

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Valoración de empresas por descuento de flujos: 10 métodos y 7 teorías (Valuing Companies by Cash Flow Discounting: 10 Methods and 7 Theories)

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			16 Pages
		
		

		Posted: 12 Sep 2008
		
			Last revised: 13 Oct 2019
		
		
	

	
		
			
			




	See all articles by Pablo FernandezPablo Fernandez
IESE Business School


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: February 13, 2016

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Spanish Abstract: Este documento es un compendio de los métodos y teorías más utilizados para valorar de empresas por descuento de flujos. Los 10 métodos descritos son: flujos para las acciones descontados a la rentabilidad exigida a las acciones; free cash flow descontado al WACC;  capital cash flows descontados al WACC antes de impuestos; APV (adjusted present value); free cash flows ajustados al riesgo del negocio descontados a la rentabilidad exigida a los activos; cash flows para las acciones ajustados al riesgo del negocio descontados a la rentabilidad exigida a los activos; beneficio económico descontado a la rentabilidad exigida a las acciones; EVA descontado al WACC; free cash flows ajustados descontados a la tasa libre de riesgo, y cash flows para las acciones ajustados descontados a la tasa libre de riesgo.

Los diez métodos proporcionan siempre el mismo valor. Este resultado es lógico porque todos los métodos analizan la misma realidad bajo las mismas hipótesis; sólo difieren en los flujos que toman como punto de partida para la valoración.

También se muestran 7 teorías sobre el valor del ahorro de impuestos debido a los intereses (VTS) y su impacto en la valoración.

English Abstract: This paper is a summarized compendium of all the methods and theories on company valuation using discounted cash flows. It shows ten discounted cash flow valuation methods:

1) equity cash flows discounted at the required return to equity; 
2) free cash flow discounted at the WACC; 
3) capital cash flows discounted at the WACC before tax; 
4) APV (Adjusted Present Value); 
5) the business's risk-adjusted free cash flows discounted at the required return to assets; 
6) the business's risk-adjusted equity cash flows discounted at the required return to assets; 
7) economic profit discounted at the required return to equity; 
8) EVA discounted at the WACC; 
9) the risk-free rate-adjusted free cash flows discounted at the risk-free rate; and 
10) the risk-free rate-adjusted equity cash flows discounted at the required return to assets.
 
All ten methods always provide the same value. This result is logical, as all the methods analyze the same reality under the same hypotheses; they differ only in the cash flows taken as the starting point for the valuation.

The disagreements among the various theories of firm valuation arise from the calculation of the value of the tax shields (VTS). The paper shows and analyses 7 different theories on the calculation of the VTS: No-cost-of-leverage, Modigliani and Miller (1963), Myers (1974), 7 Miles and Ezzell (1980), Harris and Pringle (1985), Damodaran (1994), 7 and Practitioners method.

The paper lists the most important valuation equations according to each of these theories, and also shows how the valuation equations change when the debt's market value is not equal to its book value. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
			
		
	
	
		Note: Downloadable document is in Spanish.

	
	

	
	
		
		
			
				
			
		
		Keywords: discounted cash flows, APV, WACC, equity cash flow

	
	

	
    

    
	

	
	
		JEL Classification: G12, G31, M21

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Fernandez,  Pablo, Valoración de empresas por descuento de flujos: 10 métodos y 7 teorías (Valuing Companies by Cash Flow Discounting: 10 Methods and 7 Theories) (February 13, 2016).  Available at SSRN: https://ssrn.com/abstract=1266623 or http://dx.doi.org/10.2139/ssrn.1266623 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Pablo Fernandez (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: IESE Business School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				IESE Business School  ( email )

			

			
			
				
				
				
					Avenida Pearson 21
Barcelona, 08034
Spain
+34 91 357 0809 (Phone)
+34 91 357 2913 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://web.iese.edu/PabloFernandez/
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				   22,382

			

		
		
		
			Abstract Views

			   39,661

		

		
		 
		
			Rank

			      238

		

		
	


	
		
            
            	        4 Citations
		

	

	
		
			
				       36 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Social Sciences Education eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Social Sciences Education eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           10,091

                                    

                                    
                                        PAPERS

                                           23,566

                                    

                                

                                
                            

                        

                    

                
	
                    Finance Education eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Finance Education eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,852

                                    

                                    
                                        PAPERS

                                            4,417

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Michael J. Schill at University of Virginia (UVA) - Darden School of Business, Stuart C. Gilson at Harvard Business School - Finance Unit

                                    

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Value of Tax Shields is Not Equal to the Present Value of Tax Shields

                        
                            By
                                
                                
                                    
                                    Pablo Fernandez
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Reply to 'the Value of Tax Shields is Equal to the Present Value of Tax Shields'

                        
                            By
                                
                                
                                    
                                    Pablo Fernandez
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Value of Tax Shields is Not Equal to the Present Value of Tax Shields: A Correction

                        
                            By
                                
                                
                                    
                                    Pablo Fernandez
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Value of Tax Shields is Equal to the Present Value of Tax Shields

                            
                                By
                                    
                                    
                                        
                                        Ian A. Cooper
                                         and 
                                    
                                        
                                        Kjell G. Nyborg
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Value of Tax Shields is Equal to the Present Value of Tax Shields

                            
                                By
                                    
                                    
                                        
                                        Ian A. Cooper
                                         and 
                                    
                                        
                                        Kjell G. Nyborg
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Reconsideration of Tax Shield Valuation

                            
                                By
                                    
                                    
                                        
                                        Enrique R. Arzac
                                         and 
                                    
                                        
                                        Lawrence R. Glosten
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Value of Tax Shields is Equal to the Present Value of Tax Shields: Further Remarks

                            
                                By
                                    
                                    
                                        
                                        Ian A. Cooper
                                         and 
                                    
                                        
                                        Kjell G. Nyborg
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Discount Rates and Tax

                            
                                By
                                    
                                    
                                        
                                        Ian A. Cooper
                                         and 
                                    
                                        
                                        Kjell G. Nyborg
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Comment on 'the Value of Tax Shields is Not Equal to the Present Value of Tax Shields'

                            
                                By
                                    
                                    
                                        
                                        Joseph Tham, 
                                        
                                    
                                        
                                        Ignacio Velez-pareja, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.079 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
