
-Businessvaluation

Concept Economic Value Added. (Sen Steward (0)

company
Equity-e
By- NetoperatingPoptaftere

Tax

Debt- ⑮%

EA = Excess return over minimums expectedreturn .

EVA= NetoperatingProfit-Rox Capitalemployed
after Tax Capitalcharge
↓

Kya Kamaya ? - KyaummedThi logoko.

NOPAT Capitalemployed
EVA = EBIT(1-t) - Ko x (ESMf+pac+Deff)

#oteD Adjustments for calculating EVA.
Adjustment to EBIT Adjustment toCapitalemployed

EBIT XXX *
- Tax Es Capital Employed (ESMF+PS(+Debt)
*OPAT ⑪ I &

- selfGeneratedIntangibleAssets
toslash expenses en: Goodwice,Patent
RovisionforBadbelt + ↑ReorsionforBad at t
AdjustedNOPAT # operating Capitalemployed



Note: wewill havetoreverse impactofmisioE-> Add back toprofit=> Add back to Ca (ie toCapitalemployed

va Dividend= EVA .(Positive - if company distributes
Noapecuitysnores

this dividend amount, the valueoffiwillnot
decrease

&

Concept Leverages

operatingLeverage Financial Leverage Combined Leverage

DoL= Contribution DFL= EBIT DCL= contribution

EBIT EBIT-Int- EBIT-Int= Reliv
T

CDFL DOLXDEL
DOL=%ChangeinEBIT DFL= YChangeinEPS DCL= change in EPS

%changeSales %ChangeinEBIT %change insales



Concept HowtoCalculate CapitalEmployed

BIS &Eshf + psc+best
ESHE -

FA A CEL FATCA-CL

PSC 2 +we

Debt 2 CA A

↳

Concept Market ValueAdded

Emma= MayfundsProvided-Actuarfundspemided

Book
Note : If question does not mention typeaMVA,
wewill solve by bothformulaes (if we havesufficient

data in the question)



Concept Future Maintainableof E

I Thismethodcalculatesearningpotentialinfutureaits lesses
-> Include impactof futurein Profits orlosses

Cities
calculationofFMP

Particulars yal yez yes
Lastyear profit (Average PAT)

N w

&Tax (added back) + + &

Lastyear profit before Tax -
Extraordinary items impactremoved

+↳t+ +

-

Frp before Tax V *

- Tax - -
=

Emp after Tax * D



Concept o

ConceptsAsset
BetaEquity Beta

↓

Itisfor whilefirm Frisfrly
(frthecompany) Equityshares
Cnotjustequity) GotforDest)

(notfreeany)
↓

To CalculateD
weuseuityBeta

AssetBeta-EquityB X WeightafE+ DebtBX weightappest

Ba = BeXx-t) + Bax(t)E+D(-+)

↓

If Bd isnotgiven we
may assumeitto lezero
CasDestis riskfree usually)

(thusthis portion is usually)notshown infrmulaes.
=> Iftwo companies work in same business, then

theyhave same AssetBeta
Comparable companieshave same asset beta, not
same quitybeta)

· Assetbeta=ungearedBeta . (Itissameforcomparable Co:))
· EquityBeth=YearedBett (Itis differentbecauseof

different Debt: Equity
Vatio).



(Breakup Approach
concept chop-shop method-
-

ABC Xe .- $14m -> Combinedvalue
A BC ofbusiness is usually

shoes hotel Atta lowes .
⑪m

This method is usedfor amultidivision Company.
Stepp Calculate each divisions value separately.

(Bycomparingwith samebusiness competitors)

Step Now add values of differentdivisions toget
valueof company as a whole.



Concept NetAssetMethod (NAM)

In this method we calculate whatwill equityreceive
if we Liquidateallasset

· Payoffall Liabilities (even Contingentliabilities

Cyani Sabkuch bech do, Sobki Payments Kardo toh end
mei equityo Mya milega

valuation method.

Total Asset valuation Cassuse theyaresold) ↑XX

Liquidation value/Marketvalue/Bookvalue
↳ Enternal Liabilities
-> Debentures/Lans /Debt/CurrentLiabilities (f
-> prefshares paid back

Less Lianidation expenses 7)

Less Deferred Tax Liabilities C)

Add Deferred Tax Asset ↑
Less Contingent Liability f
Less Proposed Dividend on Equity/PSC ()

Net Asset value (for Equityshares) XXX

-> None equityshares =N

NAV persuade ↳

A Prefer Asset'ssoldvalue be Liquidation value order

EMaupetvale pi



Concept Cash Flow based valuation models.

↓ ↓

-
·

entr↓ ↓ se-> unrestricted Available unrestricted Available
Cash amount

of cash

FCFF FIFE

pagequity is given Ej gogEquitynotspecified
Sales Sales Sales
-VC -VC -VC

Contribution Contribution Contribution
- FC - FC - FC

EBITDA EBITDA EBITDA
-Dep <Amortization

-Dep <Amortization -Dep <Amortization
EBIT EBIT EBIT

Interest - Interest - Interest

EBT EBT
-Tax -Tax - Tax

NOPAT EAT EAT

Fegpiv - Prefisividend
-pregriv

EAES EAES
- NetInvestment

-Dep&AmortizationE *DepAmortizatiopage +DepxAmortizationI-Increasein FA - IncreaseinEXAgE-IncreaseinFo

- Increasein we - IncreasinweagE-Increaseinwe
TetBrowing

↑IFF FCFE #CFE



① CapeX
-> Capital expenditure
O

Note-> +Dep-Increasein FA

= - C-pept IncreasinSee= - (Increasin Ex-Dep)
= - (Net Investments)
- NetCapex)

Note
Net Borrowing =(Issue appeyShares - RedemptimaeraXDebf

Escountingfactor
Note X-

For FCFF For FCFE

H H/

Ko Ke

Note If AssetTurnerNatio is constant
-> Ifmeans assetswill increase in SameNatio

as increasein Sales,



Concept⑩ Calculating Fairvalve inCaseof
multiple values calculated.

-> If wehave solved metiple methods ina question.
-> Then wehave Multiplevalues available.

-
-

-> Then wehavetoCalculatevalue togetare
↓

↓ ↓

Is question is sitent If question provideseights

=> wewill calculate simpleAverage - wewill calculate weighted
average

Us = Averagevaee
Clairvalue)

Nam ,
Emp

,
OfCFE
---
-

·int



Concept Relative valuation .

- Here we valueareoriness by using some values
of comparable business (Industry)

comparablecompany X-afsubject valuessubject
↓ Company Company/shares

① Plevatio Y EPSA = MPSA

②I/station X Salespershare MPIA

↳gafcompar
aa

③) Sala

② Ebathaa = Eva

⑤ Bupersbarc= MPS

Note: How to Calculate Book valuepershare

Bookvalper = EquityshareCapitalt Rstrofit-sonsalataC (share - MiscellaneousEx
- Discountanissue

Noafecityshare



Concepti Enterprise Value .

Generally usedformular . (Defaultformulal)
-
Marketvalueof Equity XXx

marketvalue of Dest XXX6
+Marketvalue of PSC XXX

+ Minority Interest XXX

- Investment in othercompanies ( NonGrex
- Investmentin LongTelm Investments(f Non operating assets.S-

Investment in Associates g are subtracted.
- Investment in subsidiaries (f)⑪
- Cashx Cash Equivalents G
Core Enterprise value Ev

AsperA- Defination -
a+o +o+-

① TotalEv = MarketvalueofEquity+MVappect Mugbeot
- Minority Interest= Cash .

② operating EV-TotalEvmarketvalueof nonoperatingassets

C Investmentin associates

Investmenin Longterminvestments
③ care Ev= operating EU-Non bre assets-


