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Accenture (ACN), Yield: 2.3% 

Widely Attractive Growth, On Sale 

This powerful large cap blue chip company has attractive 

business spread across attractive growth opportunities, and 

the recent market wide sell off has created an increasingly 

attractive entry point for disciplined long-term investors. 

While the market panics, hold your nose and consider 

buying shares. Disclosure: We are long these shares. 

 

Thesis: Accenture is a business and 

technology services consulting 

company with a large but nimble 

workforce, a backlog of projects and 

relationships, and a business that is 

increasingly focused on attractive 

growth initiatives including digital, cloud and security services (these 3 have grown to 30% of 

total revenues). The company’s strong brand and impressive workforce make it a perennial 

industry leader and powerhouse, and the recent market wide sell off makes the shares 

increasingly attractive. 

Summary: 

• Accenture is a global professional services company, providing a broad range of solutions in 

strategy, consulting, digital, technology and operations for organizations across industries. 

Sixty percent of the business (revenues) are derived from new growth markets including 

digital, cloud and security services. Accenture remains at the front end of IT industry 

changes due to its deep industry expertise and very large but nimble workforce. 

• The street expects double-digit EPS growth in the years ahead. Accenture is a highly efficient 

allocator of capital between growth initiatives, dividends (1.7% yield), share repurchase and 

smaller acquisitions (the company expects to generate 20-30% of its revenue growth from 

acquisitions). 

• Accenture ranks highly relevant to most peers, according to CIOs in a 2018 BofA survey. The 

survey also found the same CIOs expect IT services spend to grow at 0-5% in the coming 

quarters. A 2016 BofA survey pegged Accenture at 3.8% of the highly fragmented global IT 

services end market. 

• Accenture reported strong Q4 earnings execution across all three of its financial imperatives 

for driving shareholder value (revenue momentum, operating margin and free cash flow). 

Current Price: $137 

Street Price Target: $179 

What’s good: 

• Attractive Growth 
(digital, cloud and 
security services). 

• Powerful Workforce. 

• Thoughtful Capital 
Allocation. 

• Increasingly 
Attractive Valuation. 
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The business and the industry: 

Accenture is a leading global professional services company, providing a broad range of 

services and solutions in strategy, consulting, digital, technology and operations. Combining 

unmatched experience and specialized skills across more than 40 industries and all business 

functions – underpinned by the world’s largest delivery network – Accenture works at the 

intersection of business and technology to help clients improve their performance and create 

sustainable value for their stakeholders. With 459,000 people serving clients in more than 120 

countries, Accenture drives innovation to improve the way the world works and lives. 

Business Getting Better: 

Accenture’s business continues to steadily improve; revenues increased 11% year-over-year, 

and increased across all operating groups. Accenture signed $42.8 billion in new booking over 

the last 12 months, a 12% gain from the previous year. The digital, cloud and security services 

accounted for 60% of revenues, and grew 25% year-over-year. 

Accenture reported strong Q4 earnings execution across all three of its financial imperatives for 

driving shareholder value (revenue momentum, operating margin and free cash flow). 

• Revenue momentum continued with very strong net revenue growth of 11% in local 

currency reflecting our fourth consecutive quarter of double-digit growth. Our growth 

continued to significantly outpace the market reflecting both our leadership position in 

"the New" and the durability of our diverse yet highly focused growth model. 

• Our operating margin of 14.3% came in as expected and was up 10 basis points from last 

year. We were very pleased with our strong underlying profitability, which allowed us to 

invest significantly in our business and our people, and we delivered EPS of $1.58 in the 

fourth quarter up 7% from last year. 

• And finally, we delivered free cash flow of $1.9 billion which was better than expected 

driven by strong growth and profitability and continued industry leading DSOs. 
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Risks and Bear Case:   

The biggest risks to Accenture are an extended bear market or anything that could damage 

the company’s brand. The company can handle shorter-term market weakness because of 

existing contracts, but an extended bear market could cause business to decline meaningfully 

if companies do not have the budget to renew consulting contracts. Regarding the company’s 

brand, that’s what enables the business to grow. Lawsuits or bad PR could be a significant 

detriment to the business. Accenture maintains and grows its business through its strong brands 

and existing relationships. 

 

Brief History of the Company and its founding:  

Accenture began as the business and technology consulting division of accounting firm Arthur 

Andersen in the early 1950s when it conducted a feasibility study for General Electric to install a 

computer. In 1989, Arthur Andersen and Andersen Consulting became separate units of 

Andersen Worldwide Société Coopérative (AWSC). On 1 January 2001, Andersen Consulting 

adopted its current name, "Accenture". The word "Accenture" is derived from "Accent on the 

future." Accenture announced on 26 May 2009 that its board of directors unanimously 

approved changing the company's place of incorporation from Bermuda to Ireland and would 

become Accenture plc. 

Valuation: 

Accenture’s forward price to earnings ratio (21.5x) is currently above it historical average 

(19.6%), but so too is the company’s expected growth rate. Both consulting and outsourcing 
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business are expected to grow (with a modestly higher growth rate for consulting). Growth is 

expected across industries 
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Wall Street likes the shares, and has an aggregate “buy” rating. 
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Competition: 

Accenture has a wide variety of competition within the highly fragmented IT services and 

consulting industries, including large peers such as IBM and CapGemini, strategy consultants 

such as Booz Allen Hamilton, and a myriad of smaller niche consultants and IT service providers. 

Accenture ranks highly among its peer completion. For example, in a 2018 BofA survey, CIO’ 

ranked Accenture highly relative to peers on specific parameters such as strength in digital and 

who they’d most like to start engaging with within the next 2-3 years. 

Total Addressable Market: 

A 2016 BofA survey noted ACN had $32.9 billion in revenues, representing 3.8% of the highly 

fragmented global IT services end market. That makes the TAM $865.8 billion in 2016, and it has 

been growing as IT budgets have increased, particularly in 2018 following tax reform initiatives 

that made more capital (for IT spend) available. A recent BofA survey found CIO expect IT 

services spend to grow at 0-5% in the coming quarters. Over the long-term, Accenture’s 

business will continue to grow as it adapts its workforce to meet the needs of changing 

technology growth initiatives.  

Management- (Capital Allocation):  

Accenture is a highly efficient allocator of capital between growth initiatives (60% of the 

business revenues are derived from new growth markets including digital, cloud and security 

services), dividends (1.7% yield), share repurchase and smaller acquisitions (the company 

expects to generate 20-30% of its revenue growth from acquisitions). The street expects double-

digit EPS growth in the years ahead. The company returned significant cash to shareholders in 

fiscal year 2018. 
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Catalyst:  

The main catalyst is IT services spend by 

enterprise organizations around the 

globe. Organizations continue to update 

technologies to stay competitive, and 

this benefits Accenture. The is no one 

single initiative that drives Accenture’s 

growth (because the company has 

thousands of differentiated ongoing consulting projects), however digital, cloud and security 

services are large themes fueling growth. 

 

Recent Price action:  

Accenture has recently sold off similarly to the rest of the market, as shown in the following 

chart. 

Special/Unique: 

Accenture’s large and nimble 

workforce adjusts to meet the latest IT 

needs of large organizations. This 

adaptability, along with its strong 

brand within the IT services industry, 

allows the organization to remain 

relevant and excel over time. 

 

The Last Downturn: Like most everything else, Accenture sold off during the financial crisis, 

though arguably less so as shown in the following chart. 

 

Since its IPO in January 2001, 

Accenture has consistently 

outperformed the market, as shown in 

the following chart. 
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Quality: According to a 2018 BofA 

survey, CIO’s were asked to rank 

vendors based on quality of service, 

and named INFY, TCS, EPAM and DCX, 

but when asked to rank on specific 

parameters (such as strength in Digital, 

RPA, etc) then: IBM, Dell/EMC, and 

ACN were the top ranked vendors. 

When asked who they’d most like to 

start engaging with within the next 2-3 

years: DCX, AMZN, MSFT and ACN. 

Insider Activity:  

CEO, Nanteme Pierre, is the largest inside owner. He owns 0.06% of the shares outstanding. He 

has increased his holdings over the last year. 

Capital Structure: 

Accenture is a service business, that does not require heavy capex. As such, the company 

maintains very low long-term debt (~$25 million) relative to its market cap ($99 billion). 

 

The Bottom Line: 

Accenture currently presents an attractive investment opportunity for disciplined long-term 

investors. The combination of growth businesses (digital, cloud, security services), large but 

nimble workforce, and current market valuation make the shares compelling. We currently own 

shares of Accenture (ACN).  


