
The Future Blue Chip Companies — Disney, Starbucks, Visa and MasterCard — 
recently gave presentations in September. As a shareholder of these companies, I listen 
to these conferences, take notes and report my findings. Those findings are below. 
Thank you. 

Disney — Tom Staggs, Chief Operating Officer, speaking at the Bank of America/Merrill 
Lynch 2015 Media, Communications & Entertainment Conference. 

When CEO Bob Iger took over, he laid out a clear and concise strategy that had three 
pillars: High quality content, geographic expansion and leveraging technology across 
the business. 

ESPN was a big conversation piece due to Iger’s recent comments on subscriber loss. 
Staggs says the market overreacted by selling the stock down so low. He reiterated that 
ESPN’s live sports programming remains among the most valuable networks in 
television, and that it is the number one driver behind “most local ad sales, HD 
upgrades [and] broadband subscriptions” for distributors. 

Staggs also noted that viewership on Watch ESPN, the company’s streaming service, is 
up significantly. And while other streaming platforms like Netflix are gaining steam, most 
users still pay for TV, and use it for a majority of their viewing time. Staggs expects 
multi-channel bundles to present value to consumers for quite some time. 

Disney took advantage of the fall in stock price, gobbling up $2.4 billion worth of stock in 
the month following its earnings report, bringing the total for the year to $5.6 billion. 
They expect to buyback $6 billion to $8 billion in fiscal 2016. 

China was another big discussion, as worries persist about the local economy and with 
Disney’s new Shanghai park set to open in spring 2016. “It hasn’t impacted our 
enthusiasm for the project at all,” as the park is “meant to be there for decades to 
come.” He notes that Chinese consumer spending remains strong — something we 
highlighted in the Big Picture Summary (to get the BPS sent to you for free, simply 
sign up for the FBC newsletter!) — and for that reason, Disney remains optimistic. 
 
They expect competition for this park, obviously, but are looking for high quality 
experiences to set it apart, much like it does in the U.S. 

Within 3 hours of the Shanghai park there are 330 million “income qualified potential 
guests,” which bodes well for the park’s potential. Management is open to a third park in 
China in the future, to join Shanghai and Hong Kong — the latter of which has been 
admittedly sluggish lately due to temporary “macro issues.” 
 
Some of this is as simple as currency translation, but management remains optimistic. 

http://media.wix.com/ugd/0b4145_97a22e74dc6b41a4aa0030d1249f52fa.pdf


They are adding a hotel to the Hong Kong location, as well as building an Iron Man 
attraction, set to be completed in 2017. 

Parks in general are doing pretty good. Disney is looking to expand the Animal 
Kingdom operating hours, by adding a nighttime spectacular called Rivers of Light, to 
take place on the lake. They’re also converting the Kilimanjaro Safaris to operate at 
night. The attempt is to make it a full-day experience, rather than just a stop on the 
Hopper. This will “instantly add to capacity,” which is great for attendance and future 
revenue. 

They’re also building a new land, Pandora — The World of Avatar, along with a new 
attraction for Frozen. And of course, Star Wars land was a big announcement, set to 
begin construction in both California and Florida parks in 2016, (no timetable on 
completion just yet). 

Speaking of Star Wars, the company is pretty committed to having the franchise touch 
every facet of the business — be it TV, toys and movies. And for the $4 billion price tag 
of Lucasfilm, why shouldn’t they?  
 
In December we’ll get Episode 7, followed by Rouge One in December 2016, Episode 8 
in 2017 and Episode 9 in 2019. There are other great movies on tap, like: 

The Good Dinosaur — Nov. 2015
The Jungle Book — April 2016 (live action film, much like the well-received Cinderella)
Captain America: Civil War — May 2016
Alice: Through the Looking Glass — May 2016
Finding Dory — June 2016
The BTF — July 2016
Beauty and the Beast — March 2017 (also live action)
Guardians of the Galaxy — May 2017
Toy Story 4 — June 2017
Pirates of the Caribbean: Dead Men Tell No Tales — July 2017
Frozen 2 — TBD

Staggs practically said the Marvel series can run forever, because the company has so 
many different characters it can drawn on for movie plots.  

All of this content also plays into consumer products as well, i.e: toys. There’s continued 
strength in Frozen merchandise, with momentum gaining in Marvel and SW stuff too. 
With a few Pixar films on deck for 2016, the hope is that it will drive further sales next 
year too.  

The company is also looking to benefit from the video game, Star Wars: Battlefront. It’s 
made along with Electronic Arts, which has put out “some pretty aggressive sales 
figures.” 



Starbucks — Scott Maw, Chief Financial Officer, speaking at the Goldman Sachs 
Global Retailing Conference. 

Right off the bat, Maw basically says, listen guys, we have a pretty straight-forward path 
to grow sales to $20 billion, which is growth of low double-digits for the next several 
years. Earnings growth should continue on the pace of 15% to 20% for the foreseeable 
future.  

All investors need to do at this point is figure out how much they are willing to pay for 
that type of growth.  

So where does it come from? Essentially Starbucks continues to pull the right levers 
and operate at an exceptionally high level. Currently, they are seeing food sales drive a 
few points of comparable-store sales growth per quarter, as breakfast remains a large 
opportunity — breakfast sandwiches grew 30% last quarter. Maw also sees a lot of 
opportunities for lunch/afternoon food sales too. Food makes up roughly 20% of sales, 
with the goal for it to make up 25% of sales five years from now. 

The fresh food supply chain has been developed on the coasts, but a large opportunity 
still remains for the Midwest. As for the evening, customers tend to come in small 
groups, have a more expensive ticket, and Starbucks is “just scratching the surface” 
here after several years of research. 

China without question is one of the big topics. It’s not common for the company to 
speak on such regions intra-quarter, but Maw said, “We’re not seeing any material 
impact on transactions in China…We’re not seeing any material impact on profitability or 
revenue.” China is actually outperforming China-Asia-Pacific (CAP) and Q4 should be 
strong as well. Traction in the region is “significant.”  

Mobile Order & Pay (MOP) was another hot topic. Maw expects it to boost comp-
stores sales over a period of several years, while the momentum continues to 
accelerate. When it first rolled out in Portland, it did well. It did even better in the 
Northwest after that, and then even better in the Sunbelt and Midwest. 
 
Because of this, Starbucks accelerated the rollout and it is now available nationally as of 
Sept. 22. The company also announced that MOP is available on Android too. 
Starbucks is working on customized menus as well, so customers know what they can 
have from a particular store — another great way to drive value and convenience and 
suck in more loyalty through the app/My Starbucks Rewards.  

The company is “leaning” into this because they know it’s a winner and is outperforming 
their expectations, Maw said. It also bodes well for delivery, once that feature is 



introduced. Each wave (new region introduced to MOP), is stronger due to better 
execution. MOP is also helping to improve customer satisfaction.  

As for investments, the company has recently upped its benefits package for 
employees. While some shareholders might not like this, it is noteworthy how top-level 
companies treat their employees better, retention rates increase, and the customers 
benefits in the end. This leads to more loyalty and higher sales. Starbucks is one 
example, Costco Wholesale COST is another.  

The investments range from MOP and delivery buildout, the switch to digital rather than 
paper inventory, increase from 2 years to 4 years in the college achievement plan for 
employees, and faster WiFi, both for guests and employees. These investments are 
“paying off significantly both on the top line and on the bottom line.” The investments will 
continue in 2016 as business momentum remains strong.  

Tea can be a bigger part of the business, Maw said, making up just 8% to 9% of 
revenues presently. Some of the seasonal teas, like Mango Black Tea Lemonade, are 
doing extremely well. They have more and better seasonal tea in the pipeline. So far, 
traction for Teavana is “significant.” 
 
In 2015 so far, tea has added a full point of comp-store sales growth, and has a lot of 
momentum exiting the summer season.  

Express stores were also touched on — Starbucks has just one location so far, on Wall 
Street. The store is about 500 sq. feet, (roughly one-third the size of a normal 
Starbucks), and has a slightly smaller menu in order to “streamline” operations.  

Two big things though: 1. The number of transactions are comparable with the average 
Starbucks store; and 2. There has been no cannibalization on the store across the 
street.  

So not only is the store one-third the size, but it does comparable transactions and 
doesn’t hurt the other extremely close location. Maw says there is a lot of opportunities 
for these locations to exist in urban settings, both domestically and internationally, and 
shows the U.S. is not oversaturated at this point. 


