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Stock Analysis - Activision Blizzard Inc
Company’s Overview 
Activision Blizzard Inc. was incorporated through a merger of Activision and Vivendi Games in the year 2008 in America. The corporation is headquartered in Santa Monica in California. The company is a member of S&P 500, and trades in one of the largest stock exchange market, NASQAD under the initials ATVI ("Activision | Blizzard: Investor Relations"). The firm operates in the entertainment industry specifically in video games development. The gaming industry has been recording tremendous improvement over the years. This is attributable to the evolving technology and increased use of Smartphones and personal computers. Since the year 2014, Activision Blizzard Corporation has been experiencing a rise in both sales and income. In the year 2016, the company recorded an increased profit of 15% compared to the fiscal year ending December 2015 ("Activision | Blizzard: Investor Relations"). 
The Corporation’s Plan 
Mobile Gaming and Interactive Entertainment Growth 
Mobile gaming and interactive entertainment form the cash cow component for the company’s products. Activision Blizzard participates in the international entertainment industry in various markets globally. Personal computer and mobile gaming have become popular in entertainment ("Activision | Blizzard: Investor Relations"). The trend in gaming is expected to increase with the additional players getting in the market. Further, the interactive entertainment cuts across all age groups and the geographical spread of gaming continue to grow. The company plans to develop more games that conform to various cultural backgrounds of the customers in new markets. The strategy is aimed at increasing the customer base and revenues to the firm. 
Table 1: Activision Blizzard Closing Stock for the Past Two Weeks
	Date 
	Closing Stock Price ($)

	28/07/2017
	61.45

	27/07/2017
	61.17

	26/07/2017
	62.64

	25/07/2017
	60.95

	24/07/2017
	61.44

	21/07/2017
	60.93

	20/07/2017
	61.08

	19/07/2017
	61.33

	18/07/2017
	61.33

	17/07/2017
	60.50



The closing prices of the stock have been on the rise for the two weeks indicating a bullish trend ("Activision | Blizzard: Stock History"). Within two weeks, the company’s share price increased from 60.50 to 61.45. This indicates the viability of investing in the stock of the enterprise. For instance, if an investor invested $1 million on 17th July 2017 when the stock price was $60.50 and decides to sell the stock after two weeks at $61.45, the investor would earn:
1,000,000/60.50 = 16,529 shares
16,529*61.45 = 1,015,707
Profit = 1,015, 707 – 1,000,000 = $15,707
Opinion 
Before making an investment decision on stocks, it is essential to evaluate both the quantitative and qualitative factors of the business (Rutterford and Davison 19). The quantitative analysis involves evaluating the quantifiable performance of the firm including the growth rates, payout ratio, debt, return on equity, yield, and valuation. The qualitative analysis non-quantifiable factors of the business including an economic moat, competitive advantages, economies of scale, distribution, brand name, barriers to entry, switching costs, and margin of safety (Rutterford and Davison 27). 
Quantitative Analysis 
Growth Rates
Establishing the firm’s growth rate includes determining the compound growth of relevant metrics such as dividends per share, earnings per share, and revenue. While making investment decisions on the stock to invest in, it is critical to analyze these trends over a longer time frame like five or ten years. The more extended period gives the analysis adjustment against temporary fluctuations of the market variables such as inflation, exchange rates and interest rates (Rutterford and Davison 42). Further, it is important to analyze the performance of the company against the competitors in the market to determine the growth of the business against that of the competitors. 
The company’s earnings per share have been on the rise since inception. This indicates the viability of investing in the company. Further, the company’s stock shows earnings consistency over the last five years thus, giving a reason for investing in the company’s stock. Activision Blizzard performs relatively well in the software and programming industry compared to other firms in the industry such as Adobe Systems Incorporation, and 3D Systems Corporations ("Activision Blizzard, Inc Competitors"). The firm’s, revenue has increased over time and is expected to grow in the foreseeable future with the increase in gaming customers. 
Debt
When making an investment decision in a company’s securities, it is important to consider the amount of money that the company owes creditors (Rutterford and Davison 37). High level of debt contributes significantly to the cost of running the business and therefore reducing the profitability of the business. A lower level of debt indicates lower operational cost and increased profitability. The company’s debt to equity ratio for the year ending 2016 was 0.54 ("Activision | Blizzard: Investor Relations"). This indicates the firm is almost halfway funded by owners’ equity and by debts. This indicates the company’s ability to repay the loan by owner’s equity in case of dissolution. Thus, the company passes the investment consideration based on debt. 


Qualitative Analysis 
Economic Moat
The term economic moat was coined by a legendary investor by the name Warren Buffet (Brilliant and Collins 3). The economist emphasized the importance of perceiving a firm as a castle. Around the castle is the moat which sustains the company’s competitiveness in the industry. In other words, refers to a firm’s sustainable competitive advantage over the competitors. The company operates in the technology industry whose performance is basically as a result of the level of innovation and creativity. Further, the industry is characterized by developing unique products to meet the customers’ expectations. Activision Blizzard Inc. invests heavily on research and development to develop superior products and services in the market and thus have a sustainable advantage to remain competitive in the market. 
Distribution
Distribution networks influence the performance of the company (Brilliant and Collins 5). Activision Blizzard Company has efficient distribution systems including online distribution where customers download games wherever they are. Further, the company has its presence in different countries. The geographical diversification allows the company to participate in many markets globally. Therefore, the company absorbs economic shocks increasing the profitability of the firm.  
Barriers to Entry 
The ease and difficulty in getting more players in the market influence the performance of the business (Brilliant and Collins 11). New entrants in the market have higher chances of reducing the market share of an existing organization. Activision Blizzard operates in software and programming industry that require massive capital to cater for start-up costs. Thus, the industry has relatively lower chances of new entrants in the market. Thus, the company’s stock is worthy of investing. 
Conclusion
Activision Blizzard stocks are worth investing given the higher chances of potential growth and relatively competitive performance of the company in the industry. Making investment decision considers some degree of risk as the future performance is uncertain. However, I perceive the stock of Activision Blizzard undervalued and likely to rise considerably. This is because of the positive trend in the gaming industry and development in technology. Thus, investing in the company’ stock have higher chances of wealth creation to the investor.
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