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Pricing: 

Target Price: $101.37 - $101.53 

Price at Writing: $75.92 

Implied Upside: 32.5% - 32.7%  

 

Financial Summary: 

Market Capitalization: $58.68 B  

Enterprise Value: $54.96 B 

Total Debt: $3604.00 B 

 

Market Data: 

52 Week Range: $50.51 - $87.73 

Shares Outstanding: 772.86 

 

Financial Performance: 

 

 

Price Performance:  
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Opening Recommendation: 

I recommend buying Activision Blizzard, Inc at $75.92 because it is currently undervalued with 

an implied upside of 32.5% - 32.7% at a target price of $101.37 - $101.53. With lockdown 

restrictions tightening up around the world, people are more likely to stay home which gives 

them more access to the company’s services. Furthermore, the recent release of Call of Duty: 

Cold War and the new PS5 and Xbox Series X are also catalysts for the company’s future 

performance.  

 

Company Overview: 

Activision Blizzard Inc. is a leading video game developer and distributor that is worth almost 

$60 billion USD, pulling in $6.5 billion USD in revenue last year. It operates through 3 

segments, Activision Publishing, Inc, Blizzard Entertainment, Inc, and King Digital 

Entertainment. Through these segments, the company provides a variety of games for users on 

consoles, computers, and mobile devices.  

 

Investment Thesis:  

1. The company possesses massive scale. Activision Blizzard Inc’s market size eclipses its 

competitors EA ($35.33 billion USD) and Take-Two ($18.75 billion USD) entirely. 

Furthermore, the company produces a wide breadth of sought-after games for any user, ranging 

from the first-person shooter Call of Duty series to the strategic World of Warcraft to the 

addicting puzzle of Candy Crush Saga.  

2. Economically resilient. The convenient and addicting nature of video games allow the 

company to hedge itself against certain economic crises such as the pandemic and engage users 

anywhere at anytime. Activision Blizzard’s revenue in the quarter of the pandemic rose in 

comparison to last year’s respective quarter. Their Q3 2020 revenue was $1.954 billion USD in 

comparison to their Q3 2019 revenue of only $1.282 billion USD. 

3. Robust financials paired with efficient operations. The company captures its audience 

through retail and digital channels in an extremely cost-efficient manner. They consistently boast 

gross and operating margins of over 60% and 20% respectively along with TTM ROA, ROE, 

and ROIC of 11.24%, 16.63%, and 13.76% respectively. Furthermore, the company’s current, 

quick, and debt/equity ratios are 4.12, 3.67 and 0.25 proving how strong their balance sheet is. 

 

Risks:  

1. Everyone is eager to go out. After being locked in for so long and with successful COVID-

19 vaccine trials emerging, people are itching to leave their homes which may reduce time spent 

on Activision Blizzard’s products.  

2. Consumer preferences change suddenly. Along with the recent NBA draft, also comes their 

flagship game, NBA2K21, which brings in new graphics, ratings, players, and features. The 

release of such popular video games may draw attention away from the company’s current 

products.  

 

Conclusion:  

Activision Blizzard, a well-structured and innovative company that never lacks engagement is 

currently mispriced at $75.92. A buy recommendation is placed on the company with a target 

price of $101.37 - $101.53, implying an upside of 32.5% - 32.7% 
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Appendices 

 

Discounted Cash Flow Analysis 

  

 



Activision Blizzard, Inc. (NASDAQ: ATVI)  
United States | Technology | Software Products                                                    

November 23, 2020 

Victor Ou 

 

 

 

 Comparable Companies Analysis  

 

Sensitivity Analyses 

 


