent quarter.

֍ Non-cash expenses in the form of depreciation and amortization have gone up as compared to the result in 2019.

Revenue & Operating Margin (USD Million)

֍

֍ The slightly worrying news for investors holding the stock is that its net margin had decreased from 5.36% in 2019 to 5.02% in 2020.

Historical Balance Sheet - Annual (USD Million)

Particulars 2017 2018 2019 2020

Assets

Net Intangible Fixed Assets 5622 5968 7033 6920

Net Tangible Fixed Assets 1878 2198 2794 3734

Total Fixed Assets 7500 8166 9827 10654

% of revenue 14.4% 14.0% 16.7% 18.8%

When we analyze the company's annualized historical income statement, we see that the top-line was $56.639 billion for the previous financial 
year ending in 2020.

In terms of the bottom-line, HP reported an operating income (EBIT) of $3.422 billion and a net income of $2.844 billion resulting in an EPS of $2.
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LT Investments 3095 5069 3463 3379

Inventories 5786 6062 5734 5963

% of revenue 11.1% 10.4% 9.8% 10.5%

Accounts Receivable 7162 8003 8939 8443

% of revenue 13.8% 13.7% 15.2% 14.9%

Cash and ST Investments 8146 5877 4537 5138

% of revenue 15.6% 10.1% 7.7% 9.1%

Other Current Assets 1224 1445 967 5544

Total Current Assets 22318 21387 20177 20648

Other Assets 0 0 0 0

Total Assets 32913 34622 33467 34681

Liabilities & Shareholder's Equity

Equity & Minorities -3408 -639 -1193 -2228

LT Debt 6747 4524 4780 5543

Other LT Liabilities 7162 5606 4587 5146

Total LT Liabilities 13909 10130 9367 10689

ST Debt 1072 1463 357 674

Accounts Payable 13279 14816 14793 14704

% of COGS 25.5% 25.3% 25.2% 26.0%

Other ST Liabilities 8061 8852 10143 10842

Total Current Liabilities 22412 25131 25293 26220

Total Liabilities 36321 35261 34660 36909

Total Liabilities & Shareholder's 
Equity 32913 34622 33467 34681

֍

֍ Its receivables of $8.443 billion are about 14.91% of the top-line.

֍ HP has close to $5.138 billion in terms of liquidity i.e. cash and short term investments.

֍ On the other hand, its payables for 2020 account for around 25.96% of the cost of goods sold.

֍ The company's long term debt is around -4.8x times its equity.

Key Ratios - Annual

Other Metrics 2017 2018 2019 2020

Total Cash Dividends Paid 894.00 899.00 970.00 997.00

% growth 0.6% 7.9% 2.8%

Total Common Shares Outstanding 1,650 1,560 1,458 1,304

% change -5.4% -6.6% -10.6%

Dividend Per Share 0.54 0.58 0.67 0.76

% change 6.3% 15.5% 14.9%

Operating Ratios 2017 2018 2019 2020

Moving on to the company's historical annualized balance sheet, when we analyze the fixed assets versus the revenues, we see that the 
percentage has evolved from 16.73% to 18.81%
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Receivables Turnover 7.3 7.3 6.6 6.7

Days Receivable 50.2 50.0 55.5 54.4

Inventory Turnover 7.3 7.9 8.3 7.7

Inventory Days 49.7 46.3 44.0 47.1

Payables Turnover 3.2 3.2 3.2 3.1

Days Payable 114.1 113.1 113.5 116.2

Fixed Asset Turnover 6.9 7.2 6.0 5.3

Total Asset Turnover 1.6 1.7 1.8 1.6

Other Performance Ratios 2017 2018 2019 2020

Return on Assets 7.7% 15.4% 9.4% 8.2%

Return on Equity -74.1% -833.6% -264.2% -127.6%

֍ HP has paid close to $997 million via dividends which accounts for close to $0.76 of dividend per share and has a growth rate of 14.92%

֍ HP's total common shares outstanding have decreased in 2020 by -10.56% implying a share buyback.
֍

֍

֍

֍

֍

֍

֍

֍

֍

֍ HP's total assets turnover has decreased to 1.63 in 2020.

Evolution of Return on Equity & Return on Assets

֍ In the above chart, we see the evolution of the company's return on equity and its return on assets.

The fixed asset turnover ratio measures how well a company generates sales from its tangible as well as intangible fixed assets. The higher the 
ratio, the greater the company’s efficiency to its assets to generate revenues.

The total asset turnover ratio measures the value of a company's sales or revenues relative to the value of its assets. The higher the asset 
turnover ratio, the more efficient a company is, with respect to using its assets to generate revenues.

HP's fixed assets turnover ratio of 5.3 has  decreased  in 2020 indicating that the company is generating lower revenues from its fixed assets.

The receivables turnover helps quantify a company's effectiveness in collecting the money owed by clients and demonstrates how well it uses and 
manages the credit it extends to customers.

As per the days receivable, the company takes an average period of 54.4 days to collect money from its clients which appears to be reasonable.

The inventory turnover shows the number of times a given company has sold and replaced inventory during the year and is an indicator of how 
many days of working capital is blocked in inventory.

The accounts payable turnover is a short-term liquidity measure used to quantify the rate at which a company pays off its suppliers. It shows how 
many days of credit a company gets from its suppliers.

As per the inventory days ratio, HP holds an average inventory of 47.1 days which appears to be reasonable.

As per the days payable, the company takes an average period of 116.2 days to pay off its creditors which appears to be reasonable.
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֍

֍

֍ The company's overall Return on Assets is 8.20%.
֍

Forecasted Income Statement - Annual (USD Million)

Particulars 2018 2019 2020 2021E 2022E 2023E

Revenues 58472 58756 56639 60269 59645 59033

% growth 0.5% -3.6% 6.4% -1.0% -1.0%

EBITDA 4715 5047 4842 5876 5339 5236

% of revenue 8.1% 8.6% 8.5% 9.8% 9.0% 8.9%

Depreciation & Amortization 528 744 789 795 777 759

EBIT 4187 4303 4053 5069 4640 4551

% of revenue 7.2% 7.3% 7.2% 8.4% 7.8% 7.7%

EBT (GAAP) 3013 2523 3231 4378 3377 3312

% of revenue 5.2% 4.3% 5.7% 7.3% 5.7% 5.6%

Net Income (GAAP) 5327 3152 2844 3763 3311 3247

% of revenue 9.1% 5.4% 5.0% 6.2% 5.6% 5.5%

Earnings Per Share (GAAP) 3.26 2.07 2.00 3.07 3.09 3.04

Forecasted Cash Flow Statement (USD Million)

Particulars 2018 2019 2020 2021E 2022E 2023E

Net Income (GAAP) 5327 3152 2844 3763 3311 3247

+ Depreciation & Amortization 528 744 789 795 777 759

+/- Working Capital, Deferred Taxes 
& Other Adjustments

-1327 758 683 141 879 821

Cash Flow from Operations 4528 4654 4316 4698 4966 4827

% of EBITDA 96.0% 92.2% 89.1% 79.9% 93.0% 92.2%

Net Capex -546 -671 -580 -542 -563 -552

% of revenues 0.9% 1.1% 1.0% 0.9% 0.9% 0.9%

Other Investment Cash Flow items -170 233 -436 -436 -434 -430

Cash Flow after Investments -716 -438 -1016 -978 -997 -982

Free Cash Flow 3982 3983 3736 4156 4404 4275

Key Ratios

Growth & Margins 2018 2019 2020 2021E 2022E 2023E

Sales Growth 0.5% -3.6% 6.4% -1.0% -1.0%

EBITDA Margin 8.1% 8.6% 8.5% 9.8% 9.0% 8.9%

EBIT Margin 7.2% 7.3% 7.2% 8.4% 7.8% 7.7%

Net Profit Margin 9.1% 5.4% 5.0% 6.2% 5.6% 5.5%

Leverage Ratios 2018 2019 2020 2021E 2022E 2023E

On the other hand, the return on equity of a company measures the value creation of the management and profitability in relation to stockholders’ 
equity.

HP's Return on Equity is -127.65%. The company's Return on Equity is lower than its Return on Assets and this is because it does not resort to 
using significant capital gearing.

Return on assets is an excellent indicator of how efficient a company's management is in generating earnings from their economic resources or 
assets on their balance sheet.
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Net Debt 821 600 1,353 2,974 3,507 4,137

Net Debt/ Equity -1.3 -0.5 -0.6

Net Debt/ EBITDA 0.2 0.1 0.3 0.5 0.7 0.8

֍ Now let us move on to Baptista Research's forecasts for HP's income statement and cash flows.

֍ We forecast a top-line growth of 6.4% for 2021, around -1.0% for 2022, and about -1.0% for 2023.

֍ This growth is expected to translate into an EBITDA of $5.88 billion in 2021 with a margin of 9.75%

֍ HP's EBIT margin is expected to be 8.41% in 2021, about 7.78% in 2022, and 7.71% in 2023.
֍

֍ We expect the growth to follow a similar trend in 2022 and 2023.

Forecasted Revenues & Earnings Per Share

֍ In terms of the cash flows, we expect HP to generate around $4.70 billion in operating cash flows in 2021.

֍ This implies an EBITDA-to-Operating-Cash-Flow conversion ratio of 79.95%

֍ HP is expected to invest a higher amount in capex and other investing activities in 2021.

֍ Overall, the company is expected to generate free cash flows to the tune of $4.16 billion in 2021.

Evolution of Net Debt Levels

֍ HP's Net Debt is expected to increase in 2021 and is expected to follow a similar trend over the coming years.
֍

֍ HP's Net Debt-to-EBITDA ratio is expected to be 0.51 in 2021 which indicates that the company is reasonably leveraged.

֍ Net-Debt-to-Equity ratio, also known as the gearing ratio shows how encumbered a company is with its debt. 

֍ The company's Net Debt-to-Equity ratio for 2020 is -0.61 and it indicates that the company has no gearing.

Our estimate for the company's Net Income (GAAP) is $3.76 billion implying a net margin of 6.24% and resulting in an earnings per share of 
$3.07.

The Net Debt-to-EBITDA ratio is a measure of leverage, calculated as a company's interest-bearing liabilities minus cash or cash equivalents, 
divided by its EBITDA. It shows how many years it would take for a company to pay back its debt if net debt and EBITDA are held constant. 
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Discounted Cash Flow Valuation

Key DCF Assumptions

WACC 7.5%

CoD 13.3%

CoE 7.3%

Market Rate 5.2%

Risk Free Rate 2.00%

Beta 1.02

Perpetual Growth Rate (g) -3.8%

Terminal Value 37687

Tax Rate 6.0%

֍

֍ We have used a 5.2% equity market risk premium based on the S&P 500 returns for the past 5 years.

֍ The risk-free rate has been assumed as the 10-year U.S. Government bond rate of 2.00%.
֍

֍ This is used in order to arrive at the cost of equity (CoE) of 7.3% which appears reasonable for a company like HP.

֍ Based on the company’s long term debt and interest payments, the cost of debt is 13.3%.

֍ After incorporating the CoE and the CoD and average tax rate of 6.0%, we arrive at a Weighted Average Cost of Capital (WACC) of 7.5%.

֍

֍

EV and Market Cap Current 2021E 2022E 2023E

Price ($) 30.7 33.4 36.7 41.7

Outstanding Number of shares 
(million)

1253 1121 1002 896

Total Market Cap (billion) 38.52 37.43 36.80 37.38

Net Debt 1353 2974 3507 4137

Enterprise Value (billion) 39.87 40.40 40.31 41.52

֍ After applying the discount rate (WACC) of 7.5%, we arrive at a price target of $33.4 for 2021.

֍

Valuation Ratios Current 2021E 2022E 2023E

EV/ Sales 0.7 0.7 0.7 0.7

EV/ EBITDA 8.2 6.9 7.6 7.9

EV/ EBIT 9.8 8.0 8.7 9.1

Price/Earnings 13.5 9.9 11.1 11.5

֍ During this phase, we see the EV/ EBITDA to be in the range of 6.88 and 7.93

֍ The EV/ EBIT will be in the range of 7.97 to 9.12 over the coming 3 years.

Our target price at the end of 2022 is $36.7 and for 2023 is $41.7 which implies a total appreciation of nearly 35.6% in the coming 3 years in the 
stock price.

For the purpose of carrying out the discounted cash flow valuation of HP, we have used the standard capital asset pricing model (CAPM). 

The company’s stock is more volatile than the market as a whole and has a beta of 
1.0 which we shall use without leveraging the same as we are going for the enterprise value approach.

The terminal value is a key component of any DCF valuation as it accounts for the largest chunk of the total projected value of the company. There 
are a number of methodologies used to determine the same such as the perpetual growth rate method or the multiples method. 

In this case, we have gone ahead and determined the terminal value by applying the current EV/Sales ratio of 0.7 to our forecasted revenues of 
2023.
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Key Risks

Analyst Ratings

Analyst Industry Views

Buy: Expected to outperform market over next 6 to 12 months. Minimal risk to fundamentals and valuation. Good long-term investment.
Outperform: Expected to outperform the market over next 6 to 12 months but there is a moderate risk to fundamentals and valuation.
Sell: Expected to significantly underperform the market over next 6 to 12 months. There is a strong likelihood of the security delivering negative 
returns and a very high risk to fundamentals and valuation.
Underperform: Expected to underperform the market over next 6 to 12. There is a moderate to high risk to fundamentals and valuation.
Hold: Expected to perform in line with the market over next 6 to 12 months. However, there is a moderate to high risk to fundamentals and 
valuation.

Attractive: The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the 
relevant broad market benchmark, as indicated below.
In-Line: The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant 
broad market benchmark, as indicated below.
Cautious: The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant 
broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America – MSCI Emerging Markets Latin America; Europe – MSCI 
Europe; Japan - TOPIX; Asia - relevant country index or sub-regional index. Please contact us to know the relevant index in case it is not specified 
in the report.

There is a possibility that the actual results of the company are different from the projected results as a result of unexpected events and 
circumstances such as the realization of the threats mentioned in the paragraph above. Lastly, we would like to clarify that we had no interaction 
with the management of the company and they did not comment on the achievability or the reasonableness of the assumptions underlying the 
financial forecasts. Please check out our detailed disclosures at the end for further details.

It is important to highlight the key risks associated with an investment in HP as well as the inherent risks associated with the financial projections 
and price forecasts presented in this report.

HP's printing business is continuing to struggle. Its slow growth in commercial sales are being offset by excellent growth in the consumer segment 
but it is to be seen how long this lasts. There appears to be no concrete plan to turnaround the slowing printing business and the company is using 
most of its cash to pay back shareholders rather than turn this business around.

With respect to our price projection, we would like to clarify that the valuation of HP in this report is specific to the date of the analysis i.e. 18-03-
2021.

We must emphasize that the projected valuation and the share price of HP are dependent on the realization of the revenue growth, free cash flows 
and the other assumptions taken into account. Our analysis cannot be directed to providing any assurance about the achievability of these 
financial forecasts.
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Disclosures

This report has been prepared by Baptista Research (“Baptista Research”, “its”, “our”) for informational purposes only and does not constitute an 
offer, solicitation or recommendation to acquire or dispose of any investment or to engage in any transaction. Key statistical data, historical data, 
and price-volume information is sourced from reliable sources. This report is based solely on publicly-available information about the featured 
company(s) which Baptista Research considers reliable, but Baptista Research does not represent it is accurate or complete, and it should not be 
relied upon as such. All information contained in this report is subject to change without notice.

This report is not disseminated in connection with any distribution of securities and is not an offer to sell or the solicitation of an offer to buy any 
security in any jurisdiction where such an offer or solicitation would be illegal. This report neither constitute a personal trading recommendation nor 
take into account the particular investment objectives, financial situation or needs of the recipients of this report, and does not provide all of the 
key elements for any user to make an investment decision. Recipients should consider whether any information in this report is suitable for their 
particular circumstances, review the company’s filings and, if appropriate, seek professional advice, including tax advice.

Investors need to be aware of the high degree of risk in small-cap, mid-cap, and micro-cap equities. The price per share and trading volume of the 
company(s) in this report may fluctuate and Baptista Research is not liable for these inherent market fluctuations. Past performance is not a guide 
to future performance, future returns are not guaranteed, and a loss of original capital may occur. Certain transactions, including those involving 
futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 

Baptista Research and its owners, analysts, employees, contractors or interns accepts no liability whatsoever for any direct or consequential 
losses, loss of profits, damages, costs or expenses incurred or suffered by the recipients of this report, arising out or in connection with the access 
to, use, misuse of or reliance on any information contained in this report.

Baptista Research and/or www.baptistaresearch.com is an equity research focused firm but it is not a FINRA registered broker/dealer or 
investment advisor and does not provide investment banking services. Baptista Research and its owners, analysts, employees, contractor or 
interns do not have any long/short equity position of the shares of the companies covered in this report. Baptista Research has not received any 
fees or other compensation for preparing this report. Its team has not receive any compensation from the featured companies or from any related 
party. Baptista Research has a restrictive policy relating to personal dealing and conflicts of interest. Baptista Research does not receive any 
equity securities from the featured companies nor do its owners, analysts, employees, contractors or interns. Further, its owners, analysts, 
employees, contractors or interns do not engage in purchasing or selling the securities of any featured companies at any period beginning 72 
hours following the public release of the report and until at least 72 hours after the report is released to general public, via electronic distribution.

This report may not be reproduced, redistributed or published in electronic, paper or other form for any purpose without the prior written consent of 
Baptista Research. Baptista Research and its owners, analysts, employees, contractor and interns accept no liability whatsoever for any direct, 
indirect or consequential loss arising from any inaccuracy herein or from any use of this report or its contents. Any unauthorized use, duplication, 
redistribution or disclosure is prohibited by law and will attract penalty. Baptista Research and its owners, analysts, employees, contractors or 
interns accepts no liability whatsoever for the actions of third parties. Baptista Research and its owners, analysts, employees, contractors or 
interns makes no representations or warranties whatsoever as to the data and information provided in any third party referenced website and shall 
have no liability or responsibility arising out of, or in connection with, any such referenced website. Accessing third party portal or website is at 
your own risk. Additional information regarding this research publication will be furnished upon request.
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Contact Us

Analyst Name: Ishan Majumdar
Designation: Founder, CEO of Baptista Research
Contact Email: ishan@baptistaresearch.com
Website: https://baptistaresearch.com/
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