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Executive Summary

$39.75 per share market close today 
(2/13/23)

Key Points

We are recommending to buy

23% undervalued through DCF 
Valuation



Industry Overview

- Increased at a CAGR of 3.9% during the current period.

- Typical Large Earnings During Tax Season

- Reaching $14.4B in revenue 2023

- Dominated by Large-scale operators

- Little to no inventory in tax prep industry
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Industry SWOT Analysis

Strengths

• Remote capabilities
• Always a necessity
• Relatively low operating expense and overhead 

(High profit margin)

Opportunities
• Expansion for online sales
• Change in regulations
• -Online capabilities

Threats
• Increasing competition
• Change in regulations
• Cyber/hackers
• Automation

Weaknesses
• Seasonal nature
• Competition
• Saturated market



Company Overview

• Founded in 1955, was the first tax preparation company in the 
industry

• Provides assisted income tax return preparation and do-it-
yourself (DIY) tax return preparation services and products to 
the general public

• As of 2018, H&R Block operates approximately 12,000 retail tax 
offices staffed by tax professionals worldwide

• H&R Block has made 3 acquisitions in total and the latest one 
being the company Wave Financials



Company SWOT Analysis

Strengths
• Strong brand recognition and reputation
• Wide range of services including tax preparation, financial 

planning, investment services
• Extensive network of locations
• Strong investments in technology and innovation

Opportunities
• Expansion into new markets/services
• Increased demand for financial services, investment and 

retirement planning
• Growth in the online and mobile tax preparation 

services

Threats
• Economic downturns
• Cybersecurity threats
• Increased competition

Weaknesses
• Dependence on tax preparation season
• Variety of competition
• Potential regulatory challenges



Liquidity:
- Current Ratio: 1.39

Activity:
- 31.2 Days Payable
- 12.15 PE Ratio

Leverage:
- Debt Ratio: .88

Ratio Analysis

PE Ratio much lower than Turbo Tax's 69.7



DCF Valuation
Long Term Growth Rate

.09%
Long Term Growth 
Rate

.62%
Net Reinvestment Rate
- Not a capital-intensive 
business model

15%
Return on Invested 
Capital



Key Valuation Metrics

23%
Undervalued
Target Price: 

$48.41

WACC
6.36%

Long Term Growth Rate
.09%
21% Market Share

Calculated Beta
.68
Low risk investment



DCF Valuation
Sensitivity Analysis

• No reason to believe the WACC will be increasing
• LTGR may be a cause for concern, however, even a negative rate maintaining WACC holds upside
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Recommendation
- Buy $75,000 of HRB Shares

- Undervalued (23%)
- Low risk (.68 beta)
- Exposure to the financial sector

- Celani fund is currently at 6.7%
- This purchase would increase us to 9.8%
- S&P 500 has been historically above 10%
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Questions?



Included in appendix:
• HRB Income Statement, Balance Sheet, and Cash Flow Statement projected 5Y
• HRB Discounted Cash Flow Valuation
• HRB Ratio Analysis compared to INTU

See HRB Excel Support For Further Analysis
HRB Excel Support.xlsx

Appendix

https://centralmichigan.sharepoint.com/:x:/r/sites/HRBInvestment/Shared%20Documents/General/HRB%20Excel%20Support.xlsx?d=w57734881fd6b404a9e7b68ca54089d15&csf=1&web=1&e=wQEjx7











