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What is Synchrony Financial?

• Ticker Symbol: SYF

• Exchange: NYSE 

• Stock Price: $33.27

• Market Cap: $21.5 billion

• Revenues (FY2019): $17.2 billion 



What is Synchrony Financial?

• Financial services company specializing in custom 
financing and banking services 

• Across industries such as national/regional retailers, local 
merchants, manufacturers, and healthcare service providers

• Partners with over 500 retailers in the U.S. (Retail 
Card)

• 390,000 locations

• Provides financing for major consumer purchases 
(Payment Processing)

• Provides financing for major medical bills 
(CareCredit)



Timeline (History)

• 1932 – General Electric begins offering financing plans to help consumers more easily pay for 

appliances.

• 1970 – First GE-branded credit card is released

• 1981 – GE Capital Retail Bank is founded to provide retail credit services to consumers

• 1981 – CarCare is established, providing financing for auto repair and products.

• 1998 - Establishes partnerships with JCPenney and Walmart.

• 2007 – Partnerships with Chevron and Texaco.

• 2009 – First mobile banking app.

• 2014 – Spun-off into Synchrony Financial

• 2014 – IPO
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Industry Overview

• Synchrony is very specialized in its business 
model compared to the nearest competition

• Focuses on retail industry, but different types 
of retail

• Industry-specific metrics outperform peers 

• Net Interest Margin

• Return on Assets 

• Market is very segmented

• American Express (AXP) focused on high end

• Capital One (COF) focuses on lower classes



How Synchrony Makes Money

• As a financial institution, Synchrony earns money via fees and interest income on 
loans and invested cash balances

• Large portions of revenue are recognized on the income statement but are actually 
receivables (owed within 1 year)

• The spread between deposits and loans



Credit Products 

• Private Label Credit Cards 

• Dual Cards/Co-Branded Cards

• Pay-in-full Accounts Receivable 

• Installment Loans 



Retail Card

• Private label credit cards and Dual 
Cards (private co-branded cards)

• Most are closed-loop, only can be 
used at participating retailers

• 29 national and regional retailers 
with over 40,000 retail locations

• Contracts range from five to ten 
years on average



Payment Processing

• Leading provider of promotional 
financing for major consumer 
purchases

• Promotional periods are offered as 
incentive

• Deferred interest

• No interest

• Reduced Interest



Care Credit 

• Promotional financing for health, 
veterinarian, and personal care products

• Partners mainly individuals and small 
providers of healthcare services

• Health-focused retailers (Pharmacies)



• Offers FDIC-insured savings and deposits products 

• Deposits help to fund loans made on credit cards 

• Due to higher average APRs, SYF can offer higher 
interest rates on the Bank’s products

• ~$67 billion in deposits, makes up 73% of funding 
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Key Partners

Largest e-commerce retailer, 

hundreds of billions in sales

Duopoly with Home Depot 

as home improvement

One of the largest wholesale 

retailers in North America 

Biggest retailer for auto parts 
One of the largest mattress 

retailers in the world 
Pharmacy and convenience 

store, (9000 locations)

12 year relationship 40 year relationship 26 year relationship

21 year relationship
19 year relationship ~30 year relationship

Average Relationship: 21 years



Loyalty Programs

• Statement Credit

• Deferred/No Interest

• Cash Back Rewards (1-5%) 

• Redeemable rewards points

• Merchandise Discounts 



Synchrony Connect

Lead

Value-added program offering expertise in non-finance related areas 

Operate

Customer Service

Risk Management

Innovation

Marketing

Customer Relationships 

Strategies for Leadership

Organizational Strategy

Talent Management 

Grow 



Retail Share Agreements

• Revenue is shared with retail partners if 
certain metrics and thresholds are met

• Measured as a certain percentage of 
interest income minus all other expenses 

• Aligns interests and incentivizes partners 
for continued business  



Purchase Volume
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Loan Receivables
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Private Label and Dual Credit Card

• The majority of Synchrony’s credit cards 
are in a closed-loop network.

• These are known as private label credit 
cards, meaning they can only be used at 
their co-branded stores.

• The open-loop network, also known as dual 
credit card.

• Affiliated with a credit card network like Visa or 
Mastercard and can be used anywhere those card 
types are accepted.
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Network Effect
The co-branded card also known as the multi-category card.
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Promotional 
Financing

21



Open Loop Network
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Customer                            Merchant                      Acquirer                               Network             Issuer



Closed Loop Network
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Switching Costs
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Network Effect
The co-branded card also known as the multi category cards.
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Car care has over 

730,000 partner locations 

in 2019 up from 500,000 

in 2018.

Care Credit has over 

240,000 locations in 2019 

up from 200,000 in 2018.

Home Credit Card is 

accepted in over 1 

million home-retail 

locations nationwide. 



Moat

• Retailers generate additional income through 
the retailer share agreement with SYF. 

• Once certain agreed upon performance 
challenges are met, SYF shares revenue with 
retailers. 

• In 2017, SYF paid $2.9 billion in retail share 
agreements. This motivates retailers to 
incentivize customers to use their private label 
card. 

• Average length with partners 21 years.
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• Switching private label credit card providers is a 

risk.

• Losing the quality customer data, which could 

disrupt the purchase behavior of a retailer’s loyal 

customer.

• Example, when Costco discontinued Amex for 

Citi, some customers cancelled their membership, 

or they started using other credit cards.

• In 2016, Citi received more than 1.5 million 

customer service calls around the time of the 

transaction. 



Risk Factors



Risk Factors

• SYF’s top 5 customers accounted for 47% of total 
interest and fees on loans.

• Retail Apocalypse

• In 2017 Toys R us filed for bankruptcy

• Just because they go bankrupt does not mean people 
stop paying their debt

• SYF turned the Toy R us private label credit card into 
a general-purpose card. Allowing the consumer to 
continue using the card in other locations. 
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• Walmart accounted for 13% of total interest and fees on 

loans. 

• SYF successfully renewed over 50 relationships, 

including five of their largest ongoing programs:

• PayPal, Lowe's, JCPenney and, in January 2019, 

Amazon and Sam's Club, a Walmart subsidiary. 

• In addition to renewing key partnerships, SYF won over 

35 new business deals.

• SYF sold debt portfolio to Capital One.

• Used the proceeds to buy PayPal Credit for $7.6 billion 

and to buy back shares. 

• SYF reduced share count by 14%.
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SYF 2014 2015 2016 2017 2018 2019

Average 
FICO score 715 715 714 715 718 719



Risk Factors 

• Rapidly changing technology.

• Fintech and Blockchain Technology.

• Recessions, Economic slowdowns.

• Cyber Attacks, such as the one that 
happen in TJX back in 2006. 

• TJX became a partner with SYF in 
2011.  



Growth Opportunities

32



Growth Drivers

• Using Care Credit provides flexibility when paying for 
a wide range of healthcare and personal care expenses 
that are not covered by insurance.

• You can use it for dental care, eye surgery, eye-glasses 
and contacts, hearing, trips to the veterinary and more.

• Total Interest and Fees on Loans, 7 years, 7.28% 
CAGR. 
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• SYF acquired Pets Best to expand Care Credit 

Platform in rapidly growing pet market.

• In 2018 the Pet Health Insurance market was 

worth 72 billion dollars.

• The Pet Health Insurance market is anticipated 

to double by 2022.
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Growth Drivers

• SYF purchased PayPal’s credit 
business for $7.6 billion.

• PayPal Credit is an open-end credit card 
account that provides a reusable credit 
line built into your account.

• Venmo has over 40 million users.

• Giving you the ability to pay for your 
purchases right away or over time.
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Multi Category Cards
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Most Recent Earnings Report
(4Q 2019)



New Partners 
and 

Renewed Key 
Relationships



*very diverse consumer data



PLATFORM RESULTS OVER PAST 1 YR





MANAGEMENT'S
OUTLOOK









KEY MANAGEMENT



Margaret Keane

• Chief Executive Officer

• Former president and CEO 

of GE Capital Retail Finance 

Business from 2004 - 2011

Kurt Grossheim

• EVP & COO 2015 – Present

• Former CEO of GE Capital 

Bank

Neeraj Mehta

• CEO and EVP

• CEO of payment solutions

• Chief Commercial Officer

• Former GE EVP and CEO of 

commercial distribution. 

finance, started with GE in 

1996 



Paul Whynott

• EVP and Chief Risk Officer

• Former senior VP of the 

Federal Reserve Bank of New 

York from 1992-2014

Brian Doubles

• EVP and CFO

• With synchrony for 10 

years (including before 

split off from GE)

• Key asset in spinning off 

and the IPO of synchrony

Carol Juel

• CIO and EVP

• Former CIO of GE 

capital retail finance

• 2009-Present
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DEBT ANALYSIS AND 
OBLIGATION RATIO



OBLIGATION RATIO
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Total Debt:

+ Leases * 7

+ Pension shortfall

+ Preferred stock

- Cash

___________________

Net Income

$19,866 mill

+ $294 mill * 7

+ 0

+ 0

- $12,963 mill

_________________

$3,799 mill

OBLIGATION RATIO: 2.35 YEARS < 5 = PASSES



SHORT AND LONG-TERM DEBT MATURITIES
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Debt is spread out and should not be a problem.



SHORT AND LONG-TERM DEBT MATURITIES
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*12, 963 million in Cash Assets
*3, 799 million net Income



Interpretations of Financial Statements (IOFS)



Revenue (in millions)
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We look for an upward trend



Interest Income
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Net Income 
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Net Margin
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We look for a ratio above 10%



Net Interest Margin
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Depreciation to Net Income
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We look for a Depreciation 

to Operating Income ratio to 

be below 10%.

But since SYF is a bank they 

do not have Operating 

Income.



Long-Term Debt (LTD)
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We look for a declining trend



Return on Assets (ROA)
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We look for a ROA  ratio above 1%



Return on Equity (ROE)
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We look for a ROE ratio above 15%



Adjusted ROE
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We look for this ratio to be above 15%



Total Shares Outstanding (millions)
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We look for a declining trend 



Diluted EPS
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We look for an upward trend



Retained Earnings 
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We look for an upward trend



Free Cash Flow
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We look for an upward trend



Interest Expense to Net Income
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We look for this ratio to be 

below 70%

Great if below 35%



FCF Margin
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We look for this ratio to be above 10%



SG&A to Revenue
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We look for this ratio to be below 80%



Debt-to-Equity Ratio
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We usually look for a business to 

have a Debt to Equity ratio 

below 0.80.

Since SYF is a Financial 

Institution, Buffett likes a Debt 

to Equity ratio below 9.



Historical Dupont Analysis

Year
Total Asset 
Turnover

Net Profit
Margin

Financial Leverage 
Multiplier

Return on 
Equity

2019 0.16 22% 6.95 24.6%

2018 0.16 17% 7.28 20.0%

2017 0.16 13% 6.73 14.0%

2016 0.16 16% 6.35 16.4%

2015 0.16 18% 6.66 18.5%
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Industry DuPont Analysis

Company Total Asset Turnover
Net Profit

Margin
Financial Leverage 

Multiplier
Return on Equity

0.16 22% 6.95 24.6%

0.10 25.8% 9.61 25.4%

0.19 5.6% 16.34 17.7%

0.04 26.1% 10.10 10.1%

0.16 21.9% 8.61 30.1%

0.07 19.4% 6.73 9.8%



Industry Specific Metrics
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Specific Industry Metrics
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5.37%

2.70%

6.00%

2.52%
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5.63%

3.26%

6.10%
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Industry Specific Metrics
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Industry Specific Metrics
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Industry Specific Metrics

15.57%

2.50% 2.63%

8.23%

2.01%

6.48%
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Intraportfolio
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Above 15%



The lower 

the better



The lower 

the better



The lower the 

better





The Lower the 
better



Conscious Investor 5 Year
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Conscious Investor 3 Year
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Conscious Investor 2 Year
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Value Bands
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Red = 80th percentile 

over-valued

Green = 20th percentile 

under-valued

Between = fairly-valued
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Discounted Cash Flows



DCF - Bear

99
Growth Rate: 3%



DCF - Base

100
Growth Rate: 8%



DCF - Bull
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Growth Rate: 12%



Reverse DCF

102

At a Discount Rate of 12%, SYF only has to grow at 1.44% 

over the next 10-years to give us a 0% Margin of Safety.

At a Discount Rate of 10%, SYF does not have to do 

much to have a margin of safety of 0%.
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Recommendation



400 shares

• Great business

• Strong moat

• Opportunities for growth

• Being offered at a value gap


