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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
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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
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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 growth rate.
method and Dividend growth = Walid Saleh et al (2008):
model. According to this researcher was the
REVIEW OF LITERATURE: research as this valuation models
under different situation measuring
1. Olsson and Oswald (2000): the cost of equity and growth rate
According to this researcher was into analysis and comparing the
the research as wused both the actual  marketing  price  with
model dividend growth model and measuring the intrinsic  value.
discounted free cash flow model Dividend discounted method and the
.more accurate firm most likely due cash flow method are different
to the use of different assumptions. intrinsic value of the firm.
This method of DGM and DFCF ANALY
were they give different valuation SIS

consistency and logical forms. ) )
Analysis as base on AAL with reference to

this researcher were the research

provides an integrated valuation
system (IVS) that includes in

Table 1-Showing the discounted Free
Cash Flows to Equity for the
selected Indian Companies from the

academics_or any other W_ho Yvant year 2011 to 2015

to profession any change in firm's

financial strategy and the effect of AUTOMOTIVE AXLESLIVITED CRORES
changing in whole value of stock. Var | CFOQ) CAPEX(B) AB |  NETBORROWINGS FCFE
Even they can include or introduce N T 9039 304 118 13918
theoretical with condition when the w905 96,68 w4 £ 1938

dividend discounted model (DDM)
will measure are equal to the
discounted cash flow model (DCF)
estimation.

01 5384 49 2896 4504 456

014 58.06 306.33 2483 408.14 15987
13 917.08 19259 1926 $13. 1105

= Juethner nauroth (2005):

According to this researcher was RANEMADRASLIMITED

the  research  the  dividend Yar | CFO(Y | CAPEXB) | AB | NETBORROWDGS FCFE
discounted model dividend are o | s 3 275 1118 236
irrelevance.  They  will  always 0 | s w3 | 1193 287
deviation dividend will I N 04 413 047 ILL7
equivalence in this model based on IE 418 il 13 62
expected earning and expected in N5 | 6ne 823 1816 53 15387
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ATOMOTIVE AXLES LIMITED
Year RETENCE RATIO RETURN ON EQUITY GROWTHRATE
HINDISTANHARDY SPICER LIVITED crameg 2011 1.4 2.6 1740264
2012 66.43 452 3.002636
Yl’ﬂr FFO(-\\ F-\PFX’I'B] -\R \'FTBORRO\W\GS FFFF 2013 76.19 617 4700923
0 D 1 O 5 1L 1815 o = = o
00 | 94 1291 30156 519 §2.116
0| 199 0| 29 A 19704 AN \ADRAS LOTED
TAIL] 0% | 4069 313 3199 . Al CROWTHRATE
0S| Bes | ume | 1w 318 9% 2 o el 58
2013 69.64 13 12,5352
2104 65.55 11.96 7.83978
2015 6197 854 5.292238
Partiular m | u | ouy | W4 | N
‘ . HINDUSTANHARDY SPICERLIMITED
Automofive Axles Limited D18 | 638 | MAS6 | 16T | 109 Yar | RETENCERATIO RETURN ONEQUITY CROWIHRATE
Rene Madras Limted BRI 1 (A IV R YA Y ’g:‘ gjj 15;423 ;;:;”;;5
Hindustan Hardly Spices Linted B3 | 8206 | T | 919 | 49968 2013 488 541 4399786
. 2104 46.78 8.76 4097928
Interpretation 0 0 " )
The above table and graph show the free I
. J 2011 2012 2013 2014 2015
cash flow to the Equity for the selected
three Companies from the year 2011 to Automotive Axles limited 1740 11.01 14 4.88 298
Rane Madres limited 17.75 156 1.3 783 580
2015. It’s been observed that the FCFF e
Hindustan Hardy Spicer limited L4 8.07 459 4.09 0.00

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

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
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FCFF was found during 2012 at
82.116c¢rores 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.

ISSN 2456 - 5083

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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as went to negative cash out flow on
particular-10,731.90 and then 2015

ATOVOTIVE AXLESTIVITED Crares RMD as when into negative cash flow
—Lear FCFE(L kel Bl oruuth {"ﬂhﬂn -449.62 however the Hindustan hardy
2011 29,18 114 1740064 39834 . .
01 17938 (1824) 3002636 (344.8) Spicer limited FCFE form 2011 to
013 456 03 470093 539826 2015 were 2011 the company as 248.93
2104 15987 2150 LTS6508 $52.83 and in 2014 and 2015 were the
2015 11099 119 L98568 35560 company has negative cash flow of -
N MADRS LOITED -~ 828.13.and -262.83 compare to the
Yar | FCFE() | r(Kg() Growth ¢ Value (A(BC) three firm were 2015 AAL company
ni | B6M ) 1770815 8.0 has positive cash flow of 355.61 crores.
012 20587 (1469) 154412 68373
01 4117 870 12539 07390 Table 4- Showing the Free Cash
| =l 1557 2Ll Flows for firm Automotive Axles
2015 15587 369 529138 49638 Limited for 2011 to 2015 will
HINDUSTANHARDY SPICER LIVITED crores remain
Year FCFE(4) r(Ke)(B) Growth (c) Value (A/(B-C)
w011 18.125 843 1.146216 24893 Year FCFF WACC &R Crowth Rate R
201 B2.116 (1123) 807302 40545 ) o ]
" - 0 LT —— 011 | 37336 1282 1140 1740 581
2104 9195 1520 4097928 8.1 02 | 30561 (1261) | (184 1 815
s | oM 18 ! LS T 4 806
Particular o n an onoous N4 | (31634 16.34 2130 489 £
Automotive Axks Limited 954 | LR 539326 8528 | 34l N5 | 75014 465 3419 208 906
Rane Madras limited 7768.39 £83.73 1073190 17907 | -496.38 A"erﬂge 20000 083 116 105 783
Hindustan Hardly Spices Limited M| ABSS | ATH | BB | 26288 Table 5-Showing the Estimated
Interpretation FCFF, Present Values of FCFF
P and the Value of Automotive

The above table and graph show the

; Axles Limi 2015.
free cash flow to the equity for the xles Limited as on 2015

selected three companies from the year Free Cash Flow Mefhod

2011 to 2015.The AAL company were Year Estimated FCFF PVIF W

from 2011as went into negative growth 016 3151 03103 18693
rate — 3985.44 and even 2012 in the o M 08287 8138
2015 were company has positive cash 1018 3132 0754 I
flow of 355.61 crores. Rane Madras 115 3%6.32 0.6868 il
company were the cash flow from 020 80 06251 26760
2011 to 2015 RMD company in 2011 \) 185766 04252 116136
they 2,769.39, 2013 RMB company Value of the Firm 154131
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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
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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

2015 is 2547.31 crores. remain.
Table 6- Showing the Free Cash Yar | FCF | WACC | Ke | GuwthRae | Ri | DD
Flows for Equity Automotive Axles
- . 2011 (20415) 689 9.2 1775 81| 7
Limited for 2011 to 2015 will
remain 2012 (142) 647 (14.49) 15.60 815 | 93
7 ¥ 15
tar - K P 2013 18392 347 3.0 1254 806 | 7
0 018 140 174 2014 141.44 1032 247 T84 834 | 53
0 17638 (184) 10 2013 (5331) 5.7 36.69 580 906 | 43
013 14456 5.3 4 Average 91 8.48 1248 1191 788 | 670
204 15987 250 48 ) i
” e oD 5 Table 9 - Showing the Estimated
- J . . e
- FCFF, Present Values of FCFF
Aversg 15620 L 14 and the Value of Rane Madres
Table 7-Showing the Estimated Limited as on 2015.
FCFE, Present Values of FCFE e Gl For Ve
. Tee Lash Liow Metho
and the Value of  Automotive » p— - "
Axles Limited as on 2015. t A :
2016 M 09218 L
Free Cash Flow Method 20” 6226 08497 ]290
Year Estimated FCEF WIF W I i 07 438
016 0100 08939 180.07 :
- 09 1% 070 %30
7 6% 08026 17415
m 1 i i
0 THE 07191 1683 i i L S0k
019 5185 6442 16249 i i 14663 B3
0N M 05712 15753 Value of he Firm 0y
v 118436 05T 8167 Interpretation
Value ofhe Ll The above table and show the free
Interpretation cash flow for firm were RANE
The above table and show the free MADRAS Limited we have estimated
cash  flow for equity were to calculate present value of firm
Automotive Axles Limited we have were taken average and predicted for
estimated to calculate present value 5 years. To know the value of firm in
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2015 is 502.37crores. Tabled 12- Showing the Free Cash Flows for Firm Hindustan Hardy Spicer
Tab|e 10_ ShOWIng the Free CaSh Limited for 2011 to 2015 will remain,
FIOWS for EqUIty Rane Ma‘d res Year | FCFF(Cr | WACC(%) | GrowthRate(%) | Dividend Ke Rf
F : b 1075 115 L5 300 | 84| sl
Limited for 2011 to 2015 will pLY 376 93 80 500 | a1 | 815
remain. w48 L3 i) 0 | 83| o
we | ma 104 410 300 | 130 | 8y
Y I K Crovth Rt s 06 13 ) 300 | 266 | o6
er £ TOWID hate Aeraze 8 1L 38 M0 | o3 | g
1011 13634 41 1113 Table-Showing the Estimated FCFF, Present Values of FCFE and the Value of
012 20387 (1469) 1360 Rane Madres Limited as on 2015
2013 4117 870 124
Free Cash Flow Method
2014 262 22-” 784 Year Estimated FCFF PVIF 13
015 1547 36.69 580 2016 8.16 08992 134
2017 845 0.8086 6.84
Average (214 1249 1191 o = o =
Table 11-Showing the Estimated = = - =
FCFE, Present Values of FCFE and v 31 03073 T
the Value of Rane Madres Limited as e ofthe Fh fh.
on 2015 Interpretation
Troe Cotb Tiow Motod The above table and show the
. - l;E‘F;SI il 1:1;}1[]'“‘ - free cash flow for firm were
oL stimated L, Hindustan Hardy Spicer Limited
2016 55.64 0.9218 51.29 .
; - 5 we have estimated to calculate
017 62.26 .8497 5290 .
038 06 0780 U5 present value of firm were taken
; ) ) M‘ ' average and predicted for 5
2019 1798 0.7220 36.30 .
P p years. To know the value of firm
2020 8121 .6653 38.08 X .
v Ui 06655 M in 2015 is 66.27 crores.
R . - Table 13- Showing the Free Cash Equity for Firm Hindustan Hardy Spicer
‘ﬂl“l] ﬂf [hp F]“n 5‘]2'3 / Limited for 2011 leLli will remain. . ‘ ’
Legs - Market Value of Debt 50.96
R . Year FCFF (Crores) WACC (%) Growth Rate (%) Dividend Ke Rf
El]lllf\" Value 45141 2011 18125 12355 115 T EEEE
2012 82116 934 807 300 (1123) | 813
|nterpretati0n 2013 1074 1138 460 300 853|306
2014 -91.929 1040 410 3.00 1320 | 834
The above table and show the 2015 69998 123 . 300 | 2663 | 006
free CaSh fIOW for eq u ity Were Average 3.62 11.21 3.8 340 9.51 7.88
Rane Madras Limited we have
. Table 13.1-Showing the Estimated FCFE, Present Values of FCFE and the Value
eStIma‘tEd to CaICUIate present of Rane Madres Limited as on 2015
value of firm were taken average —
and predicted for 5 years. To b Tonated PCPP o o
know the value of equity but we o — o o
have reduced in firm value by s i Dosis 19
i i v 447 0.6349 2.84
taking debt to know equity value T 28

in 2015 is 451.41crores.
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Interpretation EINDINGS
The above table and show the free 1) The using DCF models were
cash flow for Equity were Automotive Axles Limited has the
Hindustan Hardy Spicer Limited better cash flow in firm and equity
we have estimated to calculate compare to the Rani Madras and
present value of Equity were taken Hindustan Hardy Spicer Limited.
average and predicted for 5 years. 2) We have used different model when
To know the value of firm in 2015 is they is no growth rate compare of
18.91 crores. the selected firm RML and HHSL
Table 14-Showing Intrinsic value and equity cash flow of AAL
and Market value per/share for company has 324.60  crores
selected company as on 315t compare to last year it was 743.50
march 2015 cash flow model. 3) In constant growth rate of
R R T ——T Automotive Axles Limited as firm

Company Vil Vol | Deviation Valued were 334.5cr and for equity were

Ao uoB | my | Undred 355.61 compare Rane Madres

Rane Madras [mited 41446 24M 160.02 Undarvalud t::::zj and Hindustan Hardy Spicer

Hindustan Hardy Spicer .

i il | mm | 53 Cadedd 4) We have taken the growth rate
Interpretation were the AAL company have low
The above tables were company of growth of 2.98% compare to Rane
AAL as the intrinsic value is Madras Limited.
1010.29cr and market value which 5) The finding of present value FCFF
has been trading on 2015 s and FCFE were for firm which as
827.25cr they is a deviation is calculated for future to now PV
183.04cr only. The Automotive factor 2547.31 crores and for equity
Axles Limited is undervalued. 1526.75 crores AAL company as
Rane Madras Company Limited more compare to other company
Intrinsic value 474.46¢cr and RML and HHSL
market  value 314.44cr  then 6) Intrinsic value of company AAL
deviation is 160.02cr comparing has 1010.29 crores other company
Rane Madras Limited Intrinsic and and market value of the less then
Market Value is where RML is intrinsic value.
undervalued.  Hindustan  Hardy 7) The three companies is
Spicer Limited Intrinsic value undervalued but deviation is only
121.39cr and market value 102cr the AAL company as high rate which
deviation is  19.39cr.comparing expectation of company is more
HHSL is undervalued. compare to trading value.
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