
Midterm Exam Question



Exercise done in Oct 2011
Total cash flow for five years = Rs 4,896 cr.
Average = Rs 979 cr.
Interest expense = 979cr/3 = Rs 326cr.
Debt business can easily support = Rs 326 cr./0.10 = Rs 3,260 cr. (ANSWER 1)
Minimum value of business = Rs 3,260*1.75=Rs 5,705 cr.
Minimum intrinsic value of the company = 5,705+2,000 cr= Rs 7,705 cr
Minimum intrinsic value of equity = Rs 7,705cr/13cr shares = Rs 592 per share
Did it fall to this level?


