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Deep Dive

Two stock picks for long-term growth as
people keep moving away from cash

A highly rated fund manager makes a five-point case for Mastercard and Visa to continue dominating

the payment-processing space
By Philip van Doorn

Sometimes, investors need to be re-
minded that “old reliable” companies
whose services we take for granted can
still innovate, remain competitive and
put up excellent numbers for years.

Krishna Chintalapalli, portfolio manager
of the Parnassus Value Equity Fund,
believes Mastercard Inc. and Visa Inc.
are well positioned as people around the
world continue to move away from using
cash for purchases, despite competition
from newer players in the space.

The Parnassus Value Equity Fund has
$4.6 billion in assets under management
and is rated four stars (out of five) within
Morningstar’s “large value” investment
category. The fund held 45 stocks as of
Aug. 31. According to Chintalapalli, the
fund’s objective is to buy or add to stock
positions when those companies are
“out of favor” with investors, though that
doesn’'t mean all of the holdings of the
fund are cheaply valued.

During an interview with MarketWatch,
Chintalapalli explained that he might
continue holding a stock for years,
even if it is trading at a much higher

10-year Total Return

MASTERCARD:

Mastercard and Visa have outperformed the S&P 500 over the past 10 years, while
their compound annual growth rates for earnings per share have been much higher
than the weighted EPS growth rate for the index.

valuation than when he purchased
it, “if we believe the upside hasn’t
reached full potential.”

An example is Oracle Corp., which
made up 1.6% of the fund’s portfolio as
of Aug. 31. The stock had returned 37%
for 2025 through that date, and was

up another 25% from Aug. 31 through
Sept. 29, for a year-to-date return of
71%. (All investment returns in this ar-
ticle include reinvested dividends.)
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“We bought Oracle in 2022 when peo-
ple were not debating anything about
the stock,” Chintalapalli said, adding
that he had trimmed the position in the
meantime.

“Stocks take a long time to play out to
full potential,” he noted. “We try not to
trade in and out on a yearly basis.”

The case for Mastercard and Visa
Here are total returns for Mastercard
and Visa over 10 years through Monday,
compared with that of the S&P 500:

One of the reasons that Mastercard
and Visa have been such strong
performers is that they have com-
pounded their earnings per share

so quickly. For 10 years through
2024, Mastercard’s compound an-
nual growth rate for EPS was 16.2%,
just ahead of Visa’'s EPS CAGR of
16.1%, according to data supplied by
LSEG. In comparison, the S&P 500’s
weighted EPS CAGR for 10 years
through 2024 was 7.8%.

Looking ahead, Mastercard’s EPS
CAGR is projected to be 16.3% from
2025 through 2027, while Visa’s two-
year projected EPS CAGR is 12.2%,
based on consensus EPS estimates
among analysts polled by LSEG. For
the S&P 500, the EPS CAGR from 2025
through 2027 is expected to be 8.3%.

Chintalapalli, who is based in San
Francisco, made five points to support
his long-term expectation that Master-
card and Visa will remain competitive
and continue to compound EPS at a
rapid pace:

* Multiples to GDP: People continue
to increase their use of cards and
other electronic means to make pay-
ments, instead of using cash. “Facili-
tation of cash to card is a multiplier
to GDP because it is faster than
GDP [growth],” Chintalapalli said.

* Network effect: This is tied into
globalization and the greater accep-
tance of card payments by all sorts

of merchants, and it takes in other fi-
nancial-services trends. Chintalapalli
said there was a perception that as
more people accepted stablecoins
or payment apps, Visa and Master-
card could be cut out of the loop.
“What we have actually found is they
have to come back to Visa and Mas-
tercard because of the network ef-
fect” and the need for authentication,
he noted.

International growth: Visa has a
larger market share than Mastercard
has in the U.S., but the situation is
the opposite in other markets, Chin-
talapalli said. More generally, he
added: “If you believe the long-term
trend is more people will transact,
travel and need money when they
travel, Visa and Mastercard remain
the best way to play, particularly with
the wealthy consumer.”

Value-added services: “Almost
30% to 40% of the revenue for
Visa and Mastercard comes from
value-added services and other
services they are providing to mer-
chants,” including analytics, Chin-
talapalli noted.

Company

CBRE Group Inc.

5&P Global Inc.

Bank of America Corp.
Deere & Co.

JPMorgan Chase &
Co.

Bank of New York
Mellon Corp.

Mastercard Inc.
Alphabet Inc.
Cummins Inc.

Charles Schwab Corp.

* Agentic Al commerce: This refers
to the use of artificial intelligence
to conduct business; for instance,
“you tell your Al agent to book a
flight for you,” Chintalapalli said.
“You might see more commerce
happening because of that, which
would benefit the companies that
facilitate transactions.”

Fund holdings and competitors
Below are the largest 10 holdings of
the Parnassus Value Equity Fund as of
Aug. 31. Together, they made up 34%
of the portfolio.

The table includes forward price-to-earn-
ings ratios, which are Monday’s closing
prices divided by consensus EPS esti-
mates among analysts polled by LSEG.
In comparison, the S&P 500 trades at a
weighted forward P/E of 22.4.

The Parnassus Value Equity Fund is
benchmarked for performance to the
Russell 1000 Value Index. The firm
launched an exchange-traded fund
following a similar but more concen-
trated strategy in December; this is the
Parnassus Value Select ETF, which is
designed to hold 25 to 30 stocks.

% of Parnassus Value Equity  Forward
Fund as of Aug. 31 P/E
3.9% 22.6

3.8% 26.2

3.6% 12.7

3.5% 227

3.4% 15.4

3.3% 14.3

3.3% 30.9

3.2% 23.2

3.0% 17.1

2.8% 18.5

Sources: Parnassus Investments, LSEG



A screen of mutual funds that are
benchmarked to the same index and
have been operating for at least 10
years ranked Parnassus in second
place for 10-year total return, net of
expenses, according to data supplied
by LSEG.

Mutual fund or ETF

Independent Franchise Partners U.5.
Equity Fund

Parnassus Value Equity Fund -
Investor

Oakmark Fund - Investor
Dodge & Cox Stock Fund - Class |

BNY Mellon Dynamic Value Fund -
Class A

iiShares Russell 1000 Value ETF
Invesco Dynamic Large Cap Value ETF

SPDR S&P 500 ETF Trust

Here are the five top-performing mu-
tual funds over the past 10 years per
that screen, followed by two value
ETFs and the SPDR S&P 500 ETF
Trust at the bottom.

All returns are net of expenses and

net of any sales charges. The Parnas-
sus Value Equity Fund’s investor share
class has no sales charge and has an-
nual expenses of 0.88% of assets under
managements, which makes for $88 in
annual fees for a $10,000 investment.

10-year Expense
return ratio
314% 0.67%
276% 0.88%
269% 0.89%
246% 0.51%
244% 0.93%
177% 0.18%
199% 0.55%
318% 0.0945%

Sources: LSEG, State Street





Accessibility Report



		Filename: 

		2624836_wmas2.pdf






		Report created by: 

		Mark Wieder, Graphic Designer, MWIEDER@WRIGHTSMEDIA.COM


		Organization: 

		Wright's Media





 [Personal and organization information from the Preferences > Identity dialog.]


Summary


The checker found no problems in this document.



		Needs manual check: 1


		Passed manually: 1


		Failed manually: 0


		Skipped: 1


		Passed: 29


		Failed: 0





Detailed Report



		Document




		Rule Name		Status		Description


		Accessibility permission flag		Passed		Accessibility permission flag must be set


		Image-only PDF		Passed		Document is not image-only PDF


		Tagged PDF		Passed		Document is tagged PDF


		Logical Reading Order		Passed manually		Document structure provides a logical reading order


		Primary language		Passed		Text language is specified


		Title		Passed		Document title is showing in title bar


		Bookmarks		Passed		Bookmarks are present in large documents


		Color contrast		Needs manual check		Document has appropriate color contrast


		Page Content




		Rule Name		Status		Description


		Tagged content		Passed		All page content is tagged


		Tagged annotations		Passed		All annotations are tagged


		Tab order		Passed		Tab order is consistent with structure order


		Character encoding		Passed		Reliable character encoding is provided


		Tagged multimedia		Passed		All multimedia objects are tagged


		Screen flicker		Passed		Page will not cause screen flicker


		Scripts		Passed		No inaccessible scripts


		Timed responses		Passed		Page does not require timed responses


		Navigation links		Passed		Navigation links are not repetitive


		Forms




		Rule Name		Status		Description


		Tagged form fields		Passed		All form fields are tagged


		Field descriptions		Passed		All form fields have description


		Alternate Text




		Rule Name		Status		Description


		Figures alternate text		Passed		Figures require alternate text


		Nested alternate text		Passed		Alternate text that will never be read


		Associated with content		Passed		Alternate text must be associated with some content


		Hides annotation		Passed		Alternate text should not hide annotation


		Other elements alternate text		Passed		Other elements that require alternate text


		Tables




		Rule Name		Status		Description


		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot


		TH and TD		Passed		TH and TD must be children of TR


		Headers		Passed		Tables should have headers


		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column


		Summary		Skipped		Tables must have a summary


		Lists




		Rule Name		Status		Description


		List items		Passed		LI must be a child of L


		Lbl and LBody		Passed		Lbl and LBody must be children of LI


		Headings




		Rule Name		Status		Description


		Appropriate nesting		Passed		Appropriate nesting







Back to Top


