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Abstract 

 

This master’s degree final project consisted of the full elaboration of a business case, 

alongside its resolution and two accompanying research papers. The business case 

is somewhat unusual, since it deals with a decision that involves exiting the stock 

market (instead of entering it), in an attempt to stop having the company’s valuation 

dictated by the market. 

Although the business case focuses on financial valuation, it has many other aspects 

that are exploited, such as leadership and negotiation skills, business ethics and a 

strong strategic component. The case was developed in order to be well suited for 

MBAs (especially at their final stage, serving as a consolidating case analysis). 

Alongside the business case, an excel sheet was devised in order to aid with the 

calculus (there are two versions; one for the students without the case solutions, and 

another for the teacher with all the answers).  

The accompanying research papers deal with some aspects that were raised during 

the valuation phase of the analysed company (Brisa), namely the possibility of 

double counting the released free cash flows over the years when dividends aren’t 

distributed (dealing with potential dividends usually causes some confusion), and the 

valuation correction needed to be done when the retained FCFE capital is applied in 

projects yielding a rate different than that of the cost of equity. Each paper was used 

in different questions, namely to calculate the company’s expected “cash build-up” 

due to not distributing any dividends; and to assess the difference between two 



ii 

different investment rates. The papers can be distributed alongside the business 

case in order to help students solve such questions. 

This document is comprised of the state of the art in financial valuation, the business 

case (without most annexes; just the one with the case’s main questions) alongside 

excerpts (due to size restrictions) of its resolution (teaching note) and Excel files, 

and finally a small comment on the two working papers focusing on the FCFE 

discount model for valuing companies. 

As a final note, the business case was submitted to the FAE/EDP (Fórum de 

Administradores e Gestores de Empresas / Energias de Portugal) Business case 

contest with a specific format (less pages and different text styles), and its version is 

also included in the CD that accompanies this Master’s degree final work. 

 

CD content 

 

• Case file and teaching note, both in word and pdf format 

• Excel files (student’s and teacher’s version) 

• Excel file with functions for cash build-up (add-in file with macro) 

• FAE/EDP contest version of the case and respective resolution 

• Research papers, both in word and pdf format 

• Master’s Degree Final Work, both in word and pdf format 
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Resumo 

 

Este trabalho final de mestrado consistiu na elaboração de um estudo de caso, 

juntamente com a sua resolução e dois artigos de investigação que servem de ajuda 

para a resolução de duas perguntas, cada uma sobre um artigo diferentes. O caso 

em estudo é um pouco invulgar, visto lidar com uma decisão de saída do mercado 

de capitais (ao invés de entrar no mesmo), numa tentativa de deixar de ter a 

avaliação da companhia ditada pelo mercado. 

Apesar do caso focar na avaliação financeira da companhia, tem muitos outros 

aspetos que são explorados, nomeadamente técnicas de liderança e negociação, 

ética empresarial e uma grande componente estratégica. O caso foi desenhado de 

forma a servir especialmente para MBAs (especialmente na sua fase terminal de 

consolidação), e é suportado por uma folha de Excel para cálculos (existem duas 

versões; uma para os estudantes apenas com os dados necessários para resolver 

as questões, e outra para o docente, com todas as soluções).  

Os artigos de investigação que acompanham o caso lidam com alguns aspetos que 

foram abordados na fase de avaliação da empresa (Brisa), nomeadamente o erro 

(e sua quantificação) de valorizar em duplicado os fluxos financeiros libertados 

anualmente quando os dividendos não são distribuídos (lidar com dividendos 

potenciais geralmente causa alguma confusão), e o ajuste a fazer a uma avaliação 

quando a parte do FCFE retida não gera a taxa de rendimento esperada. Os artigos 

servem de apoio a duas das perguntas do caso, nomeadamente a questão que pede 

para calcular a acumulação de capital devido à companhia não distribuir dividendos 
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e a questão sobre reter capital a diferentes taxas de investimento. Os artigos podem 

ser distribuídos juntamente com o caso de forma a ajudar os estudantes a 

resolverem as questões correspondentes. 

Este documento é constituído pelo estado da arte em avaliação de empresas, o 

caso (sem a maioria dos anexos, apenas aquele que contém as perguntas 

principais) e excertos (devido a restrições de tamanho) da sua resolução (teaching 

note) e dos ficheiros Excel, finalizando com um pequeno comentário sobre os 

artigos de investigação que analisam questões pertinentes à avaliação usando o 

modelo de FCFE descontado. 

Como nota final, o presente caso foi submetido ao concurso de escrita de casos de 

negócio da FAE/EDP (Fórum de Administradores e Gestores de Empresas / 

Energias de Portugal) com um formato específico (menos páginas e tipos de letra 

diferentes), sendo que esta versão do caso é também incluída no CD que 

acompanha este trabalho final. 

 

Conteúdo do CD 

• Ficheiros do caso e respectiva resolução, em ambos os formatos word e pdf 

• Ficheiros Excel (versão para o aluno e para o professor) 

• Ficheiro Excel com funções para calcular a acumulação de capital (macro 

que se pode acrescentar aos ficheiros Excel como suplemento) 

• Versão do caso para o concurso FAE/EDP 

• Artigos de investigação, em ambos os formatos word e pdf 

• Trabalho Final de Mestrado, em ambos os formatos word e pdf 



v 

Core Glossary 

 

APV   Adjusted Present Value 

DCF   Discounted Cash Flow Valuation 

EBIT   Earnings Before Interest and Taxes  

EBITDA   EBIT Depreciation and Amortization 

EV   Enterprise Value 

FCF   Free Cash Flow  

FCFE / FCFF FCF to Equity / FCF to Firm 

GAAP   Generally Accepted Accounting Principles 

IRR   Internal Rate of Return 

NPV   Net Present Value 

PE   Price to Earnings 

S&P   Standard & Poor’s ratings 

TVC   Terminal Value Correction 

WACC  Weighted Average Cost of Capital 
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Chapter 1 State of the art on Valuation 

 

The proposed business case deals with many aspects, though the main issue 

centres on Brisa’s valuation. Valuation is the name given to the process of 

determining the current worth of a company/ asset/ project, and thus is an essential 

tool to everything done both in finance and corporate strategy. Understanding what 

determines the value of a firm and how to estimate it is at the heart of every decision 

making process, being it to find the best investment solutions to increase the firm’s 

value, to manage a business portfolio looking at companies trading at less than their 

true value and then generate profit as prices converge on value, or simply to study 

the market’s efficiency. 

 

There are many techniques that can be used to determine value, and all render 

different results (Damodaran, 2006). These models range from simple to 

sophisticated, making different assumptions as to the fundamentals that determine 

value. Generally, there are four approaches to valuation. The main model for valuing 

ongoing businesses and projects is the discounted cash flow valuation (used in the 

case solution), where the value of an asset is the present value of the expected cash 

flows on the asset, discounted back at an appropriate rate that reflects the risk of the 

endeavour. Due to its theoretical credentials, it is the model that gathers the most 

consensus. The other three valuation models are liquidation and accounting 

valuation (based on accounting estimates of value or book value of the firm), 

valuation by comparison to similar assets such as earnings, cash flows and sales, 
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and the last valuation model, contingent claim valuation, uses option pricing models 

to value assets that share option characteristics. Valuation on real options is a 

separate field on finance (and a complex one, involving several statistic models), 

and thus in this work we will merely mention it, concentrating on the first 3 valuation 

methods. 

 

Discounted Cash flow Valuation 

 

The essence of discounted cash flow valuation is simple; the asset is worth the 

expected cash flows it will generate, discounted to the value of today. A survey article 

was written in Parker (1968), where it stated that the earliest interest rate tables (use 

to discount value to the present) dated back to 1340. Later, in 1582, a Flemish 

mathematician, Simon Stevin wrote one of the first textbooks on finance, laying out 

the basis for calculating the present value in Stevin (1582). It was only after 3 

centuries that a civil engineer, A.M. Wellington argued that the present value of 

future cash flows should be taken into account when calculating the up-front 

investment in Wellington (1887). The intellectual basis for discounted cash flow was 

described in both Bohm-Bawerk (1903) (with a home purchase example with 20 

annual instalment payments) and Marshall (1907). Finally, present value equations 

were developed for annuities, in order to assess the need to either buy new 

equipment or retain old equipment in Pennell (1914). 
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The principles of modern valuation were consolidated in Irving Fisher’s books (1907 

and 1930). In these books, there were four alternative approaches for analysing 

investments, namely choosing the investment that: 

• had the highest present value at the market interest rate 

• had the largest gap between benefits and cost at the present value 

• had the highest “rate of return on sacrifice”, above the market interest rate 

• compared to the next most costly investment yielded a return in excess of the 

market rate  

 

Note that the first two approaches represent the net present value rule, the third is 

the IRR – Internal Rate of Return approach and the last is the marginal rate of return 

approach. Later works from Boulding (1935) and Keynes (1936) derived the IRR for 

an investment. One year later, Samuelson (1937) compared the IRR and NPV (Net 

Present Value) approaches and argued that rational investors should maximize NPV 

and not IRR.  

These previously mentioned works set the basis for the widespread of the 

discounted cash flow approach into all business areas, aided by developments in 

portfolio theory. There are four variants of discounted cash flow models, each with 

its own advantages and disadvantages. These are: 

• Discounted cash flow with a risk-adjusted discount rate (used in the case) 

• Adjusted cash flows for risk, termed certainty equivalent cash flows, 

discounted at the risk-free rate 
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• Adjusted Present Value (APV) approach, which consists of valuing a business 

without the effects of debt first, and then consider the effects of borrowing. 

This approach was first boarded by Modigliani&Miller (1963) with the isolation 

of the tax benefits from borrowing, but the APV in its current form was present 

in Myers (1974). 

• Valuation based on excess returns on each investment. 

 

In stocks, the dividend discount model was first mentioned in Williams (1938), where 

the present value concept was connected to the stock’s dividends. Williams also 

drew a distinction between valuing mature and growth companies in Williams (1938). 

The value of stock with perpetual growth was derived in Durand (1957), but it was 

Gordon who popularized the model in subsequent articles and a book, giving it the 

title of the Gordon growth model (Gordon, 1962). Due to the non-realistic property of 

a single perpetual dividend growth, the two stage (and multi-stage) model was 

devised in Bernstein (1967) – an extensive categorization of multi-stage models is 

provided in Damodaran (1994). The H model, a two stage growth model where the 

first stage has a linearly descending growth until the stable (constant) growth figure 

of the second stage, was devised in Fuller&Hsia (1984). 

The valuation of companies that pay no dividends due to reinvestment was analysed 

in Michaud&Davis (1981) (based on expected dividend pay-out when the growth rate 

declines). Shiller (1981) presents evidence that the volatility in stock prices is too 

high to be explained by variance in dividends over time, while Poterba&Summers 

(1988) argue that risk premiums can change over time. Fama&French (1988) noted 

that dividend yields vary much more than dividends, and Foerster&Sapp (2005) 
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analysed a long time period (from 1871 to 2003) and found that the dividend discount 

model does a good job explaining the main variations in the S&P 500 index, though 

there were systematic differences over time in how investors valued future dividends. 

In Sorensen&Williamson (1985), some analysis was also performed, valuing 150 

stocks from the S&P 400 in December 1980, using the dividend discount model. The 

return on the stocks were estimated for the following 2 years (January 1981 – 

January 1983), where undervalued (overvalued) stocks from the dividend discount 

model outperform (underperform) the market index on a risk-adjusted basis. 

The decline in paying of dividends was analysed in Fama&French (2001), where it 

was concluded that today’s market portfolio is mostly made of high growth firms and 

that firms became less likely to pay dividends, as dividend paying firms went from 

66,5% in 1978 to 20,8% in 1999. The work in DeAngelo et al (2004), 

Hoberg&Prabhala (2005), Baker&Wurgler (2004a) and Baker&Wurgler (2004b) tried 

to explain the decline in dividends over time, attributing it to a variety of factors. The 

fact remained that the gap between dividends paid and potential dividends did 

increase over time, posing a challenge to the use of dividend discount models. 

The fix to the posed problem would be to replace dividends with potential dividends 

in the dividend discount model. Potential dividends can be estimated by three 

variants: 

• Stock buyback as dividends: the work in Damodaran (2006) presents the 

modified dividend pay-out including stock buybacks, and argues that it works 

well in explaining the market prices of companies that return cash over 

regular intervals via stock buybacks 
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• Free Cash Flow to Equity model: the publication of Hagstrom (2004) 

describes how Warren Buffet argued that investors should value companies 

based on its “owner’s earnings”, which were defined as the cash flows left 

after capital expenditures and working capital needs. 

• Earnings Model: The model of discounting earnings or variants of earnings is 

discussed in Ohlson (1995) and Felthan&Ohlson (1995), where a relationship 

between value and earnings is established. Penman&Sougiannis (1997) 

argued that GAAP (Generally Accepted Accounting Principles) earnings 

could be substituted for dividends in equity valuation, as long as analysts 

would reduce future earnings and book value to reflect dividend payments. 

All these models were prone to double-counting (Penman&Sougiannis(1997) 

described that “discounting earnings as if they were cash flows paid out to 

stockholders while also counting the growth that is created by reinvesting 

those earnings will lead to the systematic overvaluation of stocks”), 

something that was discussed in Glassman&Hassett (2000). 

The model used in the case, and with widespread use is the FCFE / FCFF (Free 

Cash Flow to Equity and Free Cash Flow to Firm) model. The question however of 

using potential dividends versus real dividends endures, and care must be taken in 

order not to double count cash flows and to assess what use is given to that excess 

cash flow – if it is invested wisely, what returns will come of them, how it is accounted 

for, etc (Damodaran, 2006). The value of the firm to all stakeholders (the FCFF 

model) was originally introduced in Modigliani&Miller (1958). The perpetual growth 

formula for the FCFF (to calculate the value of the firm) was analysed in Miles&Ezzell 

(1980). The McKinsey books on valuation have also provided extensive coverage 
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on the estimation questions associated with discounted cash flow and the link 

between value and corporate financial decisions (Copeland et al, 1990), (Koller et 

al, 2005). The passage to forego between FCFF and FCFE (or firm valuation to 

equity valuation) is explained in detail in Damodaran (2006). Since it is fundamental 

to use notions of risk adjustment in order to correctly model expected cash flows, the 

Bernoulli model is often used (Bernoulli, 1738) and cited. Further works built up on 

this Gregory (1978), but a more practical approach was given in Robichek&Myers 

(1966), with the compounded risk premium calculation. 

  

Book Value Based Valuation 

 

Valuation based on the company’s balance sheet represents the original ideal for 

accounting statements, in which a firm’s income statement would provide a measure 

of the its earnings potential and its balance sheet would yield a reliable estimate of 

the firm’s value (Daniels, 1934). Nowadays very few contend that a company’s book 

value is a good measure of its market value (only good for mature firms with little or 

no growth opportunities and no potential for excess returns), though some works 

indicate that if a stock drops below its book value it’s probably undervalued (Graham, 

1949) (investing in these stock is called “value investing”, and its potential was 

corroborated in Fama&French (1992)). 

The firm’s excess returns must be taken into account for valuation, jointly with its 

book value, as stated in Ohlson (1995), Feltham&Ohlson (1995) (basically stating 

that a firm’s value of equity is equal to the current book value of equity and the 
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present value of the expected excess returns to equity in perpetuity). Ohlson’s 

residual income model was received with enthusiasm (though it was not 

revolutionary), since similar models extending the dividend discount model to 

incorporate excess returns on future opportunities were divised in Walter (1966), 

Mao (1974). Later, Lundholm&Keefe (2001) showed that discounted cash flow 

models and residual income models yielded identical valuations of companies, as 

long as all assumptions were consistent. Accountants took a liking to Ohlson’s model 

due to its explicit use of book value, and revitalizing the significance of accounting 

earnings, that was questioned in Lev (1989). The Ohlson model was posteriorly 

backed by Frankel&Lee (1998), Hand&Landsman (1999), Dechow et al (1999), 

though the work in Lo&Lys (2005) states that in order to really back up the Ohlson 

model, one should question if “changes in equity value are correlated with changes 

in book value of equity and net income”, and that the Ohlson model “does no better 

on these tests than established models”. 

Recently, the notion of “fair value accounting”, based on the original accountant’s 

idea that the book value on a balance sheet alongside the resulting net worth for 

companies be a good measure for the fair value of the company, has gained some 

projection. There is a great amount of controversy on this matter; some advocate it’s 

a good measure (Barth et al, 2001), while others point the potential for accounting 

manipulation (Holthausen&Watts, 2001), pointing out the example of Fabricant 

(1938), of widespread account manipulation in the USA until 1934, after which the 

measure was discouraged. The work in Barth (1994) concludes that fair value 

accounting provided useful information to markets in a variety of contexts; and the 

work in Nelson (1996) concluded that for the banking sector it was better to use the 
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market’s values. Other works (Chen et al, 2004) point out that stock prices react 

negatively to goodwill impairments, indicating that fair value assessment provide 

information to the market. In essence, we can conclude that fair value valuation is a 

reflection of what will eventually happen in the market, and its use should be 

performed at least for internal accounting. 

Another special case of book value valuation is liquidation valuation. Due to the 

urgency of selling, the liquidation value will be a specified percentage of book value 

– Berger et al (1996) argue on this and provide evidence that book value operates 

as a proxy for the abandonment value in many firms, while Lang et al (1989) use 

book value as a proxy for replacement costs. The discount to book value varies 

greatly; Kaplan (1989) cited a Merryl Lynch estimate that the speedy sales of the 

Campeau stake in Federated would bring about 32% less than an orderly sale of the 

same assets, and Holland (1990) estimates a discount in excess of 50% in the 

liquidation of assets of a machine tool manufacturer. Williamson (1998) points out 

that assets that are not specialized and that can be redeployed elsewhere have a 

smaller discount due to great use opportunities, and Shleifer&Vishny (1992) argue 

that assets with few potential buyers or buyers with financial constraints are likely to 

sell for higher discounts.  

Relative Valuation 

 

In this case, assets are valued based upon how similar assets are priced in the 

market, something commonly used for buying houses or used cars. There are three 

steps that are essential to relative valuation 
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• Finding comparable market-priced assets 

• Scale the market price to a common variable (assets may vary in size and 

units; one can’t compare stock price, only value of equity, for instance) 

• Adjust for differences across assets (assets usually are not 100% identical, 

and adjustments need to be done) 

Some studies were done for finding suitable standardized values and multiples (of 

the earnings that an asset generates) (Damodaran, 2002). Fernandez (2001) 

discusses the use of different multiples at Morgan Stanley Europe, and notes that 

PE ratios and EV/Ebitda multiples are the most frequently employed. Liu et al (2002) 

compare how well different multiples do in pricing 19878 firm-year observations 

between 1982 and 1999 and suggest that multiples of forecasted earnings per share 

are best for explaining price differences; multiples of sales and operating cash flows 

are the worst to be used, and multiples of book value and EBITDA fall in the middle. 

Lie&Lie (2002) examined 10 different multiples across 8621 companies between 

1998 and 1999 and arrived at similar conclusions. 
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Chapter 2 Main Case File  
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Chapter 3 Excerpts from Teaching Note, Excel Files and Research Paper 

 

This chapter will simply display some excerpts from the auxiliary files. The teaching 

note is a full analysis of the case and its answers, the excel files provide all necessary 

data to perform all calculations, and the research paper will provide insights for the 

students who want to learn how to use the FCFE valuation method, while avoiding 

some common mistakes and use the paper’s reasoning to easily answer (and learn 

about) one of the case’s questions.  

Teaching Note 

This section will highlight some parts of the teaching note, namely the flowchart of 

possible actions, suggested sequence of events and discussion walkthrough, the 

case’s main interconnections and underlying strategy, the financial valuation (with 

several scenarios and considerations) and answers to the case’s main questions. 

The reader is encouraged to read the full version that is contained in the CD.
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Excel Files 

The excel files (both student and teacher version) are provided in the CD alongside 

this report. In this section we will discuss part of some worksheets, so that the reader 

gets an understanding of what’s in the excel sheets. All the sheets in this section 

were taken from the teacher’s version – the student’s version have some empty 

fields that need to be calculated/ inserted. 

In Figure 1 we can see the first sheet that has a short description of all worksheets 

in the excel file. Figure 2 portrays the companies that were used to calculate the beta 

by comparison, alongside their currency units and comparison rates. In Figure 3, 

each company’s unlevered beta is determined, in order to find the mean unlevered 

beta, to be applied to Brisa. 

 

FIGURE 1 – EXCEL WORKSHEETS’ DESCRIPTION 
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FIGURE 2 – USED COMPANIES FOR COMPARISON 

 

 

FIGURE 3 – CALCULATION OF UNLEVERED BETAS FROM USED COMPANIES FOR COMPARISON 

The WACC (Weighed Average Cost of Capital) is calculated in Figure 4, in a way 

that students understand the importance of each of its components. 

The estimated growth model, alongside Enterprise and Equity value forecast are 

performed in Figure 5, whose main result is the value per share. Finally, the cash 

build-up calculations (alongside functions that were programmed in Visual Basic and 

discussed in detail in the teaching note) are depicted in Figure 6. 
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FIGURE 4 – CALCULATING THE WACC 

 

 

FIGURE 5 – CALCULATING THE VALUE PER SHARE 
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FIGURE 6 – CALCULATING THE CASH BUILD-UP 

Research Papers 

The research papers are important since they focus on different aspects of the 

discounted FCFE valuation model.  

The first paper (Silva&Pereira, 2016a) points out some common mistakes that are 

made when valuing a company, and its impact on the overall valuation. It also 

contributes to point out that what the shareholders of a company expect from it when 

it withholds dividends, and the amount of the cash build-up it retains. The students 

reading the paper and solving the case’s questions are made aware of this by 

answering the question pertaining to the forecasted cash build-up of Brisa, and by 

making the bridge of the paper’s TVC (Terminal Value Correction) formula to the 

cash build-up formula in the teaching note.  

The TVC is discounted to the initial day, 

𝑇𝑇𝑇𝑇𝑇𝑇 = 𝑟𝑟𝑟𝑟𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 × FCFE1 × �
�−1 + (1 + 𝑔𝑔𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹)𝑛𝑛

𝑔𝑔𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹
� + ∑ [(1 + 𝑔𝑔𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹)𝑡𝑡−1 × ((1 + ri)𝑛𝑛−𝑡𝑡 − 1)]𝑛𝑛−1

𝑡𝑡=1

(1 + re)𝑛𝑛 � 

but the Cash Build-up isn’t discounted, as thus is given by: 

𝑇𝑇𝐶𝐶𝐶𝐶ℎ 𝐵𝐵𝑢𝑢𝑢𝑢𝑢𝑢𝑢𝑢 − 𝑢𝑢𝑢𝑢

= 𝑟𝑟𝑟𝑟𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 × FCFE1 × ��
−1 + (1 + 𝑔𝑔𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹)𝑛𝑛

𝑔𝑔𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹
� + �[(1 + 𝑔𝑔𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹)𝑡𝑡−1 × ((1 + rm)𝑛𝑛−𝑡𝑡 − 1)]

𝑛𝑛−1

𝑡𝑡=1

� 
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(note that the difference between the two formulas is that the TVC is pushed back in 

time, and that’s what the students need to figure out essentially). The reader is 

encouraged to examine the paper on the CD, to fully understand its reasoning and 

view the applied examples. 

The second paper, (Silva&Pereira, 2016b), deals with valuation adjustments that 

need to be performed to the cash build-up when the obtained rate from market 

investment is different than the shareholder’s expected rate at the cost of equity. So 

being, this rate difference will alter the cash build-up and thus some adjustment need 

to be made. The paper describes the function Overall Rate Difference ORD, and 

then applies the ORD to the initial value to compute the Correction Factor CF in cash 

build-up that separates the expected and the real value. 

The ORD is given by: 

𝑂𝑂𝑂𝑂𝑂𝑂(𝑔𝑔𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 ,𝑛𝑛, re, ri) = 𝐼𝐼𝑛𝑛𝐼𝐼𝐼𝐼𝑟𝑟𝐼𝐼𝐶𝐶𝐼𝐼(𝑔𝑔𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 ,𝑛𝑛, ri) − 𝐼𝐼𝑛𝑛𝐼𝐼𝐼𝐼𝑟𝑟𝐼𝐼𝐶𝐶𝐼𝐼(𝑔𝑔𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 , 𝑛𝑛, re)

= �[(1 + 𝑔𝑔𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹)𝑡𝑡−1 × ((1 + ri)𝑛𝑛−𝑡𝑡 − (1 + re)𝑛𝑛−𝑡𝑡)]
𝑛𝑛−1

𝑡𝑡=1

 

And the Correction Factor is: 

𝑇𝑇𝐶𝐶 = 𝑟𝑟𝑟𝑟𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 × FCFE1 × 𝑂𝑂𝑂𝑂𝑂𝑂(𝑔𝑔𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 ,𝑛𝑛, re, ri) 
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Chapter 4 Concluding Remarks  

 

This project aimed to consolidate into a business case the main aspects that were 

learnt during the ISEG MBA. The case focus on strategy and finance, although many 

other aspects such as leadership, negotiation and business ethics are discussed – 

this case is ideal for many class discussions relating to these aspects. 

The business case is told in such a way that the student will be able to consolidate 

many of his/her doubts in finance in strategy. The excel sheet is also very oriented 

towards teaching, guiding the student through the intended calculation procedures 

with pre-filled worksheets and guiding formulas.  

Another very important aspect that was carefully planned was the marketing of 

Portugal as a country that, although struggling with an economic crisis, still had 

strong-minded business leaders that were willing to take risks, alongside being a 

great place to visit (references to the weather and food were given in the final 

meeting). It is hoped that this business case is used in business schools throughout 

the world and that it serves its purpose in teaching some of the main aspects in a 

MBA alongside promoting Portugal as a prosperous European country that could be 

taken into account for future businessmen when expanding their business and/or for 

touristic purposes.  

José de Mello group was the perfect business holding to analyse, due to its historical 

presence in the Portuguese history alongside its business sense, where it analyses 

what are the (people’s) economy’s needs and in many aspects replaces the 
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government in such areas (such as healthcare, retirement homes and transport 

infrastructure). It can be seen as a model in many aspects, with an unusually 

diversified business portfolio that minimizes the family group’s risk. Personally, it was 

a good experience to meet some of the people in the group, and hopefully I will deal 

with the group again in the future. 

To finalize, two research papers on finance were devised, with links to the case itself. 

The objective is to help the students understand the subtleties of the discounted 

FCFE valuation, via understanding some matters pertaining to the cash build-up that 

a company obtains from withholding dividends. The research papers can be given 

to students alongside the business case in order to help them solve the questions 

pertaining to cash build-up. 
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