Free Cosh Flow valuation-te volue @
company and s securities

-k valisierg fras cinsh Ml U the firm FEFF

by valuing Fre cash flow to equiy FCFE

FEFF al |_estimate the walue of the finm
a5 the present vakie of futine FEFF

1 the WEE

e walue of equty

w0y the presend walue of future FCHL
" "

FCFE Val

The Gordon Growth Model

Assuemption: dividends grow indefinstely ot
e

Ve Teg) / fr-gh = O/ (@)

Dividend discount model-
to volue o stock

to value stock
formula

dividend next year
expected share price
required return®
=value of the stock

AKAM DCF Model

Thecasesolutions.com

~Using the Constnt Geneth FCFF Valustion Made!
FIRM VALUES FLFFS( 100 )| WACE.g

~Calculating FCFF fram. Wi income.
~Caleulating FCFF fraim Cash Flw frzim Dperaticns
~Galgulating FCF from the Cash Flow Seatement

Free Cash Flow to Firm Valuation
approach




AKAM DCF Model

Thecasesolutions.com

=Using the Constant Growth FCFF Valuation Model
FIRM VALUE= FCFFO{ 1+g ) / WACC-g

--Caleulating FCFF from Net income

--Caleulating FCFF from Cash Flow fram Operations
=Calculating FCF from the Cash Flow Statement

Dividend discount model-

Free Cash Flow valuation-to value a to value a stock Free Cash Flow to Firm Valuation
company and its securities approach
to value stock
-by valuing free cash flow to the firm FCFF formula
-by valuing free cash flow to equity FCFE dividend next year
FCFF Waluation approach__estimate the value of the firm expected share price
as the present value of future FCFF rEqUirEd return%
discounted at the WACC _
FCFE Valuation approach__estimate the value of equity =value of the stock
as the present value of future FCFE
i ok sk leoal st e
p— — |

The Gordon Growth Model

Assumption: dividends grow indefinitely at a
constant rate

V=DR(1+g) / {r-g) = D1/ {r-g)




Dividend discount model-
to value a stock

to value stock
formula

dividend next year
expected share price
required return%
=value of the stock




The Gordon Growth Model

Assumption: dividends grow indefinitely at a
constant rate

V=DO0(1+q) / (r-g) = D1/ (r-g)




