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L. Curreent Market ~To — Book Value Equity
%. Corporate Life-Cycle )

3. Accrual Basis vs. Cash_flow Basis

“- Financial Analysts

> Graham & dodd 1934-1940

§. Damadoran 2001

’- Price Market-to-Book Value Per Share




(B /5)6 e 2 o3 Malos s 53 I3k ns =Y
(Pt /EBIT )" s o S 5 6 oSSl 5 5hhes 350 42 ogos 2 L3k o3 Y
(Prs 1570 ) o A Slles A8 o5 a4 UL Ced ,—’f
oS3 13 sy 5 e gl Jlo (sl Syl cpaliy W 055 1 S G5 sla S
(Bl oS s (Gla e e Ol Gl 0l 3 o e 5 5ls (5,08 Sl (gl &
DS o s (68 I IV 8l 013 o3zl o (5,93 5 42 53l Consd e 1
o el sloul Ol s 005,85 5 5 ey (b A S5 5N a8 el atig e 5 S5 0
Lol s e =k uu.; Gl 5K 5l Jbe o0 K b (galasl uss plew Olmbo oy 5
I UET K WA PCK S PN 2 JOREL PP DYRP PRTTIC e
s s ol L el o3 sad 4 (18 e jn 5 (goladl psle 5 5 55 Ko 2
e 3 438 5,500 5 53 bz Wl 2l Bogombe da 81 (gla pite dsloes Sz
b 5 et sl la SN (6,800 St U pile e S35 (salasBl gls ay sa)as
e Tl 4335 5155 (il (gl 4 malmn JU3 5550 Cus 4 ool sk LT Sle 035
Pl i3 b o3 ool 9 4k adas (555
3 e St bl ol A S el ) ke s B30 2500 st o1 @
ol Sledisl pamemms S (0 258 Y galasdl sty Oligay b ad @il 25

s = 4._!_[)‘ ‘;;Lﬂj C'L:l.ﬂ &&; 232 |J A\LS_,‘:J J‘J.L.‘ U:‘J.J‘ ¢ 55._!__’ ‘.J:'J.)l 3 (L;.:LAJS‘ Q'i@ﬂ)@.\g

v

Firm,t

= MVE, + MVD,

L. Price Market-to-Sales Revenue Per shar
2. Price Market-to-Earnings Before Interest and Taxes Per Share

3. Valuating Firms
“. Copland, Tom, Tim Koller and Jack Murin (2000),"Valuation: Measuring and Managing the Value of
Companies", Third edition, New York, John Wiley & Sons, Inc, PP:264-279
%. Static model
6
- MV SHARE _ HOLDER
7
= MV pppr _HOLDER

8
- MV M T MV SHARE _ HOLER + MV DEBT' _ HOLDER
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VF'rm,t [FCFF ] = VShare—holders,t [DDM] + VDebt—holders,t [FCFF]
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' dynamic Model

%_ Free Cash-Flow Firm

>- Weighted Average Cost of Capital

*. Dynamic Based_on Discounted Dividends Model (DDM)
5 Price Market-to-Book Value Equity Per Share (PMBVEPS)
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I_ Strong & Semi-Strong Forms Efficient Market

%. Weak Form Efficient Market (WFEM)

3~ Market-to-book multiplier (MBM)

“_ Black L.E. 1998, "Life-Cycle Impacts on the Incremental Value-Relevance of Earnings and Cash Flow
Measures", The journal of Financial Statement Analysis No. 4 PP: 26-30.

>~ Funds-Flow Used / Arised from Operating Activities

5. Funds-Flow Used / Arised from Investing Activities

’- Funds-Flow Used / Arised from Financing Activities
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' Greenberg,Johnson and Ramesh ,1986

2. External validity (Generalization)

>- Black « 1998

‘. Start-up,Growth,maturity,Stagnation or Decline Stages

> - Black L.E. 1998, "Life-Cycle Impacts on the Incremental Value-Relevance of Earnings and Cash Flow
Measures", The journal of Financial Statement Analysis No. 4 PP: 32-39.

5. Sophisticated & Unsophisticated Invastors
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I Relative Value Preference
%. Amir and Lev,1996 _ Lev and Zarrowin, _ Kothari,2001
- % Firm's Industry Affiliation
‘. Black,1998
" - Rate of Growth sale
S. Pay-out Ratio
’. Barth, Beaver ,Hand and Landsman ,1999
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. Black L.E. 1998, "Life-Cycle Impacts on the Incremental Value-Relevance of Earnings and Cash Flow
Measures", The journal of Financial Statement Analysis NO. 4 PP:40-56.

*. Financial Flexibility

3. Stakeholders (Equity Investors & Debt Investors)

1. Index of Static Earnings Quality (ISEQ)
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\- Index of Dynamic Earnings Quality (IDEQ)

2~ Black L:E. 1998, "Life-Cycle Impacts on the Incremental Value-Relevance of Earnings and Cash Flow
Measures", The journal of Financial Statement Analysis NO. 4 PP: 40-56.

’- Financial stakeholders
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I Black L.E. 1998, "Life-Cycle Impacts on the Incremental Value-Relevance of Earnings and Cash Flow
Measures", The journal of Financial Statement Analysis NO. 4- PP: 40-56.

% Sustainable Financial Flexibility 4
3. Black L.E. 1998, "Life-Cycle Impacts on the Incremental Value-Relevance of Earnings and Cash Flow

Measures", The journal of Financial Statement Analysis NO. 4 PP: 40-56.




2 3 5 Sl s 5SS € M 5 IS el s 5 (sla Ol
Sl gl o555 ST (usdis,ms Lol 4l il 5 esss 0L (o3s) 625 a3l
Sl SLSS el sl 53
3l olie 5 62,50 ualie (ol sladoly Sl a5 S8 4w Jorl ey LT Y
) M Shols ome ol oS 05,8 gle oS 5 g5 JEaul 4 bb Ll wu e
O3 ga5 ysbite b SO L els S0 350 e Sl o b Jde LT Kos cjls 4 Sl
Sy Jls g5t 1 b BB (23 el sl b Sl Bl o 28,5 Sl a2 als
e 32 g0 sl il ¥
Sl s 5 e a8 ks Sldlae Slosl 4 b3 g3b 58 55 i p b GRas3 0l
(s 5 5) Gllas A 055 0L r s (e SLa S 5 slens DI ol 5 (5ol
bl o o 5 OLLE S8 eS8 il s il 53 Jbe e 5 (9018 e
by sla il Ol & sagms eI ka5 Slbile (5831 2 e sl 550l LT @
o Oy &SIL L5 ,8 e Il (Sledbl (glgims (5l g e Oloeary (sl5)
e 1 n sls il S icsanl oS (sdgnd o1 e 5 e e (sla S
Sl o s 5 S ale oo o5 5 50) ilikos 4B sl >
alasly 53 0535 0Ll b asso ST s plew 0Ll Gaim (g5 a5l 45 55 5HSalas o
3555 5 65V (s (speeni) (sl s 5e Vb eialy (6,800 s 55
el
s LS e Ol Lol L adaly 5o a0l S g (il Rkl Dl S
Ates gl I8 6 g Ol 2 5 Solblac 35w o anlie A& 0 g olg},j olale

“e . . . . . 5 é Y .‘ w 0
Lg..\_.a.a le—@"\ij"fwd—”‘"u':‘:‘—‘.‘i LSL'“ LJ,:.AJ}_‘;'O_)_}J u»j"m.._fl_: \c\c\,cﬁ}j}b} uu}:.‘

. External Validity
2. Livanat & Zarrowin, 1990, B., Zarowin, P. (1999) "The Boundaries of Financial Reporting and How to
Extend Them ", Journal of Accounting Research, No# 37, PP: 353-359.
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1- Black & Biddle, 1998 Black L.E, (1998), "Which is More Value relevant: Earnings or Cash Flows? A
life Cycle Examination", Working Paper, University of Arkansas.PP:13-29.

2 Biddle, G. Seow and A. Siegel, 1995, "Relative versus Incremental Information Content",

Contemporary Accounting Research No. 12, PP: 1-23.

3. Penman, 1996 '

4_ Easton P.D., Sommers G.A, (2002) "Scale and the Scale Effect in Market-Based Accounting
Research", Journal of Business Finance and Accounting, No#30, PP: 25-35.
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' Anthony & Ramesh ,( 2001), Anthony, J. and K. Ramesh. 1992, "Association Between Accounting
Performance Measures and Stock Prices: A Test of the Life Cycle Hypothesis", Journal of Accounting &
Economics 15, PP: 203-227.

% Accrual Earnings vs. Cash-Flow Operating, investing and financing

*- Jorion & Talmer , (2002), "Corporate Life Cycle and the Relative Value-Relevance of Cash Flow
versus Accrual Financial Information", working paper, (July) ,PP:12-18.

‘- Notes to basic financial statement

5. Falk & Heintz , (1975), "The Association of Operating Cash Flow and Accrual with Security Return",
Jounal of Accounting Research (Supplement) 24 ,PP: 112-133
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3. potential growth

% quality

>- Time period

5. Free cash_flow financing

’- Current Operating Contribution
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3. Discounted Cash-Flow Model (DCF)
“- Free Cash_Flow From Operating Activities
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3. Economic Value Added Model
* Discounted Cash_Flow Model
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2. Free Cash Flows
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- Surplus of free cash-flow

% Repurchase of common stocks or treasury stock
*- Diversified portfolio

- Equity Security Disposition
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' Reaction of bussiness risks
%~ Trancparacy of combined financial risks
*- Going-concern assumption
‘- Enlargement size of entity
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'- Expiration of profitability period for new projects

2. Financial math

3. Reinvestment of operating profit before interest and tax
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% Preventive Treatment .

* - Adizes, L. (1989), "Corporate Life cycles: How and Why Corporations Grow and Die and What to Do
about it", Prentice Hall, Englewood Cliffs, NJ.PP:15-27
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! Organizational Hierarchy
2 Clrculatmg Capital

* _Value Chain Management (VCM)

-Mueller D. C,, (1972), "A Life Cycle Theory of Firm", Joumal of Industrial Economic, PP:199-208
5-Board of F ounders (BOFs)

5. Optimistic of Economic Planning
’- Cash Budgets
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3. Risk Seeking
‘. Low Liquidity Position (LLP)
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i- Solvency Position

“- Sale Revenues Orientation

’- Profit Margin Targeting
“. Risk Aversing
5~ High Liquidity Position (HLP)
S- Inertia
7~ Profit Margin orientation
5. Regulations Perform Targeting
? -Ibid
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I. Revenue- recognition principle

% Lack forward — looking information
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* . High Tech
>- Lev, B., Zarowin, P. (1999) "The Boundaries of Financial Reporting and How to Extend Them ",

Journal of Accounting Research 37: PP 353-359.
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L. Current value accounting or Inflation accounting

.. Amir, E., Lev, B. (1996) "Value Relevance of Non-financial Information: The Wireless
Communications Industry ", Journal of Accounting and Economics 22: PP 3-6.

*- Analyst earnings forecasts

‘- Accrual Earnings accounting

5~ Convergence and Divergence

. Ohlson (1995) Valuation Models

"~ Accounting-based fundamental — to — price ratios

8 Insider trading
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