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Summary

Determining the value of a firm or a firm’s securities together with understanding relevant value driv-
ers represent essential capabilities of key decision makers in firms. Therefore, the course “Applied
Corporate Valuation” focusses on this essential functional capability to provide students with the
know-how of mastering valuations in a business setting.

Generally, the objective of this course is to develop the intuition, tools and skill set to value compa-
nies and their outstanding securities. The principal focus will be on the valuation of equity in public
and private corporations. A strong emphasis will be placed on the application of these concepts in
real-world situations.

The class discussions will cover the analysis of past financial performance and the projections of
future performance. We will examine the estimation of cash flows and discount rates in the treatment
of discounted cash flow valuation models, followed by the analysis of the application of various en-
terprise and equity value multiples (such as EV/EBITDA, EV/EBIT, P/B, P/E). We will also examine
a number of additional valuation issues within the context of mergers and acquisitions, leveraged
buyouts, and other special situations.

As this course builds upon skills developed in previous finance and accounting courses, students
should be familiar in the areas of financial statement analysis and capital budgeting. In addition, they
should be familiar with introductory concepts in statistics. Important concepts, however, will be re-
visited in class. This course is designed for students with little or no previous work experience in
valuation.

Course prerequisites

¢ General financial accounting and financial management skills: Students should be familiar
with the general content and structure of financial statements (balance sheet, profit and loss
statement, cash flow statement) and financing sources of firms.

¢ Capital budgeting skills: Students should be familiar with basic capital budgeting concepts (in
particular net present value and internal rate of return).

¢ Basic Excel skills: Students should to be familiar with the main functionalities of Microsoft Excel.

Outline of the Course

Main course topics:

1. Course introduction
2. Overview on relevant valuation approaches
3. Discounted cash flow approaches

o Cost of capital

o Relevant cash flows

¢ Free cash flow to the firm

¢ Free cash flow to equity



4. Relative valuation approaches
o
o
5. Asset based valuation approaches

6. Special topics in valuation

Trading multiples and their determinants

Transaction multiples and takeover premiums

Course Intended Learning Outcomes and their Contribution to Program Intended
Learning Outcomes / Program Goals

Program Intended Learning Outcomes

Course Intended Learning Outcomes

Assessment Methods

After completion of the program the students | After completion of the course the students will be | Project Work | Written Exam
will be able... able... 90% 10%
Individual Individual
1 Responsible Leadership in Organizational Contexts
1.1 ... to know and explain important leadership | ¢ Understand key value drivers of firms X X
principles. * Understand the relevance of shareholder value
1.2 ... to apply leadership concepts to an organi- orientation for firms o X
zational context or a specific case. e Understand the relevance of communicating
credible valuation relevant information to capital
markets/investors
2 Creative Problem Solving Skills in a Complex Business Environment
2.1 ... to identify & classify problems. ¢ Understand past and future financial perfor- X X
22 ... to analyze problems. mance of firms X X
y_ P o Understand how to derive relevant hurdle rates
2.3 ... to creatively solve problems. in valuation X X
2.4 ... to explain problems and their solutions in | e Understand how uncertainty is reflected in cor- X
a comprehensive manner. porate valuations
e Understand the determinants of trading and
transaction multiples
e Understand how to make reasonable assump-
tions in valuations
e Understand the content and structure of valua-
tion reports
3 Applied research skills
3.1 ... to know the research and analysis meth- | ¢ Know where to source from publicly available fi- X X
ods important in his/her field of study. nancial data, required for benchmarking perfor-
3.2 to appropriately apply the research and mance and for valuation X X
' . * Review fundamental descriptive statistic of data
analysis methods. sets
3.3 ... to obtain innovative results using relevant X X
research methods.
4 Innovation management and management of digital transformation
41 ... to have fundamental knowledge of opera- | e Understand the relationship between innovation X
tional innovation processes and of processes and firm value
of digital transformation. e Understand how to measure innovation capabili-
P - ties of firms
4.2 ... to assess a company’s innovation poten- X
tial and its needs/opportunities with respect
to digital transformation.
5 Management of the challenges of global sustainability and awareness for social and corporate responsibilities
5.1 ... to have a sound basic knowledge of sus- | ® Understand the relevance of communicating X
tainability issues. credible valuation relevant information to capital
markets/investors
e Understand how long-term oriented sustainable
business strategies influence firm value
o Understand the relevance of stakeholder sup-
port for firm value maximization




Teaching and Learning Approach
The course consists of two main elements:

(1) Interactive lectures with discussion:
The first part of the course focusses on the principles of corporate valuation. This is accom-
plished primarily by a lecture-style approach including class discussions and exercises. Prepa-
ration based upon suggested basic readings and continuing active class participation through-
out the term is expected. The slides and additional materials for each session will be uploaded
to the e-learning platform. The lectures cover the main course topics as outlined below.

(2) Preparation of a valuation report on a company to be chosen by the students:
Based upon the knowledge acquired in the first part of the course, students have to value a
public firm of their choice to come up with an equity value of the same. This should be done by
the application of an income-based and relative valuation model. Students are encouraged to
give a buy-, hold- or sell-recommendation based on their results in a 6-page summary docu-
ment.

Literature and Course Materials

Basic Reading:

Damodaran, A., Investment Valuation: Tools and Techniques for Determining the Value of any As-
set, latest edition, John Wiley & Sons.

Koller, T., Goedhart, M., Wessels, D., Valuation, Measuring and Managing the Value of Companies,
latest edition, John Wiley & Sons.

Additional Readings:

Rosenbaum, J., Pearl, J., Investment Banking: Valuation, Leveraged Buyouts, and Mergers & Ac-
quisitions, latest edition, John Wiley & Sons.

Slides, as well as other course and background material will be uploaded to Moodle throughout the
semester.



Assessment

The grade for the course “Applied Corporate Valuation” is based upon:

(1) a valuation project on a company to be chosen by the students [individual assignment] (90%).

The valuation project consists of (i) a valuation model in Microsoft Excel and (ii) a (max.) 8-page
valuation report (handed in as pdf at the end of the semester). The valuation report should be struc-
tured in the following sections:

1)
2)
3)
4)
5)

Investment highlights (executive summary)
Business plan description

Valuation results (Income approach)
Valuation results (Market approach)

Investment recommendation

(2) a mid-term quiz [individual assignment] (10%).

Grades will range between 1.0 (very good) and 5.0 (fail), in 0.3 and 0.7 steps.

1.0 Very good, a performance significantly above the average.

2.0 Good, an above average performance.

3.0 Satisfactory, an average performance.

4.0 Adequate, a below average performance with noticeable shortcomings.
5.0 Fail, an unacceptable performance.

Schedule

See LSF for details.
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