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Abstract 

Corporate valuation/business valuation is the process of determining the economic worth of the 

company based on its business model and external environment and suppurate with reasons and 

empirical evidence. Valuation is the process of determining the economic value of a business or a 

company which reflects the performance of the company both its past performance as well as 

expectation of its future performance. Valuation is used by financial market participants to 

determine the price they are willing to buy or sell to the effect of sale of business. To study the 

intrinsic value of the firm’s equity and compare the calculation of intrinsic value with their 

corresponding market values. The data is analyzed by using financial models like discounted cash 

flow method, Dividend growth model applied for rubber tyre companies and done comparative 

studies. The intrinsic value of the firm’s equity compared to the market value. This paper is expected 

to reveal that how the Indian companies tend to reward better value to the shareholders that are 

measures the corporate valuation and encourages regulators to initiate further timely reforms to build 

a strong relationship between those who run the company and the stakeholders. 
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INTRODUCTION 

Corporate valuation or business valuation 

is procedure of deciding the “financial 

worth” of organisation taking into account 

plan of action and outer environment and 

suppurate with reasons and experiential 

confirmation.Valuation has been esteeming 

organization might take administration the 

pieces of its capital structure, prospect of 

future earning and market estimation of 

advantage.“Corporate valuation is a process 

and set of procedures used to estimate the 

 
economic values of owner’s interest in a 

business. Valuation is used by financial 

market participants to determine the price 

they are willing to buy or sell to effect a sale 

of a business” 

Corporate valuation depend up on 

1. Purposes of valuation 

Valuation basically made because to 

now company performance and were 

it stand in the externally environment 

valuation will help to know company 
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coming out with true value that is 

intrinsic value were the actual value 

of a company or an asset based on an 

underlying perception of its true value 

including all aspects of the business, 

in terms of tangible and intangible 

factors. The value may or may not be 

the same compare to market value. 

2. Stage of business valuation 

▪ Finding out what your business 

worth. 

▪ Understanding areas in which your 

business might need to improve 

before officially putting it on the 

market. 

▪ Measure the marketplace at a 

relatively under or over value rate. 

▪ Reduce risk make sure any internal 

valuation have to measure they 

accurate in valuation. 

3. Past financials 

In valuation were a measures the 

company past financial statement can 

help to project for the future purpose 

of the company growth. In this 

valuation past financial date will use 

for 

company management, owner, 

stakeholder, shareholder, investor, 

creditors, government were this people 

can   easy now company performance 

it may help to invest   to   the 

particular company 

 

4. Expected Financial result 

Financial statement is records out line 

of financial activates of a business, an 

individual or any other entity. In 

valuation the company or individual 

can easily now they performance it 

always show whether the company is in 

profit or loss Expected financial result 

will always they expect huge profit for 

company. 

The methods which have been used 

discounted free cash flow model are 

frequently used in corporate valuation. 

Discounted cash flow (DCF): 

In Discounted Free Cash Flow They have Two 

Approach. 1.Measuring DCF to Firm, 2. 

Measuring DCF to Equity, 3.Discounted Free 

Cash Flow to Firm, 4. Discounted Free Cash 

Flow for Equity 

RESEARCH OBJECTIVE: 

The following are the Objectives of the Stud 

1. To determine the value of selected 

Indian firms using FCFF and FCFE 

model. 

2. To determine the Intrinsic Value of 

the Selected firms and compare the 

same with Market Prices. 

RESEARCH METHODOLOGY: 

 
▪ Type of research : Descriptive 

study 

▪ Time period of study: 5 years 

financial statement 

▪ Type of data to be used and its 

source: Secondary data. 

▪ Statistical tests/financial models to 
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be used: Discounted cash flow 

method and Dividend growth 

model. 

REVIEW OF LITERATURE: 

 
1. Olsson and Oswald (2000): 

According to this researcher was 

the research as used both the 

model dividend growth model and 

discounted free cash flow model 

.more accurate firm most likely due 

to the use of different assumptions. 

This method of DGM and DFCF 

were they give different valuation 

consistency and logical forms. 

▪ Gentry et al (2003): According to 

this researcher were the research 

provides an integrated valuation 

system (IVS) that includes in 

academics or any other who want 

to profession any change in firm's 

financial strategy and the effect of 

changing in whole value of stock. 

Even they can include or introduce 

theoretical with condition when the 

dividend discounted model (DDM) 

will measure are equal to the 

discounted cash flow model (DCF) 

estimation. 

▪ Juethner nauroth (2005): 

According to this researcher was 

the research the dividend 

discounted model dividend are 

irrelevance. They will always 

deviation dividend will 

equivalence in this model based on 

expected earning and expected in 

 
growth rate. 

▪ Walid Saleh et al (2008): 

According to this researcher was the 

research as this valuation models 

under different situation measuring 

the cost of equity and growth rate 

into analysis and comparing the 

actual marketing price with 

measuring the intrinsic value. 

Dividend discounted method and the 

cash flow method are different 

intrinsic value of the firm. 

ANALY 

SIS  

Analysis as base on AAL with reference to 

other selected company. 

Table 1-Showing the discounted Free 

Cash Flows to Equity   for   the 

selected Indian Companies from the 

year 2011 to 2015 
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Interpretation 

The above table and graph show the free 

cash flow to the Equity for the selected 

three companies from the year 2011 to 

2015. It’s been observed that the FCFF 

was Rs. 239.18crores for Automotive 

Axles Ltd during 2011 and for the year 

2015 it was found at Rs. 110.99 crores. 

The FCFF to Rane Madras was at Rs. 

-236.34 crores in 2011 and in 2015 it 

was -155.87 crores. However, it was 

found that the higher FCFF was Rs. 

411.17 crores during 2013. For 

Hindustan Hardly Spices Ltd the highest 

FCFF was found during 2012 at 

82.116crores and the lower FCFF was 

found 2014 at -91.929 and during 2015 

also -69.998 crores. 

Table 2-Showing the Discounted Free 

Cash Flows for the selected Indian 

Companies from the year 2011 to 

2015 of GROWTH RATE. 

 

 

 

 

 

 

 
Interpretation 

The above table and graph show the 

growth rate of the selected three 

companies from the year 2011 to 2015. 

It’s been observed that the Automotive 

Axles Ltd growth rate during 2011 is 

17.40 more and for the year 2015, 2.90. 

The Rane Madras growth rate more 

compare to other company from 2011. It 

has 17.75 it has been increase but in 2015 

it has 5.80 been both Company has never 

shown any negative growth rate. 

Hindustan hardly Spicer limited growth 

rate were less in 2011 it has 1.14 and it 

has been decline in growth rate in 2015 

it has shown 0.00 growth rate which 

means is no growth for particular year. 
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Interpretation 

The above table and graph show the 

free cash flow to the equity for the 

selected three companies from the year 

2011 to 2015.The AAL company were 

from 2011as went into negative growth 

rate – 3985.44 and even 2012 in the 

2015 were company has positive cash 

flow of 355.61 crores. Rane Madras 

company were the cash flow from 

2011 to 2015 RMD company in 2011 

they 2,769.39, 2013 RMB company 

as went to negative cash out flow on 

particular-10,731.90 and then 2015 

RMD as when into negative cash flow 

-449.62 however the Hindustan hardy 

Spicer limited FCFE form 2011 to 

2015 were 2011 the company as 248.93 

and in 2014 and 2015 were the 

company has negative cash flow of - 

828.13 and -262.83 compare to the 

three firm were 2015 AAL company 

has positive cash flow of 355.61 crores. 

Table 4- Showing the Free Cash 

Flows for firm Automotive Axles 

Limited for 2011 to 2015 will 

remain 
 

 

Table 5-Showing the Estimated 

FCFF, Present Values   of   FCFF 

and the   Value   of   Automotive 

Axles Limited as on 2015. 
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Interpretation 

The above table and show the free 

cash flow to firm were Automotive 

Axles Limited we have estimated to 

calculate present value of firm were 

taken average and predicted for 5 

years. To know the value of firm in 

2015 is 2547.31 crores. 

Table 6- Showing the Free Cash 

Flows for Equity Automotive Axles 

Limited for 2011 to 2015 will 

remain 

 

Table 7-Showing the Estimated 

FCFE, Present Values of FCFE 

and the Value   of   Automotive 

Axles Limited as on 2015. 
 

 

Interpretation 

The above table and show the free 

cash flow for equity were 

Automotive Axles Limited we have 

estimated to calculate present value 

of firm were taken average and 

predicted for 5 years. To know the 

value of firm in 2015 is 1526.75 

crores. 

Table 8- Showing the Free Cash 

Flows for Firm Rane Madres 

Limited for 2011 to 2015 will 

remain. 
 

 

Table 9 - Showing the Estimated 

FCFF, Present Values of FCFF 

and the Value of Rane Madres 

Limited as on 2015. 
 

 

Interpretation 

The above table and show the free 

cash flow for firm were RANE 

MADRAS Limited we have estimated 

to calculate present value of firm 

were taken average and predicted for 

5 years. To know the value of firm in 
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2015 is 502.37crores. 

Table 10- Showing the Free Cash 

Flows for Equity Rane Madres 

Limited for 2011 to 2015 will 

remain. 
 

 

Table 11-Showing the Estimated 

FCFE, Present Values of FCFE and 

the Value of Rane Madres Limited as 

on 2015 

 

Interpretation 

The above table and show the 

free cash flow for equity were 

Rane Madras Limited we have 

estimated to calculate present 

value of firm were taken average 

and predicted for 5 years. To 

know the value of equity but we 

have reduced in firm value by 

taking debt to know equity value 

in 2015 is 451.41crores. 

 

 

Interpretation 

The above table and show the 

free cash flow for firm were 

Hindustan Hardy Spicer Limited 

we have estimated to calculate 

present value of firm were taken 

average and predicted for 5 

years. To know the value of firm 

in 2015 is 66.27 crores. 
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Interpretation 

The above table and show the free 

cash flow for Equity were 

Hindustan Hardy Spicer Limited 

we have estimated to calculate 

present value of Equity were taken 

average and predicted for 5 years. 

To know the value of firm in 2015 is 

18.91 crores. 

Table 14-Showing Intrinsic value 

and Market value per/share for 

selected company as on 31
st 

march 2015 cash flow model. 
 

 

Interpretation 

The above tables were company of 

AAL as the intrinsic value is 

1010.29cr and market value which 

has been trading on 2015 is 

827.25cr they is a deviation is 

183.04cr only. The Automotive 

Axles Limited is undervalued. 

Rane Madras Company Limited 

Intrinsic value 474.46cr   and 

market value 314.44cr then 

deviation is 160.02cr comparing 

Rane Madras Limited Intrinsic and 

Market Value is where RML is 

undervalued. Hindustan Hardy 

Spicer Limited Intrinsic value 

121.39cr and market value 102cr the 

deviation is 19.39cr.comparing 

HHSL is undervalued. 

FINDINGS 

1) The using DCF models were 

Automotive Axles Limited has the 

better cash flow in firm and equity 

compare to the Rani Madras and 

Hindustan Hardy Spicer Limited. 

2) We have used different model when 

they is no growth rate compare of 

the selected firm RML and HHSL 

and equity cash flow of AAL 

company has 324.60 crores 

compare to last year it was 743.50 

3) In constant growth rate of 

Automotive Axles Limited as firm 

were 334.5cr and for equity were 

355.61 compare Rane Madres 

Limited and Hindustan Hardy Spicer 

Limited. 

4) We have taken the growth rate 

were the AAL company have low 

growth of 2.98% compare to Rane 

Madras Limited. 

5) The finding of present value FCFF 

and FCFE were for firm which as 

calculated for future to now PV 

factor 2547.31 crores and for equity 

1526.75 crores AAL company as 

more compare to other company 

RML and HHSL 

6) Intrinsic value of company AAL 

has 1010.29 crores other company 

and market value of the less then 

intrinsic value. 

7) The three companies is 

undervalued but deviation is only 

AAL company as high rate which 

expectation of company is more 

compare to trading value. 
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