	Financial Modeling and Valuation Techniques

	Course objectives

By the end of the course participants will:
	· Understand the key methodologies of business valuation (P/E ratios and discounted cash flows), their uses and their pitfalls
· Appreciate the concepts of WACC, value at risk and different residual value assumptions used in modeling

· Be able to demonstrate how operational decisions impact valuation models and the concepts of value drivers
· Have discussed the principles used when constructing financial models of cash flow valuations in Excel and seen financial models in use

· Have discussed the special features of valuing private, unlisted businesses in developing economies

	Course overview
	· A mix of presentation, discussion and practice exercises to apply the main valuation techniques to a case study company.  The course develops the theory of DCF modeling and the instructor demonstrates the basics of building a DCF model on Excel.

· The use of DCF is refined for residual values and linked to value drivers.  At each stage participants formulate expectations (eg of WACC, future growth rates, CAPEX to growth, residual values) for the instructor to test in the model.

· Participants are able to take a disk copy of the developed Excel model away from the course

	Notes
	· It is assumed that participants have a basic understanding of the concept behind discounted cash flows (for example as used in investment appraisal)


	Session
	Timing
mins
	Format

	Introduction
	15
	· Session introduction and objectives

· The recent evolution of valuation techniques

	Valuation essentials
	30
	Presentation, discussion and short exercises to develop understanding of the main techniques, when to use and not to use them.
· P/E and prospective P/E multiples

· Using refined accounting based multiples - EBITDA

· Discounted Cash Flows

· Application to case study company

	Developing DCF
	60
	Presentation, discussion and exercise to develop understanding of DCF based models:
· Estimating a suitable WACC and considerations for developing economies

· The role of risk

· Developing growth and efficiency expectations and finding evidence

· Growth duration and residual values

· Application to case study company

	Break

	Constructing value drivers
	30
	Discussion to identify key value drivers and using sensitivity to develop the DCF model:
· Revenue growth

· Operating cash margin

· Cash tax rate

· CAPEX

· Working capital management

· WACC

	Developing the model
	40
	Presentation and discussion on how the value drivers are linked in the Excel model to drive a working DCF valuation model

	Flexing the model
	40
	· Exercise to anticipate the effect of management initiatives on the case study value drivers

· Application of value drivers to develop case study company valuation

	Conclusions
	15
	Recaps, distribution of Excel model and completion of course evaluations
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