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Investment Thesis 
 

We recommend a market overweight position on Deluxe Corporation’s 8.125% 
2029 first lien senior secured notes. Deluxe Corp. is a modern payment and data 
company headquartered in Minneapolis, Minnesota. The company’s legacy printing 
business segment accounted for 57% of its revenue in 2024 but over the past decade, 
management has strategically transitioned the company to invest in and focus on 
digital payment and data solutions. We believe that the market is underestimating the 
impact of DLX’s expansion into the digital payment and data business segments. 
After dealing with higher-than-expected initial transition costs, Deluxe is positioned 
well to leverage revenue from the declining legacy print business to reinvest into 
digitalization. The market is skeptical of Deluxe’s ability to generate free cash flow 
while transitioning the company’s main revenue streams away from legacy print, but 
we believe that management’s current approach to achieving operational efficiencies 
and free cash flow generation to service its outstanding debt through the North Star 
Initiative will be successful and is not currently priced into the market. For these 
reasons we believe that by their maturity date in 2029, DLX’s 8.125% senior secured 
notes will tighten by ~80-100 bps by maturity for an annualized return of 7.50%. 
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Deluxe Corporation Capitalization Table

12/31/24 2/26/24 Interest Cash Debt / EBITDA
Face Price Market Rate Interest YTW OAS Maturity FY23A FY24A

Cash & Cash Equivalents $34,399.0
First Lien Secured Loans
DLX Revolver 1L A 209,000 7.20% $15,048.0 2/1/29
DLX Revolver 1L B 80,000
DLX TL A 495,150 99.88 $494,556 7.17% $35,522 2/1/29

First Lien Secured Bonds
Notes due 2029 450,000.00      101.23 $455,535 8.125% $36,563 7.7% 351.0

Total First Lien Debt $1,234,150.0 $950,091 $87,133 3.68x 3.38x
Total Net First Lien Debt 1199751.0 $915,692

Senior Unsecured Bonds
Notes due 2029 475,000.00      93.99 $446,453 8.000% $38,000 9.7% 564.5

Total Debt $1,709,150.0 $1,396,543.3 $125,132.6 5.10x 4.68x
Total Net Debt 1,674,751.0 1,362,144.3

Earnings:
FY23A EBITDA $335,145.0 Pricing Date 3/4/25
FY24E EBITDA $365,322.0 SOFR 4.33%
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Company Overview 
 

Deluxe Corp. (DLX) is a trusted payment and data company founded in St. Paul, Minnesota. The company operates across four main business 
segments: Merchant Services, B2B Payments, Data Solutions, and Print. The print segment made up nearly 57% of the company’s total 
revenue in 2024 while the other three segments combined accounted for the remaining 43%. The company has a strong presence in North 
America and in 2025 will celebrate its 110-year anniversary. Having operated in the commercial printing industry for over a century, the 
company has built a strong and loyal customer base and currently serves over 3 million small to mid-sized businesses and over 4,000 financial 
institutions. Since 2021, the company has strategically focused on leveraging cash flows and customer relationships from the declining print 
business to fuel organic growth in its digital segments while divesting from non-strategic businesses that don’t align with the company’s 
forward looking goals. 

Figure 2: Revenue Breakdown by Segment 
Industry Overview 
 

Deluxe’s different business segments operate within two main 
industries: Financial Technology and Commercial Printing. The digital 
segments operate mostly within the financial technology industry which 
offers digital financial services to businesses, consumers, and financial 
institutions through the internet. DLX’s recent emergence in the 
industry is relatively similar to competitors such as NRC Voyix Corp. 
However, Deluxe’s longstanding customer base and cross-selling 
capabilities have helped it maintain a competitive advantage entering 
the new industry. Fintech has seen strong growth in recent years due to 
check and cash usage declining in addition to an increase in 
digitalization with revenues expected to grow at a CAGR of 12.31% 
through 2032. The company’s legacy print segment operates in the 
commercial printing industry which offers business forms, promotional 
products, and most notable for Deluxe, checks. DLX remains a leader 
in the check printing industry which although has seen a slight bounce 
back post-COVID, the industry has still seen declines in revenue at a 
CAGR of -3.6% over the past five years and is anticipated to see 
continuous secular declines due to increased world-wide digitalization. 
 Investment Rationale & Catalysts 
 

Strategic Expansion in Digital Payment and Data Business 
Segments 
 

Deluxe’s expansion into the financial technology service industry 
through its digital payment and data solution business segments is 
crucial to the company’s ability to continually generate organic revenue 
growth. In Q2 2021, Deluxe acquired First American Payment Systems 
for $960 million in cash. First American Payment deals with digital, 
mobile, and in-store purchase processing which falls into Deluxe’s 
merchant service business segment. With each B2C and B2B transaction 
that comes from this deal, Deluxe profits from fees attached to each 
digital in-store and mobile payment transaction. This acquisition also 
allowed for increased cross-selling of Deluxes new merchant services to 
already existing customers. From this acquisition, Deluxe was able to 
solidify itself as a modern payment company and diversify its revenue 
streams away from solely its legacy check printing segment. Already the 
company processes about $3.1 trillion annually or roughly 15% of the 
US GDP and is positioned well to benefit from strong industry tailwinds 
as cash usage continues to decline and digital payment transactions 
increase. Deluxe has continued to profit from this acquisition by 
continuing to innovate in the merchant services segment by offering tap 
to pay on iPhones for US customers in Q1 2025. This new offering will 
allow for substantial fee revenue increases as tap-to-pay makes up just 
over 50% of in-person payment transactions in the US. The company’s 
FY25 guidance expects mid-single digit growth in the first two quarters 
due to lingering onboarding costs being followed by stronger growth of 
around 5-7% in the back half of the year that is expected to continue 
going forward. 

Figure 3: US Financial Technology and Commercial 
Printing Industry Valuation 

Sources: Statista, IBIS World 

Sources: Company Filings 
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Deluxe’s Commitment to Deleveraging Balance Sheet and 
Promoting Operational Efficiency Through North Star Program 
 

In 2023, Deluxe announced its North Star Initiative, a long-term 
strategic plan to promote organic growth in its payment and data 
businesses, deleverage its balance sheet, and maintain capital 
allocation discipline. So far, the company has made great progress 
across key goals outlined by the initiative which were to increase both 
EBITDA and Free Cash Flow incrementally by $80 million and $100 
million respectively by year end 2026, reach a leverage ratio of 3x, 
reduce Selling General & Administrative expenses by 15% to 20%, 
and maintain a $0.30 dividend per quarter. In FY24, Deluxe reported 
that more than 80% of the tasks associated with achieving North 
Star’s goals had been completed. This year, the company was able to 
decrease SG&A expense by $26 million or nearly 14% and achieved 
a leverage ratio of 3.6x, reducing net debt by 52 million showcasing 
the company’s dedication and ability to achieve the goals it set for 
itself in 2023. In December, Deluxe offered $450 million in senior 
secured notes that mature in 2029 leading 61% of its debt to have a 
fixed interest rate of 8.1% and pushing back the repayment date of the 
debt used to finance its acquisition of First American Payment 
Systems in 2021. Should the interest rate environment lower, Deluxe 
could potentially benefit from refinancing its current outstanding 
notes to pay lower interest rates than the current 8-8.125%. Should 
Deluxe decide to refinance its debt again, the 8.125% notes feature 
attractive call prices annually until 2029 providing high average 
annualized returns. Deluxe has also been focusing on operational 
efficiencies divesting from and exiting non-strategic businesses such 
as its webhosting and logo-design services which will allow for more 
resources and time to be allocated to more profitable business 
segments such as payments and data. Despite divestments accounting 
for $45 million in revenue loss in FY24, they will ultimately boost 
efficiency and lead to enhanced profitability in the long-term. The 
company has also continued to pay its $0.30 dividend which remains 
one of its highest capital allocation priorities, having paid dividends 
for the past 30 years consecutively. The market is unsure of Deluxe’s 
ability to smoothly transition into a modern payment and data 
company while still generating strong free cash flow, but we believe 
that through 2026 and beyond, the North Star Initiative will allow for 
DLX to continue to commit to its capital allocation priorities of 
responsible growth investments, debt reduction, and dividend 
payments. 

Sources: Company Filings, Bloomberg 

Figure 4: Debt Distribution (in $mm) 

Figure 5: Call Schedule vs. Average Annualized Return 

In the data segment, Deluxe has seen strong growth in its data-driven 
marketing services which consist of collecting consumer data and 
selling it to advertisers to support their advertising campaigns for 
specific products. By moving its entire data set to the cloud in 2024, the 
company has been able to reduce costs and improve efficiency which 
was reflected in the 10% increase in the segment’s revenue YoY in 
FY24 compared to FY23. Guidance for this segment is expected to see 
continued expansion going forward reflected by the company’s 
prediction of high-single digit growth in FY25 of around 7-9%. In 
addition to this, we believe that Deluxe’s digitalization of its B2B 
Payments segment which consists of SaaS e-check processing, lockbox 
services, fraud detection, and invoice processing, will grow as a result 
of its transition to subscription-based offerings that will lead to a 
recurring revenue model allowing for stable revenue growth in the 
coming years. This prediction aligns with the B2B segments initial 
decline in the first half of FY24 but eventual bounce back in the back 
half that will continue into FY25 with guidance expecting mid-single 
digit growth in line with Merchant Services. We believe that Deluxe’s 
expansion and investment into these business segments is undervalued 
by the market because initial restructuring and integration costs 
associated with entering these segments are starting to become realized 
and end, positioning the company to see better profitability and enable 
further cross-selling capabilities in coming years. 
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Relative Valuation 
 

DLX’s 2029 notes are currently trading at an OAS of 351 bps, 
significantly wider than competitors in its sector like Acco Brands 
(ACCO), Pitney Bowes Inc. (PIB), and NCR Voyix Corp. (VYX). 
We believe that they have the potential to tighten by ~80-100 bps 
due to management’s commitment to improving DLX’s already 
comparably strong financial performances across the board. 
 

Deluxe’s closest high-yield competitor is Pitney Bowes, another 
company that used to deal with legacy print and mail related 
solutions and is undergoing a similar digital transformation. Since 
2020, the company has experienced bumpy performance in its new 
e-commerce business segments reflected in a 5% decline in revenue 
in its SendTech solutions segment in Q4 24 compared to Q4 23. 
DLX boasts a significantly larger EBITDA Margin contributing to 
its lower leverage ratio at 3.60x in comparison to PIB’s 6.38x. 
DLX’s LTM EBITDA/Interest ratio of 3.62x is also much more 
attractive than PIB’s 1.68x indicating that it is far more capable of 
fulfilling interest payment obligations while still providing a greater 
yield. 
 

In comparison to a less levered competitor like ACCO, who focuses 
on manufacturing traditional print and office supplies, we believe 
that DLX still presents greater return in comparison to the 
marginally greater risk due to its comparable metrics and strategic 
management foresight. In addition to DLX’s strong LTM Adj. 
EBITDA of $446 million compared to ACCO’s $244 million, 
management’s decision to transition the business into a growing 
digital industry rather staying in a declining legacy industry like 
ACCO reflects the company’s strategic forward-looking planning. 
As DLX continues to pay off debt and realize higher profitability 
from its new business segments, we believe its notes will begin to 
trade tighter and closer to its comparable peers.   
 

DLX’s notes also offer the most opportunity with the highest spread 
to turn of leverage ratio at 91 bps due to their high OAS. 
Additionally, the first lien senior secured ranking in the capital 
structure holds higher priority over DLX’s other unsecured notes 
also maturing in 2029.  
 

Given the expected growth, strong comparable credit metrics, and 
structural positioning of the 2029 notes, we believe that now is the 
right time to invest.  
 
 
 

Figure 6: Comparable Company Analysis 

Figure 7: LTM Comparables OAS (bps) 

Risks to Thesis 
 

• If Deluxe were unable to successfully offset 
declines in print revenue with payment and data 
solution 

• If the consumer spending decreases due to 
macroeconomic tailwinds, topline revenue growth 
could decline 

• If free cash flow generation isn’t sufficient to 
service or refinance the large portion of debt 
maturing in 2029 
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