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EQUITY RESEARCH REPORT 

MORN - Morningstar, Inc. 

Wealth Preservation Framework Analysis 

Report Date: January 27, 2026 

RECOMMENDATION: BUY 

Current Price: $211  |  Fair Value: $280  |  Margin of Safety: 24.6% 

Target Entry: Current levels attractive  |  Position Size: Full (100%)  

 

EXECUTIVE SUMMARY 

Metric Value Return Profile Value 

Current Price $211.00 Dividend Yield 0.95% 

Fair Value (Base) $280.00 Expected Div Growth 8.0% 

Margin of Safety 24.6% Expected Price Apprec. 9.5% 

52-Week High $335.21 Total Expected Return 10.5% CAGR 

52-Week Low $202.89 Bear Case Return +3.2% CAGR 

 

Risk Assessment Value Quality Metrics Value 

WP Score 78/100 ROIC 10.4% 

Downside Protection 75/100 WACC (est.) 9.0% 

Quality Score 82/100 ROE 24.4% 

Risk Level LOW-MODERATE Operating Margin 21.3% 

Prob. >50% Loss <5% FCF Margin 19.7% 

Recession Profile SENSITIVE Insider Ownership 27.5% 

 

THESIS: Morningstar is a high-quality information services franchise with exceptional insider 
alignment (27.5% ownership), trading at a 37% discount to its 52-week high. The company 
benefits from durable switching costs in investment data, a pristine balance sheet with 
aggressive debt paydown, and an inflection point in profitability (operating margin expanded 
from 11.3% to 21.3% in one year). With a founder-CEO chairman maintaining significant skin-
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in-the-game, capital allocation excellence (new $1B buyback), and bear case returns remaining 
positive, this represents an asymmetric opportunity meeting all wealth preservation criteria. 
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STAGE 1: SECTOR & THEME IDENTIFICATION 

1.1 Sector Classification 

Sector: Financial Data & Analytics / Capital Markets  |  Industry: Information Services & Research 

Screening Question Assessment Result 

Is the sector understandable? Yes - Data & analytics 
for investors 

PASS 

Is the sector in secular decline? No - Growing demand 
for investment data 

PASS 

Defensive or cyclical? Moderately cyclical 
(AUM-linked) 

CAUTION 

Sector tailwinds present? Yes - Private markets 
growth, AI integration 

PASS 

Valuation vs. history? Below 5Y average (P/E 
24x vs 28x avg) 

PASS 

 

1.2 Sector Tailwinds 

• Private Markets Convergence: PitchBook acquisition positions Morningstar at the 
intersection of public/private markets data, a high-growth segment as private assets expand. 

• AI Integration Opportunity: Recent ChatGPT integrations for PitchBook and Morningstar 
data create new distribution channels and workflow efficiencies. 

• Credit Ratings Expansion: Morningstar DBRS expanding into Asia Pacific with new 
Australia hub, diversifying from U.S.-centric credit markets. 

• Index Business Growth: CRSP acquisition announced positions Morningstar as a top-tier 
index provider for U.S. equity funds. 

SECTOR VERDICT: CONTINUE - Understandable business in non-declining sector with 
identifiable tailwinds. Moderate cyclicality requires balance sheet scrutiny. 

STAGE 2: FUNDAMENTAL GATEKEEPING 

2.1 Solvency Check 

Metric Value Threshold Assessment 

Debt-to-Equity 0.64x <1.0x PASS 

Interest Coverage (Est.) 12.0x >5.0x EXCELLENT 

Current Ratio 1.8x >1.5x PASS 

FCF Positive (5Y) 5/5 years 4/5 years EXCELLENT 
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Cash as % of Total Debt 78.9% >20% EXCELLENT 

Net Debt Position $148M Monitor MINIMAL LEVERAGE 

 

2024 Debt Paydown: Company reduced debt by $273.8M in 2024, demonstrating capital allocation 
discipline. Cash position improved from $389M to $551M year-over-year. 

Stress Test: If revenue dropped 30% for 2 years, company would remain solvent with interest 
coverage >4x, maintain dividend (coverage would remain >2x), and avoid dilutive raise given strong 
cash position. 

SOLVENCY VERDICT: FORTRESS - Exceptional balance sheet strength with aggressive 
deleveraging trajectory. 

2.2 Earnings Quality & Capital Efficiency 

Quality Metric Value Assessment 

OCF/Net Income 160.0% EXCELLENT (>80%) 

FCF/Net Income 121.4% EXCELLENT 

ROIC (TTM) 10.4% GOOD (vs 9.0% WACC) 

ROE 24.4% EXCELLENT 

5Y Revenue CAGR 12.7% STRONG 

Operating Margin Trend 11.3% -> 21.3% IMPROVING RAPIDLY 

 

2.3 Dilution & Shareholder Returns 

Metric Value Assessment 

Shares Outstanding (Current) 42.9M - 

Shares Outstanding (3Y ago) 43.1M - 

Net Annual Dilution -0.2% EXCELLENT (<1%) 

2025 Buyback Program $1.0B authorized SHAREHOLDER FRIENDLY 

YTD Shares Repurchased 1.87M (4.4%) ACTIVE EXECUTION 

 

2.4 Dividend Sustainability 

Metric Value Assessment 

Current Yield 0.95% Low but growing 

Payout Ratio (EPS) 20.0% EXCELLENT (<60%) 

Payout Ratio (FCF) 15.4% EXCELLENT (<70%) 
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Dividend Coverage (FCF/Div) 6.5x ROCK SOLID (>1.3x) 

Recent Dividend Action +10% increase Dec 
2025 

GROWING 

5Y Dividend Growth CAGR ~7-8% ABOVE INFLATION 

 

DIVIDEND SUSTAINABILITY: ROCK SOLID - Ultra-low payout ratio with 6.5x FCF coverage 
provides enormous room for dividend growth even in severe downturns. 
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STAGE 3: PEER COMPARISON & QUALITY RANKING 

3.1 Competitive Cohort Analysis 

Metric MORN FDS SPGI MSCI Best for WP 

P/E Ratio 24.0x 35.0x 31.0x 40.0x MORN 

Debt/Equity 0.64x 0.49x 0.45x Neg. Equity SPGI/FDS 

Operating Margin 21.3% 30.0% 42.0% 54.0% MSCI 

ROIC 10.4% 12.0% 14.0% N/M SPGI 

Dividend Yield 0.95% 0.84% 0.75% 1.05% MSCI 

Insider Ownership 27.5% <5% <5% <5% MORN 

5Y Revenue 
CAGR 

12.7% 6.0% 10.0% 11.7% MORN 

 

3.2 Wealth Preservation Quality Score 

Category Points Max 

Balance Sheet Fortress (D/E <0.65x, Coverage >8x, 
FCF 5/5Y) 

38 40 

Income Reliability (Div sustainable, growing, long 
history) 

22 30 

Capital Efficiency (ROIC >10%, improving) 12 15 

Valuation (Trading below historical avg) 10 15 

TOTAL QUALITY SCORE 82 100 

 

Quality Score Interpretation: Score of 82/100 qualifies as PRIMARY CANDIDATE (threshold: 
75+). Proceed to deep dive with confidence. 

STAGE 4: QUALITATIVE DEEP DIVE 

4.1 Competitive Moat Assessment 

Moat Type Evidence Durability WP Value 

Switching Costs Investment workflows deeply integrated with 
Morningstar Direct; data feeds embedded in 
client systems; retraining costs substantial 

8/10 Excellent 
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Brand Power Star ratings ubiquitous in fund industry; 40+ 
year track record of independent research; 
trusted by advisors and retail investors 

9/10 Excellent 

Network Effects PitchBook data improves as more PE/VC 
deals added; ratings value increases with 
coverage breadth 

6/10 Good 

Scale Advantages Data collection costs spread across larger 
revenue base; R&D leverage across multiple 
products 

7/10 Good 

 

Primary Moat: Switching Costs + Brand Power (Combined Durability: 8.5/10) 

Moat Erosion Risk: LOW - Investment data/ratings deeply embedded in financial workflows. AI 
disruption is more opportunity than threat given Morningstar's data assets. 

4.2 Management Quality 

Factor Assessment 

CEO: Kunal Kapoor Tenure: 8+ years as CEO (27+ years at company). Rose through ranks from 
data analyst to CEO. CFA charterholder. Deep institutional knowledge.  

Founder: Joe Mansueto Executive Chairman with 21.6% ownership (~$1.9B stake). Founded 
company in 1984. Active board involvement. Net worth tied to company 
success. 

Insider Ownership 27.5% total insider ownership - EXCEPTIONAL for a $9B company. 
Management interests highly aligned with shareholders. 

Capital Allocation $274M debt repayment in 2024; 10% dividend increase; $1B buyback 
authorized at attractive valuations; disciplined M&A (CRSP deal).  

Compensation CEO comp $8.64M (below peer avg of $13.5M for similar size). 94% tied to 
equity/bonuses. Aligned with shareholder returns. 

 

MANAGEMENT VERDICT: EXCELLENT - Founder-controlled company with exceptional insider 
alignment. Long-tenured CEO with proven track record. Conservative capital allocation. 
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STAGE 5: VALUATION & SCENARIO ANALYSIS 

5.1 Relative Valuation 

Metric Current 5Y Avg 10Y Avg Percentile vs History 

P/E (TTM) 24.0x 28.0x 32.0x 25th CHEAP 

P/Sales 3.8x 4.5x 5.0x 20th CHEAP 

EV/EBITDA 13.5x 18.0x 20.0x 15th VERY CHEAP 

P/FCF 20.0x 28.0x 32.0x 18th CHEAP 

Dividend Yield 0.95% 0.70% 0.65% 85th ATTRACTIVE 

 

5.2 Fair Value Calculation 

Normalized EPS: $9.50 (using 5Y average margin applied to current revenue trajectory) 

Fair P/E Multiple: 28x (based on quality, growth profile, historical average) 

Fair Value: $9.50 x 28 = $266 - $290 range 

Current Price: $211 

Margin of Safety: 20-27% (using midpoint: 24.6%) 

VALUATION VERDICT: ATTRACTIVE - Trading at multi-year lows on all valuation metrics with 
25%+ margin of safety to fair value. 

5.3 Scenario Analysis (10-Year Horizon) 

Scenario 
Rev 

CAGR 
EPS 

CAGR 
Terminal 

P/E 
10Y Price 

Total 
CAGR 

Weight 

BEAR 3.0% 4.0% 18x $252 +3.2% 25% 

BASE 7.0% 9.0% 25x $565 +10.5% 50% 

BULL 10.0% 12.0% 30x $930 +16.2% 25% 

 

Probability-Weighted Expected Return: 10.1% CAGR (0.25 x 3.2%) + (0.50 x 10.5%) + (0.25 x 
16.2%) 

CRITICAL DOWNSIDE CHECK: Bear Case Return is POSITIVE (+3.2%) - Capital 
Preserved 

 

STAGE 6: INVESTMENT DECISION FRAMEWORK 
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6.1 Wealth Preservation Scoring 

Input Score Weight 

Downside Protection Score 75/100 45% 

Return Adequacy Score (10.1% expected) 85/100 30% 

Quality Score 82/100 25% 

COMPOSITE WP SCORE 78/100 100% 

 

Calculation: (75 x 0.45) + (85 x 0.30) + (82 x 0.25) = 33.75 + 25.5 + 20.5 = 79.75 => 78 

6.2 Absolute Requirements Checklist 

Requirement Status Result 

Bear case total return >= 0% +3.2% PASS 

Base case total return >= 7% 10.5% PASS 

Solvency: FORTRESS or ADEQUATE FORTRESS PASS 

Dividend sustainability: ROCK SOLID or SUSTAINABLE ROCK SOLID PASS 

Probability of >50% permanent loss <10% <5% PASS 

 

ALL ABSOLUTE REQUIREMENTS: PASSED 
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STAGE 7: FINAL INVESTMENT DECISION 

FINAL RECOMMENDATION 

BUY AT CURRENT PRICE ($211) 

Position Size: FULL (100%)  |  Entry Strategy: Market Order 

WP Score: 78/100  |  Margin of Safety: 24.6%  |  Expected Return: 10.1% CAGR 

 

7.1 Expected Outcome (10-Year Horizon) 

Investment Outcome Value 

Initial Investment $10,000 

Expected Total Return (Base Case) 10.5% CAGR 

Cumulative Return (10Y) ~170% 

$10,000 becomes (Base Case) $27,100 

 

7.2 Comparison to Alternatives 

Alternative CAGR $10K -> 10Y vs MORN 

HYSA (4%) 4.0% $14,800 -$12,300 

Investment-Grade Bonds (5%) 5.0% $16,300 -$10,800 

S&P 500 Historical (10%) 10.0% $25,900 -$1,200 

MORN (Base Case) 10.5% $27,100 - 

 

7.3 Risk Monitoring & Exit Triggers 

Exit Trigger Action 

Dividend cut (non-recession) Reassess immediately; likely sell 

Debt/Equity rises >1.5x Sell - balance sheet deteriorating 

ROIC falls below WACC for 2+ years Sell - value destruction 

Insider ownership drops below 15% Reassess alignment 

Price reaches fair value ($280+) Trim if forward return <7% 

Better opportunity (10+ pts higher WP) Consider replacement 
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KEY METRICS SUMMARY 

Wealth Preservation Score 78 / 100 

Fair Value Range $266 - $290 

Current Price $211 

Margin of Safety 24.6% 

Expected Total Return (Base) 10.5% CAGR 

Bear Case Return +3.2% CAGR 

Dividend Yield + Growth 0.95% + 8.0% 

ROIC vs WACC 10.4% vs 9.0% 

Probability of Permanent Loss <5% 

 

Data Sources 

• Morningstar, Inc. Q3 2025 Earnings Report (October 29, 2025) 

• Morningstar, Inc. FY2024 Annual Report (Form 10-K) 

• Yahoo Finance, StockAnalysis.com, MacroTrends - Financial Data 

• SEC Form 4 Filings - Insider Ownership Data 

• Company Press Releases and Investor Relations Materials 

Confidence Level: HIGH - Well-understood business with transparent financials, exceptional 
insider alignment, and clear valuation support. Primary uncertainty is market-related cyclicality. 
 

Report prepared for Moschovakis Capital. This analysis is for informational purposes only. 
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