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Intuit (INTU) 
July 24th, 2019

Moat Category 

Capital-Light Compounder
Fair Value Estimate 

-
Price  

$281.90
Enterprise Value 

$72.1bn

Moat Type 

Switching Costs, Brand
Economic Moat 

Wide
Stewardship Rating 

Standard
Market Cap 

$73.1bn

• What does it do: “Intuit develops and markets well-

known and trusted software products such as 

QuickBooks for small-business accounting, TurboTax 

for preparing personal tax returns, and Mint for 

managing personal finances. The firm is targeting 

the additional needs of small businesses with payroll 

and payment processing products in addition to 

growing its self-employed user base. Intuit was 

founded in 1983 and is based in Mountain View, 

California.” (Source: Morningstar) 

• Produced positive EVA since 2004. Since 2016, EVA 

production has rapidly grown, and the market has 

rewarded INTU for this. Market is optimistic about 

future EVA creation.

• Intuit’s capital base has remained the same while 

EVA has rapidly grown since 2016. This puts Intuit in 

the Capital-Light Compounder moat category. 

• Since 2010, Intuit has reduced its capital intensity by 

increasing EBITDAR margins upon the same capital 

base.

Source: www.evaexpress.com

http://evaexpress.com
http://evaexpress.com
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09 2018 Notes

Revenue 3109m 5964m 7.5% CAGR

EBIT 683m 1497m 9% CAGR

Gross margin 81% 84% Steady and stable

EBIT margin 22% 25%

Net margin 14% 20%

Basic shares out 322m 257m Intuit has spent $7.6bn in 
buybacks in the last 10 years.

Assets 4826m 5178m

Equity 2557m 2354m

Intangible+Goodwill 2045m 1672m

ROIC - T-Model 30.6% 101.3%

ROIC - EVA 19.3% 54% Record high in 2018.

EVA Spread 9.6% 46.5%

Past 10-year performance metrics
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Industry observations

• Intuit controls 65% of the Tax Preparation 

Software Developers industry. Total industry 

revenue is $3.5bn. Table above shows key 

industry characteristics. 

• Operators typically generate a steady flow of 

revenue due to the necessary nature of filing 

taxes each year and have experienced rising 

revenue as consumers become more 

comfortable using computer programs. 

According to the 2019 Tax Returns Survey by the 

National Retail Federation, the share of 

consumers using computer software will reach an 

estimated 37.0% in 2019. This has boosted 

industry demand over the past five years and 

enabled the industry to outpace growth in 

demand for other tax-filing services. Revenue is 

expected to rise 4.6% in 2019 alone, and 

anticipated to subsequently rise an annualized 

4.4% to $4.3 billion over the five years to 2024. 

• Electronic tax-filing software transmits highly 

confidential information and must reflect all 

changes in state and federal laws. Therefore, 

reputability, brand recognition and compliance 

are essential for industry players to establish a 

customer base. Intuit has maintained a strong 

share of industry revenue during the period, 

which has enabled the company to earn profit 

margins significantly greater than the industry 

average. Generally, the variable costs to 

accommodate additional software users are 

minimal. As a result, when an industry operator 

increases its users, operating income will rise as a 

share of revenue. 

• Intuit is also a player in the $81.5bn industry of 

Payroll & Bookkeeping Services, of which Intuit 

represents 6%. 

• Over the five years to 2024, revenue for the Tax 

Preparation Software Developers industry will 

likely continue to increase, albeit more slowly 

than during the previous period. Moreover, the 

industry typically targets younger users or users 

with simple tax-return needs, which most often 

attracts those in the low- and middle-income 

brackets. While the industry has experienced 

rapid adoption among these demographics over 

the past five years, expansion in the number of 

new customers will likely decelerate as the use of 

services continues to approach a natural point of 

saturation.

Source: www.ibisworld.com

Source: www.ibisworld.com

http://www.ibisworld.com
http://www.ibisworld.com
http://www.ibisworld.com
http://www.ibisworld.com
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Qualitative observations

• Intuit aims to be the operating system behind 

small businesses. The company has an 

entrenched market-leading position in self-

prepared tax and small- to midsize-business 

accounting software. 

• Key to Intuit’s success is the inherent switching 

costs associated with its software. 

• Shifting to alternative software costs customers 

the time and effort required to learn a new 

product, additional training costs, operational 

disruption, and the risk of transferring business-

critical data. 

• Moreover, Intuit has strengthened the stickiness 

of their customers by skillfully intertwining the 

functionality of its multiple products, such as 

payroll, making users more likely to adopt 

additional products as their needs expand (the 

Ecosystem Effect). 

• Intuit’s brands, such as TurboTax, represents trust, 

reliability, ease of use and an affordable price.

BV = $2,557m

ROIC = 19.3%
IC/sh = $8.80

BV = $4,070m

 ΣCash Returned = $10,043m

ΣNOPAT = $7,695m

ΣAcquisitions = -$47m ΣFCFE = $11,441m

ΣBuybacks
=

$7,605m

BV/sh = $7.94

BV/sh = $15.82

△BV = $1,513m

△BV/sh = $7.88

  13 %

  24 %   76 %

Total (in $mm) = ̗BV + ΣCash Returned
Total (in $mm) = 1,513m + 10,043m = $11,556m

$Per share = ̗BV/sh + Dividend/sh
Per share b= 7.88 + 9.09 = $16.97

Date: 28th July, 2019

All figures in USD millions, except per share

The Berkshire Cow - Measuring Economic-Value Creation

Rev/sh = $9.66
ROIC = 54%
IC/sh = $13.53

Rev/sh = $25.63

ΣDividends
=

$2,438m

ΣGrowth Capex = $1,016m   13 %

Ticker: Intuit (INTU)
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Wide Moat Checklists

Competitive Strengths Does INTU 
have it? Evidence

Product or service is needed or 
desired (and will continue to do 
so)

. Small businesses will continue to need tax, accounting and payroll 
software services.

Product is perceived by its 
customers to have no close 
substitute

. 
  

 

Intuit dominates the personal tax filing software space. Other 
substitutes available, but not nearly as popular. 

Many substitutes available for payroll services. Much bigger 
players than Intuit.

Product is not subject to price 
regulation

. IBIS rates regulation levels as medium. 
Further investigation needed.

Strong barriers to entry . IBIS rates barriers to entry as medium and growing. 
1) Relative ease of distributing software over the internet makes it 

easy for new players to enter the market. 
2) Dominance of Intuit is a barrier. Customers already subscribed 

to a certain software are unlikely to switch next year 
3) Intuit commands economies of scale since it controls a large 

customer base. They are able to offer services at very little cost 
per additional user. Challenging for an entrant to offer similar 
prices. 

4) Customer trust is a key barrier to entry. Businesses need to 
trust a software will accurately file taxes. This moat reinforces 
itself. Customers are unlikely to trust a new, unknown tax 
preparation software platform, and a software platform cannot 
gain customer trust and acceptance without first establishing a 
sizeable customer base.

Loyal customers . Customers look for usability, reliability, available product support 
and price. Intuit checks all these boxes. 

Low risk of technological 
obsolescence

. Intuit constantly would need to upgrade its software’s capabilities. 
It would also need to stay up to date with any changes in tax law.

Abundant growth possibilities . IBIS rates the industry in the growth phase. That said, growth will 
slow in the next 5 years. 
Would need to investigate further if Intuit has growth 
opportunities outside North America. Would be challenging given 
differing tax laws.

Limited capital requirements . Business is not capex intensive.

Significant and growing free 
cash flows (and EVAs)

. Intuit is likely to continue growing EVA while maintaining current 
capital base. 
This could change if a major acquisition is made. Intuit has made 
small acquisitions in the past.


