
CASE DELUXE CORPORATION

Free case study sample on topic Deluxe Corporation. Deluxe Corporation is a check printing company that is rated
among the largest check printing companies .

Both of these require a tight asset management. The popularity of paper check payments has decline versus
this online services. While the rating agencies looked closely at a number of indicators of credit quality,
Deluxes managers paid particular attention to the ratio of earnings before interest and taxes EBIT to interest
expense. Thanks for your help. How could it not? This would require him to test the possible effects of
downside scenarios on the companys coverage and capitalization ratios under alter- native debt policies. The
risk of a downgrade of Deluxes short-term credit rating is low, Singh thought. Repositioning the firm as a
pure-play check-printing company made sense to investors, and the companys stock price rose on the news.
According to some analysts, the Business Services segment ultimately held the most promise for Deluxe
because it could allow the company to bundle or cross-sell a variety of products and services to the growing
small-business sector. Exhibit 1 summarizes the firms share repurchase activity in recent years. Furthermore,
there were several regional companies active in this sector that had the potential to be strategic partners for
Deluxe. Next, I decided to use the 5-year note yield because analysts provided information to show that the
market would mature after 5 years and paper checks would be nonexistent. Singh said: Flexibility is how
much debt you can issue before you lose the investment-grade bond rating. Analysis Using CAPM to provide
the calculation for the equity, this presents both positive and negative effects. Instead, you mine all you can
out of the core business before [moving on]. The company went from 62 printing plants to 13, reduced its
labor force from 15, to 7,, outsourced information technology functions, improved manufactur- ing
efficiencies, and divested nearly 20 separate businesses. In my opinion, the company shows a good potential
to continue to grow during the recession through he addition of new financing opportunities and buyback of
some stock. With the new credit rating, I will be able to recommend a certain amount of debt for the company
to take on and be profitable. Is Deluxes current debt level appropriate? This forecast was consistent with the
lower end of analysts projections for revenue growth and realization of the benefits of Deluxes recent
restructuring. For example, the AAA bond, which could have been an option with its cost of debt esteemed at
3. I am sure I'll get a good grade for this essay. American consumers wrote more than 42 billion checks annu-
ally, although check usage had declined in recent years. Background Information Deluxe Corporation is a
check printing company that is rated among the largest check printing companies in the US. Client says about
us Sharon R. Exhibit 6 gives the financial ratios associated with the various rating categories. On the other
hand, other bond that could have been considered still has a high or an exaggerated debt equity ratio, which
can lead the company to insolvency. Foremost in his mind were the words of the companys chief financial
officer, Douglas Treff, who had said to a group of securities analysts barely a week earlier: Let me anticipate a
question which many of you are pondering. Kate I would like to express my appreciation for the amazing job
you did for me. Following the spinoff, Mosner reorganized Deluxes remaining paper-payments seg- ment
around three primary business units. From time to time, Deluxe required additional financing for such general
corporate purposes as working capital, capital asset purchases, possible acquisitions, repayment of outstanding
debts, dividend payments, and repurchasing the firms secu- rities. Some special considerations are the mix of
debt and equity, maintenance of financial flexibility, and the preservation of an investment-grade bond rating.
We have spun off a business, eFunds, at the end of , to unleash the value of two different types of companies. I
we compare that to the market beta, our answer for CAPM would change from the 9. However, when the
company obtains cash using other means than debt, it is to pay tax. Mosner, had led a major restructuring of
the firm whereby he rationalized its operations, reduced its labor force, and divested several noncore
businesses. Financial Services sold checks to consumers through financial institutions, with institutional
clients typically entering into three-to- five-year supplier contracts. Over the preceding decade, however, the
firms share price growth had lagged the broad market indexes. Concerns about revenue growth and declining
demand for printed checks were echoed in the comments of analysts who followed the firm. You are on page
1of 6 Search inside document Rajat Singh, a managing director at Hudson Bancorp, needs to find a way to
rejuvenate the paper check corporation.


