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Synergies in Accounting and Valuation

Businesses can create value through organic profitable growth, or through acquisi-
tions. When it comes to M&A, the secret to success is synergies. A successful deal has
high synergistic gains and pays little for them. All communications and disclosures
about synergies are unregulated, voluntary, and unstructured. Post-deal, synergies
are used to qualitatively justify the recognition of goodwill. To improve the under-
standing of goodwill, the IASB started an initiative to make synergy disclosures in
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e e O business combinations mandatory. This article analyses when synergy disclosures
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Schwyz, Switzerland, and are made today, what they contain, their value relevance, and what needs to be done
Co-Founder of the MARKABLES so that they can be integrated into purchase accounting and subsequent amortiza-
database for the valuation of tion and impairment.

intangible assets.

Dealing With Historical Capital
Structure Volatility in Valuation:
How to Directly Estimate Unlevered Betas

Deriving unlevered betas is a standard exercise for valua-
tion professionals when using the Capital Asset Pricing

Model (CAPM). In this article we show that the traditio- Professor Dr. Matthias Professor Dr. Kenneth Lee, CFA
nal indirect approach (first deriving levered betas, then LI, Professor in the Accounting and
recalculating them using beta unlevering formulas) can Leeituiairgc i niemeione Finance research group of Lough-

. . School of Management (ISM), borough Business school and the
lead to severely wrong results if capital structures are A o S S e
non-stable overtime. A better approach is the direct esti- of VALUESQUE. programmes.

mation of unlevered betas (first translating each equity
return data point into an asset return data point, then running the regression with these “unlevered” returns). This
approach allows to take financial risk properly into account when debt-to-equity ratios are volatile.

Call for Papers: European Business Valuation Magazine

The European Business Valuation Magazine (EBVM) is dedicated to advancing the knowledge and understanding of

business valuation practices in Europe. Our mission is to provide a platform for sharing cutting-edge research, innova-

tive techniques, and practical experiences in the field of business valuation.

We invite submissions of practical and scientific articles on business valuation topics, with a particular emphasis

on country-specific perspectives. We encourage researchers, practitioners, and industry experts to contribute your

expertise to our upcoming issues including but not limited to:

« Valuation Methodologies: Share your insights on established and emerging valuation methods.

« Country-Specific Insights: Provide valuable perspectives on the unique challenges and opportunities in business
valuation within your country or region.

+ Industry Trends: Discuss the latest trends and developments shaping the valuation landscape.

« Case Studies: Share practical case studies that illustrate successful valuation strategies and solutions.

« Emerging Issues: Contribute research and analysis on emerging issues such as ESG integration, post-COVID valua-
tion challenges, and more. ..

Why Contribute: By contributing to EBVM, you‘ll have the opportunity to share your expertise with a global audience

of professionals and academics; gain recognition in the field of business valuation; contribute to the advancement of

best practices and knowledge in the industry.

We look forward to receiving your submissions and partnering with you in promoting excellence in business valuation.

Please email your submissions, inquiries, or proposals to EBVM@eacva.de
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From the Editors

From Science to Craft: Dealing with Uncertainty
in a Changing Wonrld (of Business Valuation)

For many years, the methodology for valuing companies has been standardised (without men-
tioning the normative framework): Perform an economic diagnosis, external (environment,
market), then internal (strategy, business model), followed by an operational and financial
diagnosis. Use this information to challenge the business plan and determine the valuation
aggregates, and finally apply valuation methods according to a multi-criteria approach depen-
ding on the context of this valuation (transactional, regulatory, litigation, etc.). As part of the
analogue approach, the valuer will constantly identify the most relevant comparables: market/
growth/ etc, based on its economic analysis. As part of an intrinsic approach (DCF, DDM), the
appraiser will determine the actuarial parameters taking into account the conclusions of his
economic analysis (in particular credit spread, long-term growth rate).
In the 1990s, these business valuation concepts were completed: the concept of value creation
highlighted intangible capital. Valuers then became interested in taking this intangible capital
into account, as well as the valuation of isolated assets (patents, trademarks, human capital,
etc.). However, the valuation techniques used remain the same. Considering a relatively stab-
le economic environment, financial research has thus been able to delve into certain topics:
determining the cost of equity for each of its components (risk-free rate, beta, market risk pre-
mium, country risk premium, cost of debt), taking into account discounts for size and illiquidi-
ty, implementing optional valuation models, the impact of the implementation of accounting
standards such as IFRS 16 on leases, etc.

But business valuation is neither a science nor an art, it is a craft, as Professor Aswath Damoda-

ran so well reminded us. And the last few years have amply proven this:

« The economy has been marked by soaring inflation. How to deal with it in business plans
and therefore future cash flows? Can we still talk about normative results in analogue mo-
dels? What is the impact on the WACC? French valuation associations have regularly spoken
on the subject.
The cost of credit is experiencing an unprecedented rise in interest: what is the impact on
the valuation methods used?
The valuator, previously being a financial professional, must now be an extra-financial pro-
fessional. And the whole approach so far conducted must be adapted: how to value the ESG
strategy? How to measure OPEX/ CAPEX ESG? Will ESG ratings be harmonised like credit
ratings? How to measure the comparability of peers’ ESG policies? How to factor ESG in the
WACC, in the long-term growth rate, in the cost of debt? In France, valuators as well as finan-
cial directors, auditors, and chartered accountants are mobilising around these reflections.
In France, the European Restructuring and Insolvency Directive 2019/1023 of 20 June 2019
was transposed on 15 September 2021. Valuers are now increasingly solicited by the various
classes of affected parties, and must therefore know how to
deal with the uncertainty related to the restructuring context.
And lawyers and judicial administrators now have to familiari-
se themselves with valuation issues.

It is easy to see that there is still a lot of research to be done in

the field of valuation. Our magazine will echo this.

Maud Bodin Veraldi, CCEF
Groupe Aplitec, France
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Christof Binder, PhD, MBA

Managing Partner of Trademark Comparables AG, Schwyz,
Switzerland, and Co-Founder of the MARKABLES database for the
valuation of intangible assets.

Christof Binder has extensive experience as a financial advisor for
IP-based transactions and IP monetization. Prior to intangible as-
set advisory, he was principal at one of the leading global strategy
and management consultancies.

Binder performed numerous valuation engagements for intangible
assets, and he was involved in the initiation and management of
over 500 license partnerships. He acted as financial expert in IP
infringement and transfer pricing litigation issues to courts and ar-
bitration panels across Europe. He is a regular author and speaker
on valuation, royalty rate and licensing issues.

Contact: ebvm@eacva.de

Synergies in Accounting and
Valuation

Businesses can create value through organic profitable growth, or through
acquisitions. When it comes to M&A, the secret to success is synergies. A
successful deal has high synergistic gains and pays little for them. All com-
munications and disclosures about synergies are unregulated, voluntary,
and unstructured. Post-deal, synergies are used to qualitatively justify the
recognition of goodwill. To improve the understanding of goodwill, the IASB
started an initiative to make synergy disclosures in business combinations
mandatory. This article analyzes when synergy disclosures are made today,
what they contain, their value relevance, and what needs to be done so that
they can be integrated into purchase accounting and subsequent amortiza-
tion and impairment.
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I. Introduction

Businesses can create value through organic profitable
growth, or through acquisitions. When it comes to M&A,
the secret to success is synergies. A successful deal has
high synergistic gains and pays little for them.

The IASB has started an initiative to improve the informa-
tion provided to investors about an acquisition and its
subsequent performance. Much of this initiative relates
to goodwill, and one of its major elements is how syner-
gies can help to justify and explain goodwill. To achieve
this, IASB thinks about making synergy disclosures man-
datory for business combinations.

Synergies from M&A have been the focus of dealmakers,
transaction advisory, value delivery, investors, and strate-
gic management. What we know about synergies stems
from voluntary, unregulated, and unstructured disclo-
sures.

If IASB’s current initiative for improving synergy disclo-
sures is accepted and implemented, synergies will get
much higher attention. But this involves more than just
increasing the frequency of disclosures from voluntary to
mandatory. This involves all aspects from how synergies
are reliably quantified pre-deal, how they are announced
and disclosed, how they relate to assets and values re-
sulting from the underlying acquisition, and how they are
measured and reported over time.

This article will take a closer look at the data found in such
voluntary synergy disclosures and how they relate to pric-
es, premiums, and values. To better understand the con-
tent of this data, we also examine why, and under which
circumstances, it is disclosed, and what readers expect
from it. We find that synergy data as disclosed in the past is
widespread and does not follow a usual pattern. In particu-
lar, synergy data provides little information to better under-
stand the unliked category of goodwill. Based on this, we
develop requirements how pre-deal synergies can be relat-
ed to and integrated into post-deal purchase accounting.

Il. What are Synergies?

1. Definition of Synergies

The origin of the term synergy is Greek. Synergos means
coworker or working together, synergia means working
together.

In management and finance, synergy is the concept that
the combined value and performance of two companies
will be greater than the sum of their separate individu-
al parts.! The term synergy is most commonly used in,
but not limited to, the context of mergers and acquisi-

1 Investopedia, Synergies: Concepts in Finance and Examples, 31.03.2022,
» Link (last access 07.08.2023).
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tions (M&A).? Synergy, or the potential financial benefit
achieved through the combination of companies, is often
a driving force behind a merger. If there were no benefits
from the combination, both entities could continue to
operate stand-alone. In practice, there are three different
types of synergies:

Revenue synergies are based on the concept of two
companies increasing total revenues after their combina-
tion compared to the sum of their revenues when operat-
ing separately. Cost synergies occur when the combined
entities produce the same total revenues or output as if
they were stand-alone, but at a lower cost. Financial syn-
ergies areimprovements in financial activities and condi-
tions for a company as a result of the combination. Cost
synergies are commonly classified into how they occur
(i.e., economies of scale or increased volume; economies
of scope or eliminating duplicate efforts; complementary
resources or improving best practice; combined resourc-
esorincreased buying power), and where they occur (i.e.,
manufacturing cost synergies; sourcing synergies; R&D
synergies; and SG&A synergies).

Synergies are a driving force behind M&A. When a trans-
action has synergy, it means that the value of the com-
bined entity will be greater than the value of the individ-
ual parts. The ultimate motive of any transaction is to
generate value; synergies offer a short-cut to achieving
that value.

Synergies offer an excellent means through which the
benefits of the deal can be communicated to sharehold-
ers and investors. When justifying M&A transactions in
their public announcements, acquirers typically point
to the synergies that the deal will bring. However, such
synergy announcements exhibit a wide range regarding
the level of detail offered to the public. They start with
a vague mention of the term “synergy”, and end with a
detailed quantification and phasing of synergies and the
cost to achieve them, including theirimpact on EBIT mul-
tiples and EPS.

2. Synergies and Goodwill in Accounting

Synergies represent potential, or expectations. As such,
they do not exist in accounting or on balance sheets.
However, such potential is part of the acquisition and in-
variably part of the purchase price paid.

In accounting, business combinations are governed by
theinternational standard IFRS 3, or by ASC 805 under US
GAAP. Accordingly, the difference between purchase con-
sideration and the net of the identifiable assets acquired
and liabilities assumed, is recognized as goodwill.

2 Alternatively, synergy is used in the context of joint activities, i.e. joint ventu-
res, joint development projects, etc.
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Goodwill is a rather disliked category in accounting.
Nobody really knows what it is or what it contains. Its
useful life is indefinite. It is not regularly amortized.
Some see it as an asset, some as potential for future
benefits, and some as future but not yet existing as-
sets. In fact, it is a complex compound of different
items.

According to IFRS 3, the acquirer shall disclose informa-
tion that enables users of its financial statements to eval-
uate the nature and financial effect of a business combi-
nation. In particular, the recognition of goodwill requires
a qualitative description of the factors that make up the
goodwill recognized, such as expected synergies from
combining the operations of acquiree and acquirer, in-
tangible assets that do not qualify for separate recogni-
tion, or other factors.

As a result, goodwill recognized in business com-
binations is most often explained qualitatively with
something like “Goodwill is primarily attributed to the
assembled workforce and anticipated operational syn-
ergies.” While such a vague statement is in accordance
with the guidance provided in IFRS 3, this information
does not contribute much to enabling users to eval-
uate the nature and financial effects of the business
combination.

Goodwill is an important but little understood and
disliked item on the balance sheet. On average, good-
will accounts for one-half of the value of the acquired
business. The qualitative explanations provided with
its first-time recognition under IFRS 3 provide little to
improve the understanding of goodwill. Like account-
ants, analysts and investors don’t appreciate the high
amounts of largely unexplained goodwill reported from
business combinations. This is perceived as an indica-
tion of a high-risk business model and a potential over-
payment.

In 2015, IASB started a project titled “Business Com-
binations—Disclosures, Goodwill and Impairment”
with the objective to exploring whether companies
can, at a reasonable cost, provide investors with
more useful information about the acquisitions those
companies make. One of the topics considered in this
project is improving the information provided to in-
vestors about an acquisition and its subsequent per-
formance.

The current working status of this project® is that IASB
should

3 IFRS Accounting, Staff Paper, Business Combinations—Disclosures, Good-
will and Impairment, Topic Expected synergies, January 2023, » Link (last
access 10.08.2023).

« require entities to disclose quantitative information
about expected synergies disaggregated by nature, for
example, total revenue synergies, total cost synergies,
and totals for other types of synergies;

« require entities to disclose when the benefits expected
from the synergies are expected to start and how long
they will last (which would require an entity to identify
whether those synergies are expected to be finite or
indefinite);

« exempt companies from disclosing some of the infor-
mation required in specific circumstances.

Ifimplemented, this initiative goes far beyond the current
practice of qualitative disclosure of synergies included in
goodwill. It would involve many new aspects at the inter-
face between dealmaking and accounting and valuation.
And it would involve pre-deal purchase price allocations
where synergies and goodwill are reconciled early on.

lll. Two different perspectives on synergies

1. Acquirer’s view

Usually, the acquirer pays a premium on top of the stand-
alone value of his business, which is described as the
takeover premium paid for the potential to realize syner-
gies. Therefore, he must have a clear picture of the syn-
ergies that can be expected from the deal before he sub-
mits his first bid price. There is both time pressure during
the pre-deal due diligence phase and limited access to
information.

Quantifying expected synergies from a merger is a dif-
ficult but important exercise. The first step is to system-
atically break down potential synergies into different
categories and subcategories. Basically, there are three
major synergy categories:

+ Revenue synergies result from incremental increases
in revenues compared with standalone companies.
Subcategories include cross-selling, pricing, additio-
nal distribution, innovation, brand recognition, and
others. Revenue synergies are generally regarded as
difficult to quantify and hard and/or long to achieve.
They involve the purchasing behavior of customers,
which is difficult to predict and control. Revenue syn-
ergies do not include growth that the acquired busi-
ness would achieve without the merger.

+ Cost synergies are commonly classified into how they
occur (i.e., economies of scale or increased volume;
economies of scope or eliminating duplicate efforts;
complementary resources or improving best practice;
combined resources or increased buying power), and
where they occur (i.e., manufacturing costs synergies;
sourcing synergies; R&D synergies; and SG&A syner-
gies). Cost synergies can be estimated with a good de-
gree of accuracy, and they are easy to achieve.

The European Business Valuation Magazine 3/2023
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+ Balance sheet synergies are primarily one-off effects
from capex and working capital reductions. They in-
clude, i.e., inventory reductions, financing terms, bet-
ter capital allocation, elimination of duplicate capex,
and tax optimization. Balance sheet synergies are of-
ten minor and take long to achieve.

For each subcategory, the buyer analyzes actual costs
and KPIs. The objective is to achieve improved KPIs
through the combination and integration. Based on ac-
tual and target KPIs, synergies will be estimated. This es-
timation is based on limited information, typically P&L,
cash flow, balance sheet, and headcount information on
the target revealed in data room due diligence or from
publicly reported information in listed deals. Any serious
synergy projection must include a time schedule for how
they can be achieved over time and an estimation of the
additional cost to achieve them.

The exercise to quantify synergies might look like a
precise calculation, like in a fair value determination.
In fact, itis a bandwidth estimation with different sce-
narios, risks, and aspiration levels. The more experi-
ence the buyer and his transaction advisors have in
dealing with M&A and synergies, the more accurate
the synergy estimation. Often, the bandwidth is fully
intended. Its different scenarios may be used tactical-
ly in the acquisition and post merger integration pro-
cesses.

« There is a distinction between what is published -
which corresponds to an amount that can be safely
achieved - and a more ambitious internal target.
The buffer between the two scenarios is between
30% and 50% on average*; if the published amount
is 100, the internal target would be 150. In M&A
practice, these buffers can differ widely.

+ Synergies are an important, if not the most im-
portant, element of the purchase price negotiation
and price arbitration procedures. Although it is the
buyer’s responsibility to exploit and achieve syner-
gies, it is not his sole profit. The value of synergies
is shared between the buyer and sellers (through
the takeover premium), and therefore the synergy
amount is a tactical amount for the buyer.

« Even more, if the purchase price is paid in buyer’s
stock, the future value of this stock will also depend
on expected synergies and how successfully they
will be realized. The same applies if the buyer gets
less than 100% of the target’s shares; synergies will
affect the future value of the non-acquired shares.
In these cases, synergy projections are like another

4 McKinsey & Co., A Winning Formula for Deal Synergies, 2020, » Link (last ac-
cess 12.08.2023); Boston Consulting Group, The Real Deal and M&A, Syner-
gies, and Value, 2016, » Link (last access 13.08.2023).
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currency and are used tactically in negotiations or
bidding.

+ As for the published synergy amount, there is a fine
line between announcing an amount that looks im-
portant and ambitious to the public, and not mis-
sing this announced amount during the years after
the deal. Investors would punish either of the two.

The second most important aspect of synergy quantifi-
cation is how synergies are split between the buyer and
sellers. A takeover premium refers to an amount that a
buyer is willing to pay more than the fair market value of
shares to gain a controlling ownership interest in a pub-
licly traded company. On average, the takeover premium
is between 30% and 35% on top of the last unaffected
market price.

Synergies must cover the takeover premium that goes to
sellers, and, ideally, another extra amount which is the
gain of the buyer. In public deals, the split of (disclosed)
synergies between the buyer and sellers can be observed
through the price premium paid above the last observed
market price, against the net present value of expected
synergies.

In a paper published in 2013, Boston Consulting Group
calculated that this split was 69% for the buyer and 31%
for the sellers, with sector specific differences. According
to BCG, the higher share for the buyer is justified by buy-
er’s sole risk to achieve the announced synergies. Over
time, the split has moved towards 50:50 in more recent
years, reflecting changes in the general stock market and
M&A environment.® A MARKABLES analysis of data from
605 public takeovers between 2010 and 2022 basically
confirms this. Accordingly, the buyer gets between 56%
and 58% of synergies, depending on the calculation
method.

Available data on synergy split suggests that the buyer’s
share has been decreasing over time. As takeover pre-
miums, although fluctuating, show no clear long-term
trend, the reason must be that buyers became more pru-
dent (or realistic) with their synergy announcements. In-
creased prudence about synergy expectations might be
the result of widespread skepticism among investors and
the financial press towards the value creation and suc-
cess rate of M&A deals.®

5 Boston Consulting Group, Divide and Conquer - How Successful M&A De-
als Split the Synergies, 2013. 365 transactions > $300 million from 2000-
2011, » Link (last access 12.08.2023); Boston Consulting Group, The 2018
M&A Report - Synergies Take Center stage, 2018. Transactions from 2008-
2017, » Link (last access 12.08.2023).

6 Despite challenges how to measure merger success, the reported failure
rates range from 61% to 90%. Aoris Investment Management, Beware the
acquirer’s curse, 2021, » Link (last access 13.08.2021); Christensen/Alton/
Rising/Waldeck, The Big Idea: The New M&A Playbook, Harvard Business
Review, March 2011: 3-11.
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The empirical distribution of synergy splits reveals some
important findings (see figure 1).

Figure 1: Synergy splitin M&A

Synergy split in M&A
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buyer‘s split

mean 44:56
median 42:58

605 M&A deals, 2010-2022

m sellers' share = takeover premium
 buyer's share =remaining synergies

Source: MARKABLES 2023

« Atypical synergy splitorsplitrange,i.e., between 60/40
and 40/60, is not verifiable.

« Many deals involve synergy splits in extreme favor of
one party that are difficult to explain in theory.

« In 29% of the cases, the takeover premium is even
higher than total synergies, meaning that expected
synergies go 100% to sellers, and additional parts of
the takeover premium must be paid from somewhere
else”

The buyer’s share of the synergy split is an important
indicator for merger success. However, it is important to
realize that the split as measured above is only a tacti-
cal pre-deal split based on announced synergy expecta-
tions. As this split does not include additional synergies
the buyerhasin mind that he does not make public (the
“buffer”, see above), nor what percentage of expected
synergies are effectively realized,® there is substantial
upside and downside potential to arrive at an effective

synergy split.

It bears repeating that quantifying and disclosing syner-
gies pre-deal involves uncertainty, risk, and tactics.

2. Investors’ view

Pre-deal synergies express a target, which is communi-
cated to investors, shareholders, and analysts. They can-
not reliably know if this target is realistic and achievable.

7 Obviously, such deals were not made for synergies. They require different
arguments in their internal justification and in their communication to the
public.

8 A McKinsey survey found that 36% of acquirers overachieved their cost syn-
ergy goals, but 40% largely missed them. For revenue synergy, the success
rate was substantially lower. Kristoffersen/McNish/Sias, Where mergers go
wrong, The McKinsey Quarterly No. 2 (2004): 93-99.

They can only believe it or not. Therefore, readers expect
comprehensive, high-quality information on synergies.

Today, voluntary synergy disclosures are made primarily
to assure readers that an announced deal is going to be
a good investment that creates value. It is about creating
trust and credibility. If perceived positively, the disclosure
will increase trust in the outcome of the transaction, and
eventually result in a positive stock market reaction for
acquirer’s stock. The key question here is whether there
are clear benefits from such disclosure and how different
forms and content of synergy disclosure contribute to
such benefits.

There is ample academic and business research covering
the stock market reaction of synergy announcements.’
Success is usually measured as the cumulative abnormal
return (CAR) of acquirer’s stock in a short period before
and after the announcement of an M&A transaction, for
both announcements with and without synergy disclo-
sures. The theory suggests that synergy disclosures result
in superior returns, compared to non-disclosures. The
empiric results are, however, ambivalent. Among seven
studies, five (two) report higher (lower) CARs for deals
including synergy announcements. There seems to be a
small benefit to synergy disclosure compared to non-dis-
closure, but this benefit is not significant. On average, it
does not make a difference to investors if synergy pro-
jections are disclosed or not. Although most investors
appreciate synergy disclosures, such disclosures can also
have negative impacts.

In contrast, it makes a considerable difference how syn-
ergies are disclosed. Investors react positively if the dis-
closed synergies are high, explained in detail, and in a
positive, confident tone. Some of the research findings
include:

« Ahigh emphasis on synergies (i.e., how often the term
synergy is used) in the announcements makes rea-
ders more confident in the credibility of synergy ex-
pectations and deal quality, resulting in a higher CAR.

+ More information is better. Acquirers should disagg-
regate the cost, capital, and revenue synergies, and
provide a clear rationale and vision for each. They

9 Dutordoir/Roosenboom/Vasconcelos, Synergy disclosures in mergers
and acquisitions, International Review of Financial Analysis 31 (2014):
88-100; Boston Consulting Group, Synergies Take Center Stage, 2018,
» Link (last access 13.08.2023); Ismail/Khalil/Safieddine/Titman, Smart
Investments by Smart Money: Evidence from Acquirers’ Projected Sy-
nergies, Journal of Corporate Finance, vol. 56, June 2019: 343-363; Kri-
stoffersen/Saellmann, The Role of Projected Synergies in M&A, 2019,
»Link (last access 13.08.2023); McKinsey & Co., Making M&A deal synergies
count, 2017, » Link (last access 13.08.2022); Pely/Schoch, Merger Rheto-
ric and the Credibility of Managerial Synergy Forecasts, 2020, » Link (last
access 13.08.2020); Andresen/Gulbrandsen, Market Reaction to Synergy
Disclosure in M&A, 2022, » Link (last access 13.08.2023).
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should communicate a timeline for when they expect
the synergies to be fully recognized and what one-
time investments and costs are required to capture
the synergies.

« A comprehensive explanation of synergy amounts
reduces analysts’ questions and positively impacts
CAR.

A positive tone in the synergy announcements (i.e.,
the use of positive and optimistic wording, as oppo-
sed to negative or cautious wording) has a significant
impact on readers’ confidence and CAR,

+ The initial market reaction is stronger when the net
present value of synergies is higher than the takeo-
ver premium paid. A positive difference is expected to
create value for acquirers.t®

+ The higher the relative size of synergies (i.e., relative
to acquirer’s value), the more positive their announ-
cement effects on acquirer’s stock. Unsubstantial sy-
nergies are hardly worth mentioning.

« Providing regular update reports on synergy targets,
progress toward their realization, and actions taken
to foster progress definitively helps to keep the early
wins of disclosures (provided that synergy targets are
achieved).

These findings suggest two different things: 1) Investors
have more confidence in synergy disclosures that are
well-explained and ambitious. Both aspects together cre-
ate credibility. In contrast, investors seem to mistrust low
synergy projections with brief explanations. 2) Given that
the effect stays positive in the long-run, management
with ambition and clear communication seemsto be per-
ceived as superior in delivering deal value from making
good deals, from achieving synergy goals, or both. Poor
communication, on the other hand, may be perceived as
insecurity, hesitancy, and lack of focus.

IV. The valuation of synergies

Like any other valuation, the valuation of synergies uses
a DCF approach to arrive at the net present value of the
gains and costs of the synergy-related cash-flow projec-
tions. It requires a set of information and assumptions.

Synergies are usually quantified in the form of an annual
amount of cost savings or additional EBIT resulting from
additional sales. Such annual benefits are pre-tax and
go into annual EBIT. The annual amount of synergy EBIT
has a startup curve, meaning that it will be achieved with
some delay after the acquisition date, and a growth path
to get there. Moreover, there might be additional costs to
realize the synergies, which also have an amount and a
timing.

10 All cases to the left of the vertical dotted line in figure 1 above didn’t generate
enough synergies to cover the takeover premium. Announcing synergies in
these cases was eventually not a very good idea.

10

One major unknown in the valuation of synergies is their
longevity. This phenomenon has notyet been addressed,
let alone researched. It compares to the question if the
gains from an internal cost-cutting program are perpet-
ual, or if synergies will be caught up by competition. If
competitors of the combining entities achieve similar
efficiency effects from future growth, or if the combining
entities would have achieved efficiency gains without the
combination on a stand-alone basis, synergies must be
considered finite-lived with a decreasing effect in the out-
eryears.

Finally, the valuation requires a discount rate, which will
be derived from the acquirer’s WACC. Whether there is an
additional risk premium to the WACC depends on the risk
associated with the realization of projected synergies.
Eventually, there will be different risk premiums for dif-
ferent synergy and realization scenarios. The applicable
tax rate is the statutory corporate tax rate of the acquirer,
target, or both, depending on the entity where the syner-
gies will take effect.

Based on this information, the after-tax cash flows from
synergies are discounted to their net present value.

Generally speaking, there are a few valuation methods
available. We distinguish between outside-in methods
available for the reader of financial information (i.e., eg-
uity analysts and investors) and inside-in methods for
the acquirer (i.e., transaction advisors, accountants, in-
dependent valuers). Outside-in methods include the fol-
lowing:

1. Differential enterprise value

The value of synergies is the value of the two entities
combined minus the sum of the values of both entities
stand-alone. Prof. Damodaran initially propagated this
approach. It is helpful if no synergies are disclosed by
the acquirer. If the target is a private company, however,
it is difficult to perform an outside-in valuation prior to
the merger. If both entities are public, the resulting dif-
ference represents the outside view of the capital mar-
kets immediately before and after the announcements,
which is reflected in share price developments. The re-
sult is most sensitive to the dates chosen to measure
the market capitalization of the two entities.

2. EBITDA multiple

Forthis approach, three majordatapoints are required
as inputs: enterprise value and EBITDA of the target
firm, and projected annual synergies. Based on the
pre-deal EV/EBITDA multiple, an adjusted enterprise
value, including synergies, can be calculated. Below is
a sample case for the acquisition of Chemtura by
Lanxess in 2017. All input data was disclosed in the
deal announcements. In this particular case, annual
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synergies of € 100 million would result in a total value
of €980 million.

Synergies in acquisition of Chemtura by Lanxess, 2017

Pre-deal Synergies Pre-deal including synergies

Enterprise value:
€2.400 mn
EBITDA:

€245 mn

EV/EBITDA:
9.8x

€100 mn p.a.

EBITDA: €345 mn
EV/EBITDA: 7.0x

Adj EV based on 9.8x:
€3.380 mn

Synergy value:
€3.380-€2.400 =€980 mn
Synergy multiple:

€980 mn /€100 mn =9.8x

This simple approach is based on major assumptions:

« Synergies have the same risk profile and cost of capital
as the underlying businesses.

« Thepre-deal EV/EBITDA s fully applicable to synergies,
even if parts of them are realized at the buyer’s firm.

« The delay and additional costs of synergy realization
are negligible.

« Synergies persist into perpetuity; there is no effect of
obsolescence.

3. DCF method

This approach involves an accurate projection of the cash
flows resulting from synergies over time and their dis-
counting to a net present value. In particular, it requires:

« Amount and timing of expenses required to fully reali-
ze the run-rate synergies.

+ This amount is sometimes reported with the synergy
disclosure. If not, a typical amount is from 0.5x to 1x
annual run rate synergies, expensed in year one after
the acquisition.

« Timing of synergies realized over time.

« The phasing of synergy realization over time is so-
metimes reported with the synergy disclosure. If not,
a typical pattern would be 1/3 in year one, 2/3 in year
two, and 100% of full run-rate synergies in year three
after the acquisition.

« Assumption regarding the long-term growth of annual
synergies (i.e., following inflation), and assumption re-
garding the longevity and useful life of synergies (inde-
finite vs. finite).

+ There is no consensus on whether synergies have an
indefinite life with a perpetual growth rate equal to in-
flation, or a perpetual life with no growth, or if their ef-
fects are declining over time as a result of competitive
reactions.

+ Assumption regarding the cost of capital to discount
synergies in future years
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« Usually, synergies are discounted at the weighted aver-
age cost of capital of the acquirer, plus an additional
risk premium due to the uncertainty of synergistic cash
flows. Ideally, the discount rate applied to synergies is
reconciled with the discount rates of the other assets
of the business and the overall WACC under the WARA
to WACC concept.

Inside-in valuation methods are applied by the acquirer
or his advisors. Although much more accurate informa-
tion is available, expected synergies are not just an exact
annual amount. The valuer has to consider buffers above
the amount that is given to the public, the synergy split
between the buyer and sellers, average realization lev-
els, hard-to-achieve synergies not disclosed (like revenue
synergies), negotiation tactics, and more. As a result, the
acquirer deals with different synergy scenarios or even
a complex synergy playing field. The disclosed synergy
amount is just one concrete result of this playing field,
which serves practical or tactical motives. Applicable val-
uation approaches include:

« Scenario-based valuation
+ Option pricing valuation or
« Monte-Carlo simulation

For further details on these methods, reference is made
to the paper “Valuation of Contingent Consideration” of
The Appraisal Foundation®.

V. Synergy disclosures in M&A announcements

1. Disclosure frequency

Investors want information about synergies. Moreover,
synergy disclosures are value relevant provided that
their informational content is of high quality. IASB is
investigating whether synergy disclosures should be
made mandatory. As a result, we would expect that syn-
ergies are disclosed frequently in the context of M&A an-
nouncements.

The frequency of synergy disclosures - the percentage of
M&A announcements that include a quantified synergy
projection - has been measured in numerous publica-
tions. The findings, however, vary widely, with disclosure
rates ranging from 50% to 8%. Findings depend on the
research objective and on the sampling.

Irrespective of the inconsistencies, several findings on
synergy disclosure frequency can be generalized:

+ Synergy disclosures are very size-sensitive. This holds
true for absolute target size, relative target size (mate-
riality), and acquirer size.

11 The Appraisal Foundation, Valuation of Contingent Consideration, 2019,
» Link (last access 14.08.2023).
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Table 1: Synergy disclosure rates in different data samples

" . . . Synergy
Authors Sampling Sample Size Period Data Source Disclosure Rate
Boston Consulting Group Largest 100 US public-to- 1,000 2008-2017 50%
public deals each year

Pely/Schoch US public-to-public 1,917 2002-2018 SDC 42%

Andresen/Gulbrandsen US public-to-public 501 2012-2021 SDC 38%

Kristoffersen/ Saellmann US target companies 775 2009-2018 SDC, Eventus 27%

McKinsey 1,640 2010-2016 20%
2,500 2017-2019 18%

Ismail/Khalil/Safieddine/ US public-to-public 3,108 1990-2013 SDC, Thomson 19.3%

Titman

Dutordoir/Roosenboom/ US public-to-public 1,990 1995-2008 SDC 17.3%

Vasconcelos

Fiorentino/Garzella Italian public-to-public 58 2002-2010 CONSOB 15.5%

Andriolo US target companies >5mn 290 2013 Bloomberg 13.8%

MARKABLES Global target companies 16,642 2002-2022 MARKABLES 7.8%

Boston Consulting Group, op. cit. (footnote 9). Pely/Schoch, op. cit. (footnote 9). Andresen/Gulbrandsen, op. cit. (footnote 9). Kristoffersen/Gulbrandsen, op.
cit. (footnote 9). McKinsey & Co. 2017, op. cit. (footnote 9), McKinsey & Co., op. cit. (footnote 4). Ismail/Khalil/Safieddine/Titman, op. cit. (footnote 9). Dutordoir/
Roosenboom/ Vasconcelos, op. cit. (footnote 9). Fiorentino/Garzella, The disclosure of synergy value in mergers and acquisitions, 2012, » Link (last access
13.08.2023). Andriolo, Synergies disclosure in M&A deals, 2014, » Link (last access 13.08.2023).

+ Dealswith listed targets have a much higher disclosure
rate of 50%, vs. 5% for deals with non-listed targets.

« Synergy disclosures are positively correlated with
payments involving acquirer’s stock (in contrast to
cash-only payments).

« Synergy disclosures are more frequent in national de-
als as opposed to cross-border deals.

« Synergy disclosures are more frequent with lower ta-
keover premiumes.

Synergy disclosures typically relate to cost synergies but
rarely to other types of synergies. As revenue synergies
are difficult to quantify and take time to realize, buyers
often prefer to keep them private. Only between 5% and
8% of all synergy disclosures include an amount for rev-
enue synergies. If disclosed, they contribute 39% to total
synergies, with the remainder being cost synergies. Fi-
nancial synergies are reported in only 1% of the synergy
disclosures. Both revenue and financial synergies are not
disclosed as stand-alone synergies.*

Disclosures of information on the timing and cost of
synergy realization are not provided consistently. Some
disclosures provide the year after the acquisition when
the full run-rate synergies are expected to be realized.
Less disclosures provide information about the cost to
achieve the synergies, and even fewer disclosures pro-
vide information about the schedule of synergy realiza-
tion over time from its beginning to full realization. Dis-

12 Dutordoir/Roosenboom/Vasconcelos, op. cit. (footnote 9); Pely/Schoch, op.
cit. (footnote 9); Boston Consulting Group, 2013, op. cit. (footnote 5).
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closure frequency of timing and cost information is not
known; we estimate that 50% of synergy disclosures in-
clude the year of full realization, 25% cost, and 15% the
schedule over time.

Regarding the wide differences in disclosure rates,
there is a good case to assume that the 8% disclo-
sure rate found in MARKABLES is the most unbiased
and most realistic finding. All other studies are sam-
pled from transaction databases, which source their
information from deal announcements in the public
domain. A very substantial part of these (smaller) deal
announcements states something like ,financial terms
of the transaction were not disclosed®. For lack of fi-
nancial terms, there is nothing to file on these deals in
transaction databases.

However, some of these deals make it onto the balance
sheet of the acquirer a few months later, under the 1AS
purchase accounting rules and including a wide set of
financial data. This is the data source for MARKABLES. In
other words, MARKABLES has more deals on file where
the acquirer does not want to make voluntary disclo-
sures around the acquisition date but makes mandatory
disclosures later. This helps to explain the difference be-
tween 14%-27% synergy disclosures for unlisted targets
found in transaction databases and 8% found in MARK-
ABLES.

Nothing is known about why the remaining 92% of ac-

quisitions don’t include a synergy announcement. Three
factors likely come into play:
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+ Deals can be non-synergistic. Sometimes a target may
simply be perceived as undervalued and therefore a
good deal.

« lIdentifying, quantifying, and implementing synergies
before and after an M&A deal is a complex, non-re-
curring management task that requires not only pro-
ject-based resources, but also experience on all three
levels. Inexperienced acquirers might not disclose sy-
nergy information to avoid mistakes.

+ Potential disclosure benefits are not obvious.

Given the low disclosure rates today, IASB’s initiative to
make synergy disclosures mandatory might encounter
some resistance and require well-scaled exemptions.

2. The Size of the synergy effect

When analyzing quantitative synergy disclosures, it is im-
portant not to compare apples and oranges. Therefore,
the content of the disclosures must be consistent. Basical-
ly, two types of synergies can be identified in disclosures:
cost synergies (or cost savings) and revenue synergies.

« The use of the term ,cost synergies® is consistent in
quantitative synergy disclosures. It relates to ,annual
run-rate cost savings before tax“, and this annual
amount adds to annual EBITDA. Additional informati-
on regarding the time lapsed until the cost savings are
achieved in full, and the amount of one-time expenses
needed to achieve the cost savings, is not disclosed
consistently. Sometimes, such information is fully di-
sclosed together with the cost savings, sometimes in
parts, and in most cases not.

+ In contrast, the use of the term ,revenue synergies”
is not consistent in disclosures. A quantified amount
of revenue synergies may relate to either ,additional
EBITDA resulting from additional revenues®, or simply
,additional revenues“ with an unknown EBITDA mar-
gin. In any case, disclosures of revenue synergies are
much less frequent than cost savings. Likely, there is
more uncertainty related to the quantification of re-
venue synergies.

For disclosure consistency, we will analyze annual run-
rate cost savings related to particular M&A deals, as dis-
closed in documents surrounding the public announce-
ment of a deal. To understand more about the size of
such cost savings, we relate them to other parameters of
the same deal as disclosed in purchase price allocations.
In total, the MARKABLES synergy data subset has syner-
gy data for 1,300 global deals from 2002 to 2022 on file.

First, we relate annual cost synergies to revenues and
EBITDA of the acquired® business. We provide the results

13 EBITDA data is available in 739 cases.
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Figure 2: Annual run-rate cost synergies
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Figure 3: Present value of cost synergies
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of an interquartile range analysis, that is, the results for the
25th, 50th (median) and 75th percentiles of the data (see
figure 3).

+ As a median result, cost synergies represent 6.7% of
annual revenues, ranging from 3.6% to 13.0%. These
percentages represent an additional EBITDA margin
resulting from the synergies.

« As a median result, EBITDA of the acquired business
increases by 38% (ranging from 23.6% to 60.5%) if the
cost savings from synergies are added.

In other words, a median 38% of purchase consider-
ation can be justified with expected cost synergies.
Therefore, cost synergies must be considered a major
driver of M&A success. Looking closer at the numbers,
the size of such contributions shows a very wide range.
Apparently, some deals provide only little synergy po-
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Figure 4: Present value of cost synergies by sectors
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tential (they are rather justified with expected growth),
while other deals show very substantial potential for
synergies exceeding pre-deal profit (i.e., restructuring
cases with low pre-deal profitability).

Second, we approximate the lifetime value of annu-
al cost savings (their net present value, NPV) as of the
date of the acquisition and relate it to other net present
value figures. Based on disclosed information, we esti-
mate that the average time lapsed until the cost savings
are achieved in full is 24 months from the acquisition
date and that one-time expenses required to achieve
full cost savings are between 0.5x and 1x full annual sav-
ings. We find that a multiple of 9x full run-rate cost syn-
ergies best approximates the total net present value of
future cost synergies minus expenses at the acquisition
date.*

With this multiple, we calculate the approximate value
of cost synergies for each acquisition and relate it to en-
terprise value. Enterprise value is the purchase consid-
eration paid for 100% of the shares of the acquired busi-
ness, minus cash acquired, plus interest-bearing debt
acquired, plus future (contingent) payments.*

We provide the results of an interquartile range analysis,
that is, the results for the 25th, 50th (median) and 75th
percentiles of the data (see figure 4).

14 Based on the following assumptions: full cost synergies achieved after 24
months; one-time expenses 1x annual synergies fully spent in year 1; 10%
discount rate; mid-year discounting.

15 For banks, EV is defined as purchase consideration for 100% of the
shares.
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As a median result, cost synergies represent 31.4% of the
enterprise value of the acquired business, ranging from
18.4% to 53.7%. This percentage can be considered an ad-
ditional future cash contribution or a future price discount
towards the refinancing of the purchase consideration for
the acquisition. The results correspond largely to the an-
nual cost synergies / annual EBITDA ratio found above.

To analyze sector-specific synergies, we classified the
1,300 acquired businesses in twelve different sectors:
materials, manufacturing, construction, distribution
(wholesale and retail), transportation, media and pub-
lishing, telecoms, internet and online businesses, soft-
ware, professional services, consumer services, and
financial services. For these twelve sectors, we show the
results of an interquartile range analysis of synergies as a
percentage of enterprise value (see figure 4).

The average median for all sectors is 31.4%. Transpor-
tation and internet are the two sectors with the highest
share of synergies. Consumer services, materials, and
media/publishing are at the low end of the ranking. Sec-
tor-specific synergy differences are substantial. There is
a factor of 2.5x between the sectors with the highest and
lowest synergies. This does not mean that one sector is
more attractive for making deals than another. The over-
all attractiveness is a matter of the specific combination,
and a combination of price, risk, growth, and - of course
- synergies.

VI. Synergies in purchase price allocation and
goodwill justification

In the sections above, we have seen how acquirers use
synergies during the deal process, and how investors use
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synergy disclosures in their ad-hoc assessment of acqui-
sitions and subsequent investment decisions. Finally, we
will take a look at how synergies can be used in account-
ing for goodwill.

Until today, quantifying synergies was fully detached
from accounting and its standards and regulations.
Quantifying and announcing synergies was part of inves-
tor communications and ad-hoc announcements. Sim-
ilarly, subsequent reporting on synergy realization was
part of investor communications, too. Eventually, the fi-
nancial reporting of the acquirer included some remarks
on synergies in the MD&A sections.

However, there is a section in the financial statements
that regularly refers to synergies: the section business
combinations or acquisitions, which contains the post-
deal accounting or the purchase price allocation. IFRS 3
gives expected synergies as one example of the factors
that make up goodwill and that might be mentioned by
companies. As a result, synergies are frequently men-
tioned qualitatively as one of the factors that justify the
accounting of goodwill from an acquisition. Other fac-
tors listed in IFRS 3 include the assembled workforce,
going concern value, and overpayment.

Investors request more relevant informational content
from financial statements. In order to improve the under-
standing of goodwill from an acquisition, IASB has start-
ed an initiative to develop proposals to make targeted
improvements to the disclosure requirements of IFRS 3,
in particular to disclose:

1. a description of the synergies expected from combi-
ning the operations of the acquired business with the
company’s business,

2. when the synergies are expected to be realized,

3. the estimated amount or range of amounts of the sy-
nergies; and

4. the estimated cost or range of costs to achieve those
synergies.

This initiative is certainly helpful to investors, but it needs
further discussions, specifications, and due diligence, be-
fore being defined and implemented.

If we look at acquisitions where the acquirer volun-
tarily disclosed quantified synergies in the past, the
range of observed findings is quite wide. Based on
the MARKABLES synergy dataset, we relate expected
synergies to goodwill. Our analysis is the first attempt
ever to relate the value of expected synergies to the
value of goodwill. As a median result, synergies consti-
tute 68% of goodwill, ranging from 36% to over 137%
in the interquartile range analysis (and even furtherin
the outer quartiles). The findings show that expected
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synergies do little to improve the understanding of
goodwill.

In 38% of all deals, synergies explain less than 50% of
goodwill. In other words, one half of goodwill or more
remain unexplained. This must be assembled work-
force, going concern value, or overpayment. Alternative-
ly, it could be a cautious (under)estimation of synergies.
In 15.5% of all deals, synergies are more than twice the
value of goodwill. This would mean a substantial under-
payment (the acquirer’s gain), or an unrealistic overes-
timation of synergies. In the middle of the range, there
is no ,typical® or frequent value of synergies in relation
to goodwill. There is even no clustering around a mean
value (see figure 5).

Figure 5: Value of synergies / Value of goodwill
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The ratio synergies / goodwill is impacted not only
by synergies but also by the size of goodwill which it-
self is a hard-to-value figure. If we look at the share of
goodwill in enterprise value, we find a similar spread
between close to 0% to over 100%. We would expect
a positive correlation between goodwill and synergies,
meaning that high goodwill can be best explained by
high synergies. However, data compiled from pre-deal
synergy disclosures and subsequent purchase account-
ing comes nowhere close to this logic. In other words,
synergies provide no significant information to justify or
explain goodwill.

IASB’s intention with its synergy disclosure initiative is to
provide investors with more useful information about ac-
quisitions, in particular about the goodwill recognized.*
In its current form, the usefulness of quantified and dis-
closed synergies is questionable. Investors need to un-
derstand if an observable value is relatively high or low
compared to peers or means. Observable data suggests

16 See above, chapter I1.2.
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Figure 6: Value of synergies / Value of goodwill
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that no such peers or means exist, and that synergy data
cannot be reasonably related to goodwill. It seems that
both figures are detached from each other, and the de-
tachment is apparent in several areas:

Table 2: Synergy - goodwill mismatch

SUEES Goodwill

Persons Deal team Independent valuer
involved Transaction advisors | Accountants
Timing Pre-deal Post-deal
At deal Measurement period
Basic Operations manage- Risk adjusting
methods ment Discounting
Cash-flow projection Fairvalue
Intent Deal justification Assets, balance sheet
Accounting, amortization
Earnings management
Tax
Compo- Takeover premium Takeover premium
nents Acquirer’s gain Assembled workforce
Going concern value
Overpayment

In my view, IASB must address six major challenges in
their current discussion and an eventual formulation of
a synergy disclosure requirement.

1. Timing

For investors, synergy disclosures are most value-rele-
vant at the date of the acquisition. One year after the
deal is closed, such information is almost useless, un-
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less it involves performance tracking regarding the real-
ization of previously announced synergies.

The purchase price allocation and the goodwill result-
ing from it are disclosed sometime after the deal. Usual-
ly inthe annual financial statements. Moreover, IFRS de-
fines a measurement period of 12 months after the deal
is closed; during this period, the acquirer can complete
missing information to finalize the initial purchase price
allocation. Numerous acquirers make use of this meas-
urement period. Then there is the period between the
end of measurement, and the release date of the sub-
sequent annual statement. Moreover, some deals re-
quire a long period between signing (announcing) and
closing, for various reasons. If worst comes to worst, the
final PPA is reported only three years after the deal an-
nouncement.

For the relevance of synergy disclosures, it is most im-
portant that they happen with or shortly after the deal
announcement. In relation to goodwill recognized,
disclosure should not be later than 6 months there-
after.

2. Synergy split

It is a misconception that all synergy value must nec-
essarily be incorporated into the PPA. The PPA is a
breakdown of the purchase price paid into different
assets and liabilities. However, it is very common that
the acquirer gets additional synergies he did not pay
for. Hence, these additional synergies are not includ-
ed in the purchase price.
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From another perspective, the acquirer paid for the
identifiable assets of the target (minus its debt) on
a stand-alone basis, plus a takeover premium on
top. The price paid for the takeover premium is not
reflected in identifiable assets; it would end up in
goodwill.

To justify and refinance the control premium, the ac-
quirer must realize synergies. But synergies are not
the same as the price of the control premium. Con-
ceptually, synergies should be higher than the control
premium because the acquirer tries to make a good
deal.

In practice, synergies can be less or more. If they are
less, either the control premium was overpaid, or the
synergies were understated (which is more likely). If
they are more, the acquirer will get a gain from the
acquisition.t’

It would be helpful for both the quality of the PPA
and for the usefulness of the synergy disclosure to
quantify the synergy split between buyer and seller.
This is possible for listed targets; it can be approx-
imated for private targets based on market compa-
rables and transaction-specific adjustments. The
synergy part for the sellers goes into goodwill, and
the part for the buyer will be a gain from the acqui-
sition.

IASB should integrate the aspects of control premi-
um, synergy split, acquirer’s gain and overpayment
into its synergy disclosure initiative. It should also
provide guidance on how to treat acquisition gains
and overpayments in the PPA and in goodwill im-
pairment.

3. Integration

As discussed above, quantifying synergies long before
the PPA is done can lead to a mismatch. Synergies and
goodwill must be reconciled via the overlapping element
“takeover premium”. This is impossible without deter-
mining and reconciling the values of the other elements
of goodwill (assembled workforce, going concern value,
overpayment) and synergies (acquirer’s gain) separate-
ly. If not, the information can be misleading and even
wrong.

Performing a pre-deal PPA is not new. Considering the
lack of information during due diligence, it is demand-
ing. Ideally, the independent valuer of the acquirer is
involved early in this process as an advisor of the deal
team.

17 See above chapter 11.3.
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4. Useful life

The issue how long synergies are expected to last
is most important. Some synergies are short-lived
(i.e., one-time tax benefits or capex synergies),
some synergies may last very long. Usually, annual
run-rate synergies are understood to have an indef-
inite life.

This seems to be a simplification. In the short run,
synergies represent additional earnings. Long-term,
synergies are a relative cost advantage, depending
on competitors’ actions. If competitors follow suit,
the higher profit margins could result in price com-
petition and synergies fading away over time.

In its staff papers, IASB has recognized this issue of
how long synergies are expected to last, and to iden-
tify if synergies are finite or indefinite. As there is no
best practice available to determine the remaining
finite life of expected synergies, acquirers will likely
opt foranindefinite life. IASB must then address how
to deal with indefinite lived synergies. Will they just
stay there, oris there a procedure for synergy impair-
ment or synergy reporting in case of goodwill impair-
ment?

5. Subsequent reporting

Acquirers do not fully achieve synergies as expected.
IASB must determine if the disclosure requirement
is only one-time, or if there is an additional require-
ment to report achievement levels. If it was only
one-time, the commitment associated with the dis-
closure would be lower, as would its accuracy.

Any underachievement of synergies would first affect
the gain from the acquisition (as described above).
Goodwill impairment is only required if the under-
achievement goes beyond acquirer’s gain. But the
key issue here is that synergy realization can have
an impact on goodwill impairment.

6. Exemptions

Disclosure requirements are always a trade-off be-
tween information quality on the one hand and cost
to disclose / commercial sensitivity on the other. Giv-
en all the challenges related to synergy quantification
and accounting-relevant disclosure, its implementa-
tion would be a huge step. There could be resistance
from acquirers/preparers.

If IASB proceeds with the initiative, the parties in-
volved will certainly ask for exemptions. Getting such
exemptions right will be the decisive factor in the
success of the disclosures. Exemptions applied too
frequently could reduce the benefits of the then few
disclosures beyond recognition.
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VII. Conclusion and outlook

Synergies are a cornerstone of M&A transactions.
Without them, deals don’t make much sense. Howev-
er, quantifying synergies, paying the right price, and
drawing the right conclusions can be a challenge. It is
about investment, return, and risk. Good decisions re-
quire good information. This article provides insights
and empirical data on how synergies are viewed,
quantified, and used today across different groups of
stakeholders.

Pre-deal, the acquirer must develop realistic synergy
targets as a basis for enterprise valuation and pur-
chase price negotiations. Similarly, the sellers must
develop a view of acquirer’s synergy expectations
to determine their own asking price and limit price.
At the time of the deal, investors expect meaningful
synergy disclosures to be able to assess the quality of
the deal and make their investment decisions accord-
ingly. Post-deal, valuers and accountants must pro-
vide accurate purchase accounting, which until now
obscured synergies in the compound item goodwill.
Finally, investors want to better understand from the
purchase accounting if the acquisition was potentially
over- or underpaid.

As of today, the estimation, determination, and an-
nouncement of synergies pre-deal follow no rules or
standards. Further, there is no systematic review or
accounting process for synergies. Therefore, the con-
sequences of circulating inaccurate synergy informa-
tion are limited. The informational content of synergy
disclosure in one particular case might be valuable in-
formation. Overall, within a regulated financial market
where all participants compete for equity and finance
and where issues related to investments and returns
are usually “compared”, synergy disclosures look rath-
er individual. What we have observed is a largely in-
consistent set of approaches and information with
widespread results that can be misleading and, in the
end, useless.

IASB’s initiative to make synergy disclosures in M&A
deals mandatory can be a first and most important
step towards an integrated approach to synergies.
Hopefully, IASB will stand strong against resistance
from acquirers and accountants.

In essence, IASB’s initiative is much more about good-
will than synergies. Looking closer at the nexuses,
the initiative will lead to synergies themselves, which
can be the missing link for goodwill valuation and ac-
counting.

Simply increasing the frequency of basically incon-
sistent synergy disclosures does not help much.
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A substantial improvement in the understanding of
synergies and deal attractiveness for all stakeholders
requires much more. To get there, the personal and
methodological boundaries between pre-deal and
post-deal must be torn down. For the dealmakers, it
must be clear how pre-deal calculations will end up
in post-deal accounting, reporting, amortization, and
eventually impairment. If so, pre-deal synergy estima-
tions will be quantified and disclosed to fit into an in-
tegrated post-deal accounting system. «

The European Business Valuation Magazine 3/2023





https://bit.ly/3oXpLqa

back to the contents

Dealing With Historical
Capital Structure Volatility in

Valuation

— How to Directly Estimate Unlevered Betas -

Deriving unlevered betas is a standard exercise for valuation professionals
when using the Capital Asset Pricing Model (CAPM). In this article we show
that the traditional indirect approach (first deriving levered betas, then
recalculating them using beta unlevering formulas) can lead to severely
wrong results if capital structures are non-stable over time. A better appro-
ach is the direct estimation of unlevered betas (first translating each equity
return data pointinto an asset return data point, then running the regressi-
on with these ,unlevered“ returns). This approach allows to take financial
risk properly into account when debt-to-equity ratios are volatile.
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l. Introduction

The discount rates in a Discounted Cash Flow (DCF) mod-
el are often derived using the Capital Asset Pricing Mod-
el (CAPM). In the CAPM, beta is the core risk parameter.
Depending on the circumstances analysts often require
a so-called unlevered beta, i.e. a beta of the unlevered
firm or of the assets of the firm. This is the case when
non-public companies are valued (and the beta is derived
via public market peers) or when certain sub-variants of
the DCF-Model such as the Adjusted-Present-Value (APV)
approach are applied.

If one does not want to rely on unlevered betas direct-
ly from professional databases but rather determine the
unlevered beta herself, the traditional way of deriving un-
levered betas is to first derive levered betas (based on ob-
servable stock market returns) and then translating this
levered beta into an unlevered beta using certain reac-
tion-formulas. In this article we analyse the performance
of this approach against the background of historical
capital structure volatility, i.e. fluctuating debt-to-equity
ratios. As a benchmark to this we also analyse more mod-
ern approaches of deriving unlevered betas, in particular
the direct estimation approach.

We start by setting the framework for asset rates of return
and equity rates of return. Then we dive deeper into the
relationship of betas and rates of return. This is followed
by a practical example showing different approaches to
the derivation of unlevered beta (which can be replicat-
ed by the readers) and analysing the performance of the
different approaches in a capital-structure-volatile world.
The article closes by an outlook on modern applications
of direct estimation approaches in valuation practice in a
L,Stretch yourself“-chapter.

Except for the ,stretch-yourself chapter IV we assume for
reasons of simplicity that debt is risk-free. In the whole
article we abstract from the existence of taxes.

The article focusses on a specific problem in the context
of beta determination. As a matter of course the way to
deriving proper betas is paved with lots of other challeng-
es, such as parameter setting (observation period, perio-
dicity), taxation issues, etc., which we do not touch here
in detail.

Il. Asset Rates of Return vs. Equity Rates of Return
Basic capital structuretheory deals with the relationship
of different kinds of capital (e.g. equity or debt capital)
amongst each other and with their relationship to the
value of the assets of a company. A well-known effect

1 Theresults here are similarto those in a world with taxes but with tax shields
having the same risk profile as the operating business of the company, i.e. if
management follows an instantaneous value oriented financing strategy.
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in this context is the so-called leverage-effect. It states
that in a company partly financed with debt the expect-
ed equity rates of return are higher than the expected
rates of return of the unlevered company (expected as-
set rates of return) as long as the rates of return on debt
are lower than the expected asset rates of return of the
company:

E(R;)>E(R,) if E(R,)>R,

With R.: Equity Rate of Return, R : Asset Rate of Return
(Return of the Unlevered Company), R Rate of Return
on Debt (here equal to the Risk-free Rate R) and E(RU)
being the expectation value operator.

The following Figure 1 emphasises the leverage effect.
The figure shows a value-based balance sheet where the
numbers indicate the value of each component. Assum-
ing debt showing a zero-return we can see that an equity
rate of return of (66/60) - 1 = 10% compares to an asset
rate of return of (106/100) - 1 = 6%.

Figure 1: Asset and Equity Rates of Return
(constant Debt)

t=0 t=1
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, +10% = +6
Equity Equity
Asset 60 Asset €6
Vallue Value
Debt
40

If (in a variant to the above) debt shows a risk-free return
of 2.5% the picture would change a bit in quantitative
terms (for a given 10% equity rate of return the asset rate
of return is now (107/100) — 1 = 7%) but not in qualitative
terms. The leverage effect still works as the rate of return
on debtisstill lower than the expected asset rate of return.

Figure 2: Asset and Equity Rates of Return
(Debt with risk-free rate of return)

t=0 t=1

________________________________________________ +10% = +6

Asset 60 Asset 60

Vallue Value
100 107
Debt
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The calculations of the leverage effect are straightforward.
For the first case (constant debt, i.e. zero return on debt)
we get for D: Value of Debt at the beginning of the period
and E: Value of Equity at the beginning of the period:

E(R,)= E(Rl’;) = 10?0 =6.0%

1+— 1+—
E 60

In the second case (debt with risk-free rate of return) we
get:

E(RE)'E+Rf'D: 10%-60+2.5%- 40
D+E 100

=7.0%

E(R,)=

These formulas are well-known in the finance literature.?
They are expressions of different cost of capital in a Dis-
counted Cash Flow (DCF) Framework.

lll. Indirect vs. Direct Way of Deriving Unlevered
Betas

1. Betas and Rates of Return

In the standard Capital Asset Pricing Model (CAPM3)
framework the expected rate of return of a security is a
function of the risk-free rate, the market risk premium
(MRP) and a security-specific systematic risk parameter
called beta:

E(R)=R, +B-MRP

Ifthe expected asset rate of return E(R ) is to be derived,
the CAPM-equation requires the unlevered (or asset) beta
3, as an input. If one wants to determine the expected
equity rate of return, the formula requires the levered (or
equity) beta 3, as an input.

While betas are a determinant of expected rates of re-
turn they are - at least in valuation practice - also a
function of historical, realized rates of return. Usually
betas are derived by a statistical procedure called linear
regression in which actual rates of return of a security
serve as the dependent variable and actual rates of re-
turn of the market (proxied by a broad equity index) are
the independent variable. This setting allows to statisti-
cally determine the market-related (i.e. the systematic)
impact on security returns, i.e. the systematic risk of a

2 Seee.g Faberetal, A General Formula for the WACC, International Journal
of Business, vol. 11, no. 2 (2006): 211-218.

3 See Sharpe, Capital Asset Prices: A Theory of Market Equilibrium under Con-
ditions of Risk, The Journal of Finance, vol. 19, no. 3. (1964): 425-442; Lintner,
The Valuation of Risk Assets and the Selection of Risky Investments in Stock
Portfolios and Capital Budgets, Review of Economics and Statistics, vol. 47,
no. 1 (1965): 13-37; Mossin, Equilibrium in a capital asset market, Econome-
trica Econometrica, vol. 34 (1966): 768-783.
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security. The typical regression equation (the so called
,market model“) looks as follows:

M
R, =a+B-R +¢€

With R: rate of return of the security at time t, R : mar-
ket rate of return at time t, a: intercept, €, error term at
timet.

So obviously, in valuation practice beta is sandwiched
between different rates of return of a security. Itis a func-
tion of historical rates of return and it is a determinant of
future rates of return.

Figure 3: Input-Output-Relationship of Beta and
Rates of Return

Actual
rate of
EHUT) P el Expected
rate of Rate of
A Y Return
rate of
return
Input CAPM Output

2. Stable capital structure environment

The application of regression techniques is not difficult in
practice. Below is a set of rate of return for a security (stock A)
and a broad equity index. To keep things manageable and
for didactical reasons we rely on 12 monthly return data for
each instrument here. This allows readers to replicate our
calculations by entering the numbers e.g. in MS Excel.

Table 1: Monthly rates of return for a security and
an index

Stock A equity return Index Return

01.10.2022 0.029 -0.033
01.11.2022 0.123 0.092
01.12.2022 0.082 0.086
01.01.2023 -0.022 -0.031
01.02.2023 -0.029 0.079
01.03.2023 -0.043 0.006
01.04.2023 0.016 0.018
01.05.2023 0.069 0.023
01.06.2023 -0.076 -0.004
01.07.2023 0.030 0.014
01.08.2023 -0.038 0.013
01.09.2023 -0.019 -0.016
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Using these data we can now derive a beta for stock A by
linear regression analysis. This can be done e.g. here by
using the SLOPE function in MS Excel®. The SLOPE func-
tion determines the slope of the regression line of a set
of independent and dependent data. The slope of the
regression line equals the beta in the CAPM framework.
When applying the slope function it is important to first
enter the cell range of dependent data points and then
the cell range of independent data points. In our exam-
ple we enter:

=SLOPE(B2:B13;C2:C13)

Base on the data set above we get a value of 0.750. This
is the levered beta of stock A as it is based on actual (i.e.
levered) rates of return of stock A. Hence from our regres-
sionwe getf3, =0.750.

Assuming the debt-to-equity ratio of stock A is equal to
our example above, i.e. (D/E) = (40/60) = 0.667 we can
now determine the unlevered beta of stock A which is (as
debt is risk-free here)*:

By= BLD =Lf£)=0.450
1+—= 14+—
E 60

However, as beta is not only a function of rates of return
but also the input for rates of return, we can approach
the task of deriving unlevered betas also from a different
angle. So far we have estimated the levered beta in afirst
step and then unlevered this beta using the debt-to-eg-
uity ratio in a second step. Now we will unlever rates of
return in a first step (i.e. calculating the asset rates of re-
turn from the given set of equity rates of return) in a first
step and then estimating the unlevered beta directly in a
second step.

More concretely, we calculate for each stock A data point
the asset rate of return based on the given equity rate of re-
turn and the assumption of a debt-to-equity ratio of 40/60.
Hence, for the stock A data point at 01.10.2022 we get:

R .99
R,= ED=294/?)=1.7%
1+— 1+—
E 60

and so on.

After recalculating all data points for stock A the following
table results:

4 MS Excel also knows more complex regression analytics, but for the presen-
tation here the SLOPE function is sufficient.

5 These results confirm our calculations in chapter Il, for R, = 2.5% and
MRP =10% and using the CAPM we get an equity rate of return of 2.5% +
0.750 x 10% =10% and an asset rate of return of 2.5% + 0.450 x 10% = 7%.
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Table 2: Monthly rates of return for a security (un-

levered) and an index

Stock A equity return Index Return

01.10.2022 0.017 -0.033
01.11.2022 0.074 0.092
01.12.2022 0.049 0.086
01.01.2023 -0.013 -0.031
01.02.2023 -0.017 0.079
01.03.2023 -0.026 0.006
01.04.2023 0.010 0.018
01.05.2023 0.041 0.023
01.06.2023 -0.046 -0.004
01.07.2023 0.018 0.014
01.08.2023 -0.023 0.013
01.09.2023 -0.011 -0.016

Now we can apply the regression model to the adjusted
set of data. Calculating the slope of the regression line
yields the value 0.450. This is exactly the value we got for
the unlevered beta in our first approach.

We can see here that deriving unlevered betas is a com-
mutative process as long as we operate in a stable capi-
tal structure environment where the debt-to-equity stays
constant over the data observation period. It does not
matter whether we first estimate the levered beta and
then unlever it (indirect derivation), or whether we first
unlever the underlying rate of return data and then esti-
mate it (direct derivation).

3. Volatile Capital Structure Environment

Things change, however, if the capital structure is vol-
atile over the time of observation of data points. As-
suming the debt-to-equity ratio is not constant at 0.667
over the period 01.10.2022 until 01.09.2023 the two
approaches (indirect and direct derivation) would not
match.

The following Monte-Carlo-Simulation using the Oracle
Crytal Ball software shows how unlevered betas would
be distributed if there is capital structure volatility (i.e.
debt-to-equity ratio volatility) over time if we follow
the direct derivation approach. In this analysis the eg-
uity rates of return are unchanged as compared to the
analysis in chapter I1.2. Only the derived asset rates of
return are subject to change as we have calculated each
unlevered rate of return with the appropriate debt-to-
equity ratio that prevails at each measurement date. We
ran 100,000 trials in our Monte Carlo simulation analysis.
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Figure 4: Unlevered Beta Distribution in the case of Capital Structure Volatility

It can be seen that while on average analysts get an
unlevered beta of 0.450 the outcomes in single cases
can differ materially from this mean and median value.
They can go as low as 0.335 and as high as 0.559 in this
example.

The assumed capital structure volatility is not very
aggressive. It is in line with normal stock market
volatilities. The following figure shows some representa-
tive paths of debt-to-equity ratios over the course of one
year. These paths are the input for the Monte Carlo simu-
lation analysis above.

Figure 5: Debt-to-Equity Ratio Volatility (Monte
Carlo Simulation)
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It is important to note that - by definition here - in
all cases the debt-to-equity ratio is equal to 0.667 at
01.09.2023. l.e. an analyst that derives the unlevered
beta the traditional indirect way (first deriving the
levered equity beta, then unlevering it) and uses the
debt-to-equity ratio at 01.09.2023 would in all cases get
an unlevered beta of 0.450. Hence obviously the two
approaches - indirect and direct approach - lead to dif-
ferent results if capital structures are volatile. And the
differences can be material as we can see from the dis-
tribution in Figure 4.

The question is now: Which of the two approaches is the
appropriate way of deriving unlevered betas. The answer
here is straightforward:

« From an economic point of view each and every sing-
le data point is subject to specific capital structure
risk. l.e. the measured equity rates of return are a
function of the specific financing risk of the company
at the measurement date. Hence, proper input data
for the derivation of unlevered betas have to be first
date-specifically adjusted and then used in the ana-
lysis. This means only the direct derivation approach
(first calculating asset rates of return and then direct-
ly determining unlevered betas via regression) yields
sound results.

« The use of a sweeping debt-to-equity ratio for all
data points - as it is done in the traditional indirect
approach - is just a simplification which (as we can
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Figure 6: Capital Structure volatility at BMW AG
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see here) might lead to heavily misleading results.
While an analyst might be right on average by using
the indirect approach, she can be massively wrong in
single cases.

+ Using an average debt-to-equity ratio over time (in-
stead of the last-day debt-to-equity-ratio as in the
example above) can mitigate derivation mistakes
a bit but will still not lead to proper results in all
cases.

In the case of capital structure volatility - and all capital
structures are volatile by a certain degree over the time of
data observation - only the direct approach to deriving
unlevered betas (i.e. first calculating asset rates of return
and then directly determining unlevered betas via regres-
sion) is appropriate.

Direct estimation of unlevered betas has a further posi-
tive: If the unlevered beta is the direct result of a statisti-
cal exercise (and not a recalculated number) we can ap-
ply further statistical analyses to it such as determining
confidence intervals, etc. This might be of added-value in
certain circumstances.

Finally, in terms of effort required this approach is not
meaningfully more time consuming than the common
standard approaches of unlevering betas.

4. Case Study BMW Group

The following figure shows the development of Net Debt
(in bn Euros) and the debt-to-equity ratio of German car
manufacturer BMW Group between 2017 and 2022. In
the years before the COVID-19 crisis BMW planned to
massively invest in its core business. BMW issued 144A
bonds (bonds that specifically address US institutional
investors) and Chinese renminbi-denominated bonds
(so called Panda bonds) in order to strengthen its in-
ternational foothold. With the outbreak of COVID-19
things changed. The demand weakness forced BMW to
apply meaningful financial optimisation measures and
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decrease the financial leverage just built up a couple of
months before.

As a consequence, BMW Group showed a quite elevated
capital structure volatility over the course of the years. An
analyst that wanted to derive an unlevered beta based on
a 5-year observation period using monthly rates of return
and using the German DAX index as a benchmark would
have been faced with totally different results - pending
on which approach she followed:

The levered beta (regression with equity returns as the
dependentvariable) 8 is 1.220. Using the June-2022 debt
to equity ratio for unlevering leads to an unlevered beta
3, =0.451. Using an average debt-to-equity ratio (calcu-
lated over the whole 5 years) leads to an unlevered beta
f3,=0.464. But applying the proper direct way of deriving
the unlevered beta (regression with asset returns as the
dependent variable) leads to 3, = 0.389. It goes without
saying that the differences between the direct and the in-
direct approach are quite pronounced.

IV. Stretch Yourself: Direct Unlevering of Betas
when Debt is Risky

So far, we assumed that debt is risk-free. In modern val-
uation practice, however, we know that debt is subject
to (systematic) risk. This systematic risk is mirrored in the
expected rates of return on debt (cost of debt) being high-
er than the risk-free rate R in reality.

In this context, we can find beta unlevering formulas in
finance textbooks that particularly take this systematic
risk-component of debt - the so-called debt beta 8 -
into account as part of the traditional indirect approach.
A famous unlevering formula is e.g. the so-called Harris/
Pringle® formula:

6 See Harris/Pringle, Risk-Adjusted Discount Rates - Extension form the
Average-Risk Case, The Journal of Financial Research, vol. 8, issue 3,
(1985): 237-244.
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A huge practical problem is the proper measurement
of . A big advantage of the direct estimation of un-
levered betas is that 8 can be estimated along with
f3,. For example, assuming that the Merton” model
provides a good description of the realities at capital
markets we can substitute the rate of return volatilies
by the Omega® of the Merton model. As a consequence
the asset rates of return R (that are used as an input
to the regression equation, direct approach) can be de-
rived from the observable equity rates of return by the
following formula:

B, =

R, = Re

U
(1 +];J . N(dl,Assets )

7 See Merton, On the Pricing of Corporate Debt: The Risk Structure of In-
terest Rates, The Journal of Finance, vol. 29, no. 2 (1974): 449-470. The
Merton Model is a structural model to explain the behavior of different
components of the capital structure - mainly equity and debt - in a risky
environment.

8 Omega is an elasticity measure also known from the Black/Scholes-Option
pricing model.
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Here, N(d1,Assets) is the value of the cumulative
normal distribution at d1 under the volatility meas-
ure of the assets. d1 is a core parameter in the Merton
respectively the Black/Scholes-option pricing model.

Itisimportant that the R -formula above already takes
the effect of debt beta into account. While admittedly
the application of this formula is not easy in practice
the idea of the short presentation of this approach
here is just to senitize readers for what is possible in
an advanced setting of direct estimation of unlevered
betas.

V. Summary

Deriving unlevered betas is a standard exercise for val-
uation professionals. In this article we showed that
the traditional indirect approach (first deriving levered
betas, then recalculating them using beta unlevering
formulas) can lead to massively wrong results if capital
structures are non-stable over time. A better approach
is the direct estimation of unlevered betas (first trans-
lating each equity return data point into an asset return
data point, then running the regression with these ,un-
levered® returns). This approach allows to take financial
risk properly into account when debt-to-equity ratios
are volatile. «
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Industry Betas and Multiples

Dr. Martin H. Schmidt
Manager Deal Advisory KPMG AG

WPG Germany
Contact: ebvm@eacva.de

Dr. Andreas Tschopel, CVA, CEFA, CIIA

Partner Deal Advisory KPMG AG WPG
Germany, Member of the Technical
Committee for Business Valuation and
Economics (FAUB) of the IDW e.V., Board
Member of the EACVA e.V.

General

To derive the provided betas and multiples, only com-
panies from the Eurozone have been considered. The
included companies have been grouped on an industry
level and on a sub-industry level based on the Global
Industry Classification Standard (GICS). In each issue
of the journal, aggregates for all eleven main indus-
tries and one individually selected sub-industry will be
shown. Due to the special characteristics of companies
operating in the financial industry (high leverage, lever-
age as part of the operating business, high dependency
on the interest rate level, etc.), we only provide levered
betas and equity-based multiples for that industry.

All presented values are based on raw data and raw cal-
culations. They have carefully been checked and eval-
uated but have not been audited nor have individual
values been verified. Certain results may be misleading
in your setup or specific context. All results should be
critically evaluated and interpreted. The data and usage
are at your own risk.

Data source

All data has been obtained from the KPMG Valuation Data
Source. The data source provides access to cost of capital
parameters from more than 150 countries and sectors as
well as peer-group-specific data from over 16,500 com-
panies worldwide. The data covers the period from 2012
tothe present. The data is updated monthly and is acces-
sible from anywhere around the clock.

See www.kpmg.de/en/valuation-data-source for details.

Eurozone Cost of Capital Parameters as at 31 Au-
gust 2023

The typified, uniform risk-free rate based on AAA-rated
government bonds currently lies at 2.5% for the Euro-
zone. It is derived from yield curves based on Svensson
parameters and results published by the European Cen-
tral Bank. The overall long-term market return for the
Eurozone is estimated at around 8.5%, leading to a
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market risk premium of 6.0%. Estimations of the mar-
ket return rely on historical returns, as well as on for-
ward-looking return estimates and risk premiums based
on Eurozone companies with current market share
prices and earnings forecasts from financial analysts.

Betas

Levered, debt and unlevered betas are calculated
over an observation period of a single five-year period
(monthly returns) and for five one-year periods (weekly
returns).

Raw levered betas are obtained from a standard OLS
regression, with stock returns being the dependent vari-
able and stock market index returns (S&P Eurozone BM|
Index) being the independent variable. Stock and index
returns are total returns, thus including dividends, stock
splits, rights issues, etc. (if available). Levered betas be-
low zero and above three are treated as outliers and are
excluded.

Unlevered betas have been estimated based on Har-
ris-Pringle, assuming uncertain tax shields and includ-
ing debt beta:

B E N D
‘B“_ﬁLE+D ﬁDE+D,

where 8 = unlevered beta, 3| =debtbeta, D = netdebt,
E = market value of equity. Debt betas rely on a compa-
ny’sindividual rating on a given date. Annual rating-spe-
cific levels of debt betas are extracted from a broad mar-
ket analysis. Net debt consists of total debt (incl. lease
liabilities ) + net pensions + minority interest + total
preferred equity - total cash - short-term investments.
In accordance with the observation period, parameter
averages of debt beta, net debt and market equity over
the individual periods are applied when unlevering lev-
ered betas. Unlevered betas below zero and above two
are treated as outliers and are excluded.
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Table 1: Average Levered Industry Betas for five single 1y-periods and one 5y-period

31 August 2023 Average* Levered Betas
1-Year, weekly returns 5-Year, monthly returns

Compsincl. 9/2018to 9/2019 to 9/2020 to 9/2021 to 9/2022 to Comps 9/2018 to
(Average®) 8/2019 8/2020 8/2021 8/2022 8/2023 incl. 8/2023

Industries Average*

Industrials

Consumer Discretionary
Health Care

Financials

Utilities

Materials

Real Estate

Communication Services

Information Technology

Consumer Staples

Energy

Table 2: Average Industry Leverage for five single 1y-periods and one 5y-period

31 August 2023 Average* Debt-Equity-Ratios
1-Year 5-Year

Compsincl. 9/2018 to 9/2019 to 9/2020 to 9/2021 to 9/2022 to
(Average®) 8/2019 8/2020 8/2021 8/2022 8/2023 incl. 8/2023

Industrials 96.2% 117.0% 54.2% 65.0% 61.1% 78.7% 63.4%
Consumer Discretionary 94 202.8% 150.7% 85.0% 160.6% 235.9% 167.0% 113 90.8%
Health Care 63 52.7% 45.1% 26.0% 239.3% 114.6% 95.5% 75 27.7%
Utilities 36 95.2% 86.8% 67.7% 84.6% 76.4% 82.2% 30 75.8%
Materials 56 72.9% 87.5% 42.9% 59.7% 51.0% 62.8% 59 53.4%
e EIE 52 139.5% 165.2% 126.2% 161.2% 329.2% 184.3% 58 141.2%
Communication Services 53 74.3% 282.2% 49.2% 75.3% 96.7% 115.5% 61 58.8%
Information Technology 86 25.8% 43.9% 11.3% 24.8% 28.8% 26.9% 106 13.9%
Consumer Staples 43 230.3% 253.9% 159.1% 295.9% 130.3% 213.9% 47 215.7%
Energy 22 150.5% 205.1% 117.1% 66.2% 46.3% 117.1% 24 69.7%

Comps 9/2018 to

Industries Average*

Table 3: Average Unlevered Industry Betas for five single 1y-periods and one 5y-period

31 August 2023 Average* Unlevered Betas
1-Year, weekly returns 5-Year, monthly returns

Compsincl. 9/2018 to 9/2019 to 9/2020 to 9/2021 to 9/2022 to Comps 9/2018 to

Industries (Average*)  8/2019 8/2020 8/2021 8/2022 8/2023 incl. 8/2023

Average*

Industrials

Consumer Discretionary
Health Care
Utilities

Materials
Real Estate

Communication Services

Information Technology

Consumer Staples

Energy

Source: KPMG Valuation Data Source, see www.kpmg.de/en/valuation-data-source

*Average = Arithmetic Mean
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Table 4: Average Levered Subindustry (Materials) Betas for five single 1y-periods and one 5y-period

31 August 2023 Average* Levered Betas
1-Year, weekly returns 5-Year, monthly returns

Compsincl. 9/2018 to 9/2019 to 9/2020 to 9/2021 to 9/2022 to Comps 9/2018 to

i : Materi i
SRR (Average®)  8/2019 8/2020 8/2021 8/2022 8/2023 incl. 8/2023

Average*

Chemicals

Construction Materials

Containers & Packaging

Metals & Mining

Paper & Forest Products

Table 5: Average Subindustry (Materials) Leverage for five single 1y-periods and one 5y-period
31 August 2023 Average* Debt-Equity-Ratios
1-Year

Compsincl. 9/2018to  9/2019to  9/2020to  9/2021to  9/2022to
(Average*) ~ 8/2019 8/2020 8/2021 8/2022 8/2023

5-Year

Comps 9/2018 to

Subindustry: Materials incl. 8/2023

Average*

Chemicals 22 51.9% 61.8% 31.6% 44.8% 51.9% 0.48 22 40.6%

Construction Materials 9 59.4% 57.7% 37.3% 65.1% 44.6% 0.53 9 50.9%

Containers & Packaging 8 48.1% 35.4% 22.5% 33.0% 39.9% 0.36 7 21.6%

Metals & Mining 13 135.4% 184.8% 77.8% 108.4% 68.3% 115 16 97.8%

Paper & Forest Products 5 57.4% 72.0% 43.8% 30.9% 32.9% 0.47 5 41.9%

Table 6: Average Unlevered Subindustry (Materials) Betas for five single 1y-periods and one 5y-period

31 August 2023 Average* Unlevered Betas
1-Year, weekly returns 5-Year, monthly returns

Compsincl. 9/2018 to 9/2019 to 9/2020 to 9/2021 to 9/2022 to
(Average®) 8/2019 8/2020 8/2021 8/2022 8/2023

Comps 9/2018 to

Subindustry: Materials incl. 8/2023

Average*

Chemicals

Construction Materials

Containers & Packaging

Metals & Mining

Paper & Forest Products

Source: KPMG Valuation Data Source, see www.kpmg.de/en/valuation-data-source

*Average = Arithmetic Mean
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Multiples ization plus net debt) by its sales, EBITDA or EBIT.
Multiples are computed based on actuals (based Earnings multiples are derived by dividing a com-
on the annual report) and forecasts (based on con-  panies’ market capitalization by earnings (net in-
sensus estimates by analyst) for the trailing year coe). The market-to-book ratio is derived by divid-
and the forward +1 year. Trading multiples for inga companies’ market value of equity by its book
Sales, EBITDA and EBIT are each derived by divid- value of equity. Multiples below zero and above
ing a companies’ enterprise value (market capital- 500 are treated as outliers and are excluded. «

Table 7: Average Industry Multiples
31 August 2023 Sales EBITDA EBIT Earnings Market to Book-Ratio

Trai- Fwd. Comps Trai- Fwd. Comps Trai- Fwd. Comps Trai- Fwd. Comps Trai- Fwd. Comps

ndustries ling +1 incl. ling +1 incl. +1 incl. ling +1 incl. ling +1 incl.

Industrials

Consumer Discretionary

Health Care

EREREES

Utilities

VEIEUELS

Real Estate

Communication Services

Information Technology

Consumer Staples

Energy

Table 8: Average Subindustry (Materials) Multiples

31 August 2023 Sales EBITDA EBIT Earnings Market to Book

Trai- Fwd. Comps Trai- Fwd. Comps Trai- Fwd. Comps Trai- Fwd. Comps Trai- Fwd. Comps
ling +1 incl. +1 incl. +1 incl. ling +1 incl.

Subindustry: Materials

Chemicals

Construction Materials

Containers & Packaging

Metals & Mining

Paper & Forest Products

Source: KPMG Valuation Data Source, see www.kpmg.de/en/valuation-data-source

*Average = Arithmetic Mean
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Transaction Multiples

Professor Dr. Stefan O. Grbenic, StB, CVA
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Contact: ebvm@eacva.de

The computations of the transaction multiples are
based on the transaction and company data collected
from various M&A databases, with the data being driven
to consistency.

We publish transaction multiples for Europe and result-
ing regression parameters (including transactions of the
period 1 January 2020 until 31 December 2022) for the
following multiples:

« Deal Enterprise Value/Sales

+ Deal Enterprise Value/EBITDA

« Deal Enterprise Value/EBIT

+ Deal Enterprise Value/Invested Capital

lIn the previous issue we provided multiples for Central
and Western Europe and Southern Europe. The multi-
ples in this issue provide a regional breakdown into:

« Scandinavia and
« Britain

In the following issue we will continue the regional
breakdown into Eastern Europe.

When using the data (multiples and regression), please
consider the following:

« Sectors and resulting sector multiples are formed ac-
cording to the NACE Rev. 2 industry classification sys-
tem.

« The multiples indicate the Deal Enterprise Value
(DEPV = Market value of total capital corrected) for a
private firm. They are scaled to the levels of value Con-
trol Value, Pure Play Value and Domestic Value. Addi-
tionally, the multiples do not include any identifiable
Synergistic Values. When applying the multiples to
other levels of value without adjusting the value driver
(reference value), respective Valuation Adjustments
(Minority Discount for Minority Values, Conglomerate
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Discount for Conglomerates, Regional Premiums for
Cross-Border transactions by international acquirors
and Strategic Premium for Synergistic acquisitions)
must be applied.

The multiples are computed using transaction data
collected from the previous three years. Therefore,
the available multiples include transactions of the
period 1 January 2020 until 31 December 2022, with
the transactions of the latest six months given double
weight.

The reliability of the recorded transaction data and
the resulting multiples was analyzed according to the
fraction of the transacted share, low and high values
of the value driver as well as up-side and down-side
percentiles of the observations on multiples; recogni-
zed outliers were eliminated.

Trailing multiples are computed employing the value
driver available closest to date of the transaction.
Forward multiples are computed using mean and/
or median estimates for the forthcoming three to six
years after the transaction (not available for Invested
Capital).

The EBITDA multiples and the EBIT multiples are ba-
sed on companies with only a positive EBITDA or EBIT
at date of the transaction.

The regression assumes a linear relationship bet-
ween the value driver and the Deal Enterprise Value.
Furthermore, it is assumed that the observed Deal
Enterprise Values as well as the respective value dri-
vers show no trend over time, making them ready
for a cross-section analysis. The error terms are as-
sumed to be normally distributed, having constant
variances (homoskedasticity), being independent
(noautocorrelation) and showing an expected value
of zero.

The range of the multiples (confidence interval) ap-
plies a 95% confidence level, assuming the observed
multiples to be normally distributed (after elimination
of outliers).

Sectors with less than 20 observations were ignored.
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+ Thevarious regions are compounded as follows:

+ Central and Western Europe: Andorra, Austria, Bel-
gium, France, Germany, Liechtenstein, Luxembourg,
Monaco, The Netherlands, Switzerland

+ Southern Europe: Croatia, Cyprus, Gibraltar, Gre-
ece, ltaly, Malta, Portugal, San Marino, Slovenia,
Spain, Turkey

« Scandinavia: Denmark, Finland, Iceland, Norway,
Sweden

« Britain: Ireland, United Kingdom

« Eastern Europe: Albania, Armenia, Azerbaijan,
Belarus, Bosnia and Herzegovina, Bulgaria, Czech
Republic, Estonia, Georgia, Hungary, Kazakhstan,
Kosovo, Latvia, Lithuania, Moldova, Montenegro,
North Makedonia, Poland, Romania, Russia, Serbia,
Slovakia, Ukraine.

The data is evaluated carefully; however, the author de-
nies liability for the accuracy of all computations.

Notes for application:

n indicates the number of observations (sample size)
included in both, the computation of the multiples and
the regression. Xa indicates the arithmetic mean, Xn indi-
cates the harmonic mean

— n

Xh = S 7w
ity

and Xt indicates the truncated mean (10% level = 10 % of
the observations sorted in ascending order being elimi-
nated up-side and down-side)

= 7w

Xe = n-—2

The first quartile Q, indicates the boundary of the
lowest 25%, the third quartile Q, indicates the bound-
ary of the highest 25% of the observed multiples. Us-
ing this information, the actually employed multiple
may be related to the group of the 25% lowest (high-
est) multiples observed. Q, indicates the median of
the observed multiples. The confidence interval re-
ports the range (lower confidence limit to upper con-
fidence limit) of the multiples applying a 95% con-
fidence level. Assuming the multiples observed to
be normally distributed, this indicates all multiples
lying within these limits. To evaluate the assumption
of normally distributed multiple observations, the
results of the Jarque-Bera Test for Normality are re-
ported in brackets

JB=n (skewness)? n (kurtosis—3)%

6 24
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Values above the reported 5% significance points reject
the null hypothesis of normality, indicating the confi-
dence interval to be less reliable:

n 5% n 5% n 5% n 5%
100 429 200 4,43 400 4,74 800 5,46
150 4,39 300 4.6 500 4,82 o 5,99

The skewness sk indicates the symmetry of the dis-
tribution of multiple observations. A negative skew-
ness indicates the distribution to be skewed to the left,
whereas a positive skewness indicates the distribution
to be skewed to the right (a skewness of zero indicates
the distribution to be symmetric). The coefficient of var-
iation cv indicates the dispersion of the observed mul-
tiples adjusting for the scale of units in the multiples,
expressed by the standard deviation as a percentage of
the mean. It allows for a comparison of the dispersion of
the multiples across sectors. A lower (higher) coefficient
of variation indicates a lower (higher) dispersion of the
observed multiples and, similarly, a higher (lower) relia-
bility of the sector multiples.

The (linear) regression equation allows for computing the
Deal Enterprise Value of a private firm directly from the ob-
served transactions (without using a multiple). Disregard-
ing the error term, it consists of a slope expressed in terms
of the value driver employed and a constant (intercept)

y =DEPV=slope x value driver+constant(+error term)

The reliability of the OLS regression equation (goodness of
fit) isindicated by the adjusted coefficient of determination

I_?2=1—(1—R2)Z—:;

(with p indicating the number of explaining variables
+1=1+1=2;being sensitive to the number of obser-
vations), indicating the variability of the observed mul-
tiples that is explained by the regression equation. Un-
like the (unadjusted) coefficient of determination, the
adjusted coefficient of determination is not limited to
the range between zero and one. A higher (lower) co-
efficient indicates a better (poorer) regression. The
standard error of the regression equation similarly in-
dicates the goodness of fit of the regression equation,
indicating the degree of similarity between the regres-
sion residuals (error terms) and the “true” residuals. A
lower (higher) standard error indicates a better (poorer)
regression.
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Scandinavia - Trailing & Forward DEPV/Sales (operating), 1 January 2020 until 31 December 2022

C10-C12

NACE Rev. 2 Sector

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

Cl16,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26 - C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G47 Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77-N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities

C10-C12

NACE Rev. 2 Sector

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

C16,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26-C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G47 Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60,C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73, N77 -N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities
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Trailing DEPV/Sales (operating) Multiples

Trailing Sales (operating) Regression

Q. Q Q 95% (JB) § = DEPV (TEUR)
107| 077| 040| 069| 030| 041| 1.13|[0,60;0,94](12,4) 0.87| 0.81|9=0,999x Sales-6.495 0.79 30,784
343 211 175| 214| 1.89| 2.06| 247|[205;2,17](254) -139| 0.23]§=2,157x Sales +25.019 0.53 735,880
628| 197| 099| 2.07| 1.93| 206| 221][1,90;2,04](56,4) -1.69 | 0.31]§=2,178x Sales - 24.820 0.90 365,890
268| 129| 041| 126| 046| 151| 1.77|[1,11;1,46](29,6) -0.04 | 0.62|§=1456x Sales +131.601 096| 403903
1,079| 1.83| 071| 190| 1.48| 1.90| 2.30|[1,77;1,90] (64,2) -0.83 | 0.37|§=2,230xSales - 160.033 0.90 406,798
1,036| 1.03| 082| 1.04| 083| 1.09| 1.25|[1,01;1,05(6,7) 046 | 0.36 | §=1,004x Sales +156.293 0.83 717,603
945 | 132| 054| 127| 1.02| 121| 1.38|[1,28;1,36](42,9) 067 | 041|9=0927xSales+1.113.343 | 0.89 993,745
263| 123| 1.13| 123| 1.07| 123| 1.32[1,20;1,26](48) 048| 024 |9=1223xSales+760.108 0.84| 7,720,863
5 - - _ - - - - - - - - -
805| 065| 014| 061| 017| 062| 1.12|[0,61;0,69](82,5) 059| 0.80 | §=1,072x Sales-15.781 0.85 215,724
1,084 | 137| 047| 136| 050| 1.85| 2.10][1,26;1,48](176,3) -0.06 | 0.66 | §=1,330x Sales +482.052 0.61 979,656
102| 046| 010| 042| 0.12| 030| 059][0,36;0,56](7,5) 142| 1.01|9=0,332xSales +10.164 0.88 97,150
644 | 139| 067| 137| 073| 1.32| 1.95][1,28;1,50](76,2) 0.19| 057 |9§=1330xSales+15713 0.98 160,173
757| 120| 055| 1.14| 051| 099| 1.87|[1,09;1,31](932) 054| 068 |9=0,599 x Sales +20.836 0.44 92,996
161| 149| 035| 1.49| 064 | 1.51| 228|[1,21;1,77](22,5) 0.04| 059 | §=0,027 x Sales +91.347 -0.01 303,690
140| 1.07| 099| 1.06| 079| 1.12| 1.29|[1,04;1,11](1872) 0.19| 0.28|9=1,067x Sales-6.774 0.54 303,161
467| 060| 009| 048| 017| 033| 0.76|[0,51;0,69](51,7) 1.87| 1.11|9=0,243xSales+11.838 0.26 57,421
150 069| 0.12| 057| 0.10| 022| 0.61][0,38;0,99](16,) 137| 1.32|9=1,986xSales-112.148 072| 542,399

Forward DEPV/Sales (operating) Multiples

Q;

Q.

Qs

95% (JB)

Forward Sales (operating) Regression

§'=DEPV (TEUR)

ﬁZ

se,

54| 144| 063| 142| 043| 130| 227][0,83;2,04](9,4) 0.15 0.69 | §=2,904 x Sales - 727.284 0.94 671,131
467 092 079| 086| 0.75| 0.84| 0.98][0,89;0,95](87,6) 2.05 0.41 | 9=0,716 x Sales + 636.084 0.73 738,151
1465| 1.12| 086| 101| 078| 088| 1.29][1,08;1,16](129,2) 161 | 0.52|9=0,786x Sales +995.968 0.68| 1,561,407
1,030 1.65| 128 1.63| 091 1.78| 2.18|[1,58;1,72](140,4) -0.00 0.44 | ¥=0,938 x Sales +1.035.559 0.80 1,986,717
2,710 1.03| 039| 1.02| 024| 094| 190][0,98;1,09](465,3) 0.14 0.75| §=2,112 x Sales - 8.216.817 0.53 6,803,453
2,324 091| 073| 082| 0.60| 0.67| 1.05][0,89;0,93](195,9) 1.60 0.54 | §=0,907 x Sales - 281.162 055 | 2,522,556
3451 095| 072| 088| 0.58| 0.77| 1.11][0,93;0,98](347,2) 1.13 0.57 | §=1,777 x Sales - 4.205.175 0.78 3,742,498
301| 071| 041| 054| 032| 037| 0.58|][0,56;0,86](35,6) 1.94 1.07 | ¥=0,368 x Sales +396.068 0.79 | 10,284,553

11 - - - - - - - - - - - -
1,476 0.72| 042| 061| 028| 0.56| 0.90|[0,68;0,75](149,7) 1.80 0.80 | §=0,493 x Sales +297.118 030 3,556,632
2286 083| 058| 079| 055| 082| 1.01|[0,81:0,85](1069) 122 0.54|9=0,866x Sales - 395.661 0.78 | 4,164,305
483 | 0.72| 036| 062 028| 050 1.09|[0,64;0,80](38,2) 1.56 0.85| §=0,703 x Sales - 591.475 0.82 | 3,983,811
1,444 1.19| 0.72| 1.10| 054 0.68| 2.07|[1,10;1,27](196,7) 0.79 0.71 | §=0,972 x Sales +217.708 0.30 2,310,709
1,921 145| 074| 143| 066| 1.29| 2.19][1,38;1,52](271,0) 0.11 0.58 | §=0,795 x Sales + 1.147.070 0.65| 2,374,113
150 | 142 048] 143| 043| 1.51| 236|[1,07;1,77](26,7) -0.10 0.68 | §=1,362 x Sales + 74.666 0.61 1,282,377
188 121 | 0.79| 115| 065| 0.97| 1.81][1,05;1,38](22,8) 0.77 0.58 | §=0,663 x Sales +248.515 0.35 427,555
1997 | 044| 024| 029| 018| 0.22| 0.35][0,41;0,47](650,6) 2.67 1.24 | §=0,137 x Sales +981.479 0.35 803,793
1975 1.33| 066 1.29| 062 1.35| 1.84|[1,26;1,39](232,9) 0.22 0.59 | §=0,151 x Sales + 1.855.934 0.14 1,365,726
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Scandinavia - Trailing & Forward DEPV/EBITDA, 1 January 2020 until 31 December 2022

NACE Rev. 2 Sector

Cl10-C12 Manufacture of food products, beverages, tobacco products

C13-C15 Manufacture of textiles, wearing apparel, teather and related products

Cl6,C17,C31,C32 Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26 - C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G4T Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77 - N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities

NACE Rev. 2 Sector

C10-C12 Manufacture of food products, beverages, tobacco products

C13-C15 Manufacture of textiles, wearing apparel, teather and related products

Cl16,C17,C31,C32 Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26-C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G47 Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73, N77-N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities
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ailing EBITDA Regre

Q Q Q 95% (JB DEP R R e
81| 568| 330| 540| 234 468| 9.25|[-282;14,17](10,9) 0.68 | 0.72 | $=9,289 x EBITDA - 5.030 0.87 28,138
349 | 1341 | 12.25| 1347 | 1228 | 13.16 | 14.61 | [11,45;1537](6,6) | -0.78 | 0.21 | §=13,124 x EBITDA + 174.756 070 | 641,652
767 | 1075| 752| 1062 | 832| 876/ 14.67|[7,55;13,94] (65,8) 0.31| 0.41 | §=13,863xEBITDA- 791.994 071 | 1,496,229
263 10.03 | 4.89 | 10.12 | 4.54| 11.66 | 14.45 | [1,18;18,87] (39,9) -0.22 | 0.56 | §=1,553 x EBITDA +1.615.215 0.48 | 1,780,258
2791 1053 | 1.76 | 10.77 | 4.17| 12.65| 14.34 | [1,42;19,64] (38,4) -0.54 | 0.55 | §=13,637x EBITDA+11.964 0.94 512,253
145( 8.02| 435| 7.74| 415| 6.93| 1230 [-1,17;17,22] (17,1) 0.36 | 0.62 | §=11,772 x EBITDA - 21.856 0.96 66,332
741| 858| 253| 823| 571| 7.40| 11.47|[5,16;12,00](62,8) 0.78 | 0.53 | §=5,682 x EBITDA + 1.629.359 0.64 | 2,229,550
172 | 11.78 | 838| 1195| 876 | 11.10 | 16.29 | [3,86;19,69] (16,5) -0.06 | 0.41 [ §=7,841 x EBITDA+12.746.399 | 0.80 | 10,706,500

5 - - - - - - - - - - - -
794 469| 1.00| 433| 134| 454 | 7.87|[2,42;6,96](41,9) 0.96 | 0.80 | §=6,890 x EBITDA + 541 0.82 241,166
1,106 | 9.02| 3.73| 881| 4.84| 854 | 12.08|[5,74;12,30] (112,0) 0.33 | 0.54 | §=10,764 x EBITDA - 84.742 0.87 847,851
91| 413| 077| 336| 097| 257| 5.04|[6,93;15,18](16,7) 2.02 | 1.17 | §=2,737 X EBITDA + 53.319 0.50 232,060
429 | 923| 461| 918 472 11.10| 1237 [3,91;14,55] (54,1) -0.10 | 0.53 | §=11,495x EBITDA - 3.099 0.98 352,816
735| 932| 483| 921 4.05| 11.00| 13.21 | [4,43;14,20] (104,2) 0.03| 0.58 | §=11,512 x EBITDA +27.174 0.98 289,803
134 7.03| 3.65| 657 292| 425| 9.25][-5,02;19,09] (15,8) 0.89 | 0.79 | ¥=3,954 x EBITDA + 446 0.99 35,934
177 856 7.12| 803| 527 | 828 9.06][3,23;13,89](13,3) 1.08 | 0.46 | §=6,072 x EBITDA + 130.053 0.57 309,878
349 511| 0.89| 442| 147| 362| 645|[-0,60;10,81](27,8) 1.25| 0.95| §=5,549 x EBITDA +3.934 0.72 27,703
290 1130 | 292 | 11.77 | 5.50| 13.48 | 15.05 | [2,74;19,87] (38,3) -0.71 | 0.50 | y=14,355x EBITDA - 991 0.95 390,740

0 d DEPV/EBITDA ple orward EBITDA Regressio

0 0 0 95% (JB DEP > > o
140 7.95| 538| 802| 615| 832| 9.33|[3,93;11,97](11,8) -0.29 | 0.41 | §=9,109 x EBITDA - 50.482 0.84 | 1,769,929
488 | 6.63| 585| 6.00| 525| 586 6.59|[4,74;8,51](216,7) 2.69 | 0.46 | y=4,644 X EBITDA +871.772 0.67 789,740
1,717 | 599 | 4.04| 491| 282| 423| 6.52|[3,53;8,44](183,1) 1.81 | 0.79 | ¥=3,447 x EBITDA +996.401 0.55| 1,998,265
1,573 9.00| 555| 874| 501| 861| 11.88|[6,40;11,60](165,1) 0.44 | 0.53 | §=0,981 x EBITDA +4.284.555 0.10 | 4,517,670
2,743 | 524 | 327| 514| 215| 598 814 [4,41,;6,07](247,0) 0.37| 0.59 | §=8,889 x EBITDA - 4.260.518 0.88 | 3,526,196
2,388 | 7.23| 629| 673| 551| 6.19| 827|[635;8,11](281,1) 1.88 | 0.43 | §=8,734 x EBITDA - 718.394 0.72 | 2,632,163
3,494 | 6.66| 566| 620| 497 | 6.08| 7.58][597;7,35](450,2) 1.88 | 0.45|{=8,491 x EBITDA - 1.190.267 0.85| 3,235,051
349 232| 098| 1.81| 0.68| 0.81| 289 |[0,54;4,10](33,0) 1.74 | 1.17 | ¥=0,732 x EBITDA + 1.265.718 0.84 | 9,539,071

11 = = = = = = = - - = - -
1,943 | 6.09| 449| 571| 386| 543| 7.65|[512;7,06](110,3) 1.29 | 0.50 | §=5,540 x EBITDA +47.030 0.47 | 2,749,396
2,281 | 512| 397| 472| 275| 468| 6.14][439;5,85](150,0) 1.39 | 0.54 | ¥=6,605x EBITDA - 2.152.959 0.83| 3,687,758
483 | 368 237| 339 217| 3.79| 4.45][2,65;4,72](32,8) 1.08 | 0.61 | §=5,584 x EBITDA - 841.396 0.82 | 3,978,822
1546 | 7.89| 531| 7.26| 497| 6.84| 9.15|[546;10,32](123,6) | 1.25| 0.58 | §=6,673 x EBITDA +357.927 059 | 2,273,824
2,082 | 853| 496| 806 | 4.27| 7.33| 10.76 | [5,67;11,39] (232,9) 0.75| 0.63 | §=4,465x EBITDA +1.401.419 0.60 | 2,942,210
258 593| 346| 571| 321| 557 7.21|[2,50;9,36](25,0) 0.61| 0.59 | §=6,159 x EBITDA - 12.439 0.88 | 1,346,165
676 | 7.84| 516 748| 577| T7.41| 9.01|[577;991](34,9) 1.27 | 0.44 | ¥=6,525x EBITDA + 236.419 0.73 829,743
2,260 | 453| 356| 401| 267| 3.28| 562][3,80;5,27](433,2) 2.15| 0.61 | §=3,084 x EBITDA + 539.062 0.39| 1,178,611
2372 | 7.06| 449| 630| 3.56| 568 894][491;9,22](207,9) 1.26 | 0.68 | ¥=3,393 x EBITDA +1.176.121 0.23 | 1,865,890

The European Business Valuation Magazine 3/2023 37




Data

back to the contents

Scandinavia - Trailing & Forward DEPV/EBIT, 1 January 2020 until 31 December 2022

C10-C12

NACE Rev. 2 Sector

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

Cl16,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26 - C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G4T Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77 - N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities

NACE Rev. 2 Sector

C10-C12

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

Cl6,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26 - C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G47 Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77 - N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities
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Q Q Q 95% (JB DEP R R e
81| 924| 411| 880| 3.18| 544 | 1592 |[-22,70;41,19] (11,6) 0.75| 0.86|9=14,016XEBIT -5.637 0.75 38,626
333 | 1451 | 13.06 | 14.66 | 1239 | 14.96 | 17.15 | [11,62;17,41] (14,4) | -0.63 | 0.23|§=12,795x EBIT +537.694 060 | 812,038
821 | 14.08| 870| 1354| 937 10.74 | 20.40 | [6,27 ; 21,89] (92,3) 0.64 | 0.50 | §=16,386x EBIT - 583.964 0.55| 2,219,287
290 | 13.75| 6.57| 1349 | 7.87| 14.81 | 17.70 | [-2,07;29,57] (29,6) 0.14| 0.56|9=2,186x EBIT +2.416.868 0.25| 2,839,619
274 1250 | 190 | 1241 | 6.46| 12.89 | 17.22 | [-1,94;26,94] (31,9) -0.06 | 0.58 | §=14,371 x EBIT +66.144 0.91 646,902
419| 20.40 | 10.07 | 21.32 | 10.56 | 26.23 | 28.01 | [-2,00;42,80] (63,8) -0.77 | 0.49 | §=28,266 x EBIT - 134.390 0.96 324,524
773 | 11.72| 3.57| 10.89| 7.48| 1037 | 13.31|[4,29;19,14] (56,1) 1.13| 0.58|9=7,696xEBIT +2.113.950 0.42 | 3,320,584
188 | 1476 | 9.86 | 14.46 | 9.40| 12.51| 21.84 | [-2,79;32,31] (21,8) 045| 049 |§=7,556xEBIT +18.321.003 0.65 | 13,819,163

5 - - - - - - - - - - - -
800 | 524| 119| 476| 140| 4.76| 831 |[2,28;8,20](40,4) 120 | 0.82|9=6,933xEBIT +1.235 0.83 229,452
1,122 | 11.31| 397 | 1066 | 6.76 | 9.58 | 14.78|[4,10;18,52] (104,5) 0.77| 0.65|9=11,874xEBIT +4.558 0.84 934,012
75| 698| 0.81| 588| 1.04| 3.95| 9.13|[-27,75;41,71] (5,5 143 | 1.17|9=5653xEBIT +37.325 0.43 199,367
435 1352 | 571 | 13.47| 553 1359 | 21.22 | [-1,46;28,51] (66,1) -0.04 | 0.61 | §=20,844 x EBIT -30.383 0.98 359,444
741| 12.13| 5.28| 11.63| 4.07 | 10.80 | 20.17 | [-0,23;24,50] (107,2) 0.36| 0.71 | §=20,858 x EBIT - 17.562 0.98 288,615
129 510| 310| 462| 263| 3.73| 6.40][-0,55;10,75](10,9) 123 | 0.74 | y=3,961 x EBIT + 380 0.99 38,182
247| 11.11| 8.64| 10.75| 5.90 | 10.10 | 15.81 | [3,07;19,15] (29,3) 044 | 047 |9=5961xEBIT+176.217 0.63 304,519
403 | 624 0.70| 517 150 | 3.81| 9.08|[-3,02;15,50] (30,3) 1.39 1.02 | §=11,470 x EBIT - 4.853 0.81 15,865
263 | 1425| 331| 1425| 7.26| 16.00 | 20.48 | [-4,81;33,30] (31,7) -0.18 | 0.58 | §=16,924 x EBIT +52.852 0.86 972,772

orward D B ple orward EBIT Reg 0

Q Q Q 95% (JB DEP R R e
140 | 899 | 651| 898 | 7.31| 887| 995 [4,48;13,49](7,7) 0.06 | 0.38|9=9,506x EBIT +163.603 0.84 | 1,788,797
488 | 9.29| 860| 881 | 7.77| 845| 9.83|[7,40;11,17](116,8) 220 0.33|9y=7,474xEBIT+601.770 0.70 752,880
1658 | 741| 522| 6.03| 348| 571| 8.60|[3,48;11,34](377,6) | 2.40| 0.80 | §=4,529 x EBIT + 856.594 0.60 | 1,926,674
1,578 | 1258 | 7.17| 1237 | 7.38| 10.29 | 18.89 | [7,02;18,13] (206,2) 0.36 | 0.55|9=1,122 x EBIT +4.337.217 0.09 | 4,526,929
2,748 | T7.00| 451 | 6.84| 3.04| 7.86| 10.49 |[5,58;8,43](184,4) 049 | 0.58|9=11,073xEBIT-3.566.636 0.87| 3,620,563
2,399 | 9.89| 858 9.12| 7.32| 799 11.41|[8,16;11,61](221,7) 1.72| 0.44|9=10,752 X EBIT - 416.538 0.73 | 2,559,671
3365| 832 736 799 686 T7.77| 939]|[7,49;9,15](2.337,0) 2.52 | 0.39|§=10,649 x EBIT-1.178.552 090 | 2,581,276
349| 360 1l16| 272| 0.78| 0.93| 5.00|[-1,62;8,82](32,1) 156 | 1.29|9y=0,847x EBIT + 1.338.480 0.84 | 9,540,510

11 = = = = = = = - - = - -
1954 | 7.41| 554| 682| 497| 7.00| 841][593;8489](3516) 201| 051 |§=7544xEBIT-167.443 0.53 | 2,592,795
2,265| 955| 6.15| 870| 3.98| 832 13.41|[580;13,30](212,8) 0.89 | 0.66 |y=13,087 x EBIT - 2.954.696 0.63 | 5,444,251
381| 644 3.89| 6.02| 466| 495| 867 |[2,43;10,44](36,2) 1.65| 0.64|9=6,804xEBIT -293.490 0.80 | 4,452,874
1,513 | 1129 | 7.15| 1023 | 6.79| 843 | 14.48| [5,54;17,03] (123,8) 122 | 0.62|9=8,024xEBIT +565.231 0.56 | 2,300,812
2,039 | 12.67| 7.49| 11.89| 7.01| 10.54 | 15.71 | [6,72;18,61] (200,3) 0.87| 0.61 |9=6,812xEBIT +1.245.925 0.68 | 2,615,903
268 | T7.31| 434| 6.85| 410| 6.67| 9.10|[2,02;12,60](22,3) 0.80 | 0.60|9=6,762 x EBIT -4.180 0.88 | 1,356,777
687| 806| 513| 7.43| 561| 7.33| 879][4,98;11,14](81,1) 1.83 | 0.52|9=6,396 X EBIT +276.976 0.69 906,657
2276| 664| 534| 598| 405| 501| 834|[528;7,99] (675,8) 226 | 057 |9=4,671xEBIT +524.300 040 | 1,166,154
2,308 | 9.80| 6.69| 890| 533| 860 12.37 | [6,31;13,29] (162,7) 132 | 0.62|y=5789xEBIT +900.250 0.33| 1,769,498
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Scandinavia - Trailing DEPV/Invested Capital, 1 January 2020 until 31 December 2022

C10-C12

NACE Rev. 2 Sector

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

Cl16,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26 - C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G47 Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77-N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities

Britain - Trailing DEPV/Invested Capital, 1 January 2020 until 31 December 2022

C10-C12

NACE Rev. 2 Sector

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

C16,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26-C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G47 Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77 - N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities
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Trailing DEPV/Invested Capital Multiples

Trailing Invested Capital Regression

Q. Q Qs 95% (JB) §=DEPV (TEUR) sey

107| 070| 058| 069| 047 065| 092 |[0,66;0,73] (14,4) 0.11| 039|9y=0,774xIC-2.635 0.85 50,619
408 | 082| 078| 082| 071| 080| 092 |[0,82;0,83](251) 0.19| 021 |§=0,767xIC +245.055 0.79 672,019
5421 097| 079| 1.01| 090| 1.05| 1.13[0,96;0,98](42,5) -157| 025|9=1,142xIC-121.472 0.99 366,799
676 | 075| 004| 078| 059| 081| 0.93][0,74;0,77) (47,0) -0.69 | 0.36|§=0,651xIC+231.282 0.88 589,500
1503 | 043| 030| 039| 024| 034 052|[042;044](141,9) 126| 0.64|9=0342xIC+178.898 041 1,039,087
2034| 083| 072| 083| 060| 0.78| 1.10][0,82;0,84] (267,7) -0.07| 032]§=0,543xIC+970.287 0.78 920,045
1,846| 085| 058| 087| 065| 090| 1.07|[0,84;0,86](163,0) -0.65| 0.32|§=0,864xIC-9.055 0.90 886,700
333| 058| 053] 056| 047| 054| 0.63][0,57;0,59](21,9) 117| 033 |§=0,554xIC-1.059.760 093| 6,395,026
27| 090| 058| 090| 085| 1.08| 1.121[0,78;1,02] (1,0) -1.09 | 0.41|§=0,337xIC+90.869 -0.05 167,584
2,007 | 067| 037| 067| 049| 066| 0.88|[0,66;0,68](190,6) -0.02| 0.43|9=0,499 xIC +344.309 0.88 644,826
1,030| 078| 055| 079| 054| 078| 1.04|[0,77;0,79](116,2) -0.34| 038]§=0,751xIC+71.078 0.94 343,761
392 060| 033] 059| 033| 058| 0.89][0,57;0,62](47,4) 0.11| 0.53|9=0,381xIC+98.178 0.74 229,839
1073| 073| 056| 073| 053| 073| 092 |[0,72;0,74] (113.3) -0.09 | 039 |§=0,832xIC-159.488 0.82 831,184
1632 074| 059| 075| 052| 076 0.95|[0,73;0,75] (173,4) -0.16 | 036 |§=0,511xIC+355387 0.92 941,512
537 077| 061| 079| 061| 0.80| 0.99][0,75;0,78](54,1) -0.54 | 035|§=0,861xIC+16.061 0.94 216,610
907 | 070| 019| 069| 051| 0.68| 0.89][0,69;0,71](70,9) 0.02| 035 |§=0,456xIC+420.574 0.82 679,695
2,474 | 069| 045| 069| 053] 063] 091 [0,69;0,70] (190,0) 0.00| 0.37|§=0,806xIC-240.464 0.82 715,492
988 | 0.71| 051| 072| 053| 0.72| 091][0,70;0,73](933) -0.24| 039]§=0,706xIC+41.726 0.83 595,740

Trailing DEPV/Invested Capital Multiples

Q

Q,

Qs

95% (JB)

Trailing Invested Capital Regression

y=DEPV (TEUR)

ﬁz

Se

290| 0.62| 048| 061| 039 0.58| 0.75|[0,60;0,64] (29,5 045| 0.46|9=0,623xIC-19.400 0.99 474,100
220| 066| 044| 065| 044| 055| 0.85][0,63;0,68](23,6) 0.15| 0.44|9=0550xIC+81.336 0.95 361,562
392 | 064| 037| 065| 042| 069| 0.86][0,62;0,66](47,2) -0.19| 0.48]|9=0,686xIC+214.576 0.95 973,082
982| 061| 037| 061| 035| 056| 0.87][0,60;0,63](126,5) 022 | 0.53[9=0,469xIC+50.148 0.99 2,001,602
601 | 058| 044| 057| 039| 053| 0.75|[0,57;0,60] (55,1) 051| 044 |9=0,661xIC+10.149 0.97 419,883
757 | 0.67| 047| 067| 043| 068| 0.88][0,66;0,68](86,0) -0.10 | 044 |9=0,543xIC+33.572 0.89 556,578
1,020 069| 037| 070 042| 0.64| 0.99 |[0,67;0,71](136,4) 0.15| 053[§=0,198xIC+2.177.683 0.32 3,111,388
231| 047| 020| 045| 025| 031| 0.73|[0,44;0,50] (25,7) 0.71| 0.65|§=0,757x1C-320.276 0.97 745,823
123| 086| 0.77| 087| 0.84| 0.87| 091 |[0,84;0,87](5.1) -1.13 | 0.23]9=0,848xIC+93.658 0.93 1,000,276
1,454 056 | 022| 054 039| 0.54| 0.73([0,55;0,57](107,4) 042 | 050 |§=0,661xIC-277.527 0.83 1,243,145
1,556 | 0.57| 034| 056| 034| 053| 0.78|[0,56;0,58] (171,4) 042| 053]9=0,468xIC-24.051 0.98 2,480,730
843 | 047 0.13| 044| 033| 042 0.58|[0,46;0,48](51,4) 0.83| 052 |§=0,454xIC-52.004 0.61 1,596,894
1208 | 064| 035| 063| 040| 059| 0.89]][0,62;0,65](140,0) 0.13| 0.49|9=0,498x IC +18.478 091| 1,621,917
1599 | 065| 036| 064 038| 0.61| 091 |[0,63;0,66](205,2) 0.13| 0.50 [ §=0,430x IC+77.633 0.97 1,781,023
3231| 0.66| 010| 066| 044| 066 0.88][0,65;0,66](346,9) -0.18 | 046 [ §=0,408xIC+224.271 0.73 1,202,672
671 0.63| 055| 063| 052| 060 0.75|[0,63;0,64](20,5) 037 | 0.31|9=0,623xIC-59.947 0.91 928,514
1,422 | 063| 037| 062 036| 0.59| 086 |[0,61;0,64](170,8) 017 | 049 |§=0,137xIC+144.779 0.32 279,694
1,057 067| 020| 068 043| 0.70| 0.88 |[0,65;0,68](118,5) -0.12| 0.48|9=0,543xIC +334.531 0.84 1,268,900
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Britain - Trailing & Forward DEPV/Sales (operating), 1 January 2020 until 31 December 2022

C10-C12

NACE Rev. 2 Sector

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

Cl16,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26 - C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G47 Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77-N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities

C10-C12

NACE Rev. 2 Sector

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

Cl16,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26 - C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G47 Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77-N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities
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Trailing DEPV/Sales (operating) Multiples

Trailing Sales (operating) Regression

o} Q, Q, 95% (JB) § = DEPV (TEUR)

365| 1.17| 046| 1.11| 039| 088 1.83|[099;1,35](484) 055| 0.75 | §=0,632x Sales +734.453 0.72 | 2,582,711
172| 074| 046| 067| 046| 059| 0.84|[0,67;0,80](16,5) 1.72| 0.61|§=0,644x Sales +295.844 059 | 1,785,744
381| 087| 034| 081| 033| 078| 1.15][0,78;0,95](32,5) 0.77 | 0.70 | §=0,644 x Sales + 427.453 091| 1,387,210
821| 1.08| 058| 1.02| 050| 086| 1.56][1,00;1,16])(1039) | 057| 0.67|9=0,897x Sales-7.165 099 | 1,652,929
52| 088| 047| 081| 039| 071| 1.24][0,81;0,95](336) 116 | 0.68|§=0,930x Sales +186.026 0.85| 1,150,544
821| 099| 058| 090| 051| 075| 1.23([092;1,05)(72,5) 1.10| 067 |§=0,858xSales +98.529 095| 374,776
816| 119| 048| 115| 046| 084| 1.99|[1,06;131](1253) | 045| 0.74|9=0419xSales+1.083.976 | 0.43| 2,546,829
118 1.18| 007| 121| 036| 147| 194([092;144]1(202) | -030| 0.67|9§=1610xSales-351.495 096 | 1,313,016
113 161| 129| 158| 1.02| 147| 1.98|[1,38;1,84](14,7) 053 | 0.46 | §=2,178x Sales- 330.693 0.82| 1,352,701
800| 066| 020| 055| 017| 036| 091 |[0,59;0,74] (65,0) 153 | 1.02|9=0,206x Sales +412.117 0.18| 1,065,572
1,503| 073| 018| 060| 0.19| 049| 091][0,66;0,79](133,8) | 1.39| 0.99|9=0932x Sales-533.877 094 | 4,646,442
843| 085| 016| 073| 024| 041| 129[[0,74;097](101,5) | 1.16| 1.01|9=0,297x Sales+527.466 036 | 1,801,283
1385| 129| 035| 125| 060| 117| 205|[1,20;1,37](1858) | 0.34| 0.65|9=1274xSales-64.864 095 | 1,048,760
1,793| 130| 042| 126| 067| 122| 200]|[1,23;1,36](2248) | 029| 0.60|§=1405x Sales-65.890 099 | 1,088,849
1,047 150| 038| 151| 063| 157| 244|[1,38;1,61](1655) | -0.05| 0.61|9=0436x Sales+375.064 0.84| 1,376,362
64| 125| 071| 120| 059| 1.04| 1.70|[0,87;1,64](80) 054 | 0.66 | §=0,465x Sales +86.960 058 | 242,298
1342 099| 035| 093] 034| 084| 151|[093;1,06](154,7) | 061| 0.74|§=0,176xSales+171.825 025| 355484
843| 117| 057 113| 053| 092 1.80|[1,08;127](109,2) | 0.48| 0.66|9=1,116x Sales+20.811 0.66 | 1,184,495

Forward DEPV/Sales (operating) Multiples

Q

Q.

Qs

95% (JB)

Forward Sales (operating) Regression

§'=DEPV (TEUR)

ﬁZ

Se,

295 1.09 0.50 1.06 0.53 0.92 1.60 | [0,97 ; 1,20] (30,1) 0.49 0.62 | §=2,091 x Sales - 1.109.924 0.99 | 1,584,073
107 0.58 0.42 0.50 0.41 0.45 0.65 | [0,52;0,65] (11,3) 1.79 0.66 | §=0,509 x Sales +480.557 0.48 | 2,263,486
236 098| 053] 092| 057| 090| 1.14][0,86;1,09](16,8) 1.05| 0.64|9=1,201xSales-243.133 0.81| 2,341,291
923 0.91 0.42 0.84 0.46 0.76 1.18 | [0,85;0,97] (68,4) 0.90 0.68 | ¥=0,496 x Sales + 454.852 0.98 | 2,394,312
483 0.69 0.27 0.59 0.33 0.47 0.91 | [0,62;0,76] (39,2) 1.51 0.84 | §=0,800 x Sales + 370.445 0.77] 1,399,615
569 0.92 0.59 0.82 0.47 0.65 1.21|[0,84;1,01] (51,2) 1.33 0.73 | §=0,667 x Sales + 97.765 0.97 334,402
810 1.02 0.48 0.98 0.44 1.01 1.34 1 [0,94;1,09] (101,8) 0.46 0.66 | §=0,473 x Sales +1.918.743 0.43| 2,878,141
97 1.19 0.02 1.19 1.14 1.35 1.44 | [1,03;1,34] (4,7) -0.65 0.48 | §=1,211 x Sales +325.301 0.94 | 2,048,922
102 0.84 0.21 0.78 0.13 0.19 1.49 | [0,41;1,27] (14,0) 0.93 1.16 | §=2,055x Sales - 2.409.782 0.58 | 2,233,972
864 0.67 0.23 0.64 0.19 0.61 1.16 | [0,63;0,70] (100,5) 0.47 0.75 | §=0,607 x Sales + 385.130 0.29 | 2,648,410
1,234 0.56 0.20 0.48 0.19 0.42 0.75 | [0,53;0,60] (94,1) 1.39 0.89 | §=0,518 x Sales + 381.246 0.89 | 7,064,466
429 0.67 0.34 0.57 0.23 0.41 0.95 | [0,60;0,75] (35,7) 1.37 0.88 | §=0,400 x Sales +501.103 0.35| 3,302,079
902 1.32 0.66 1.28 0.61 1.20 1.97 | [1,22;1,41] (112,2) 0.36 0.60 | §=1,283 x Sales - 242.116 096 | 1,257,297
1,288 1.30 0.73 1.26 0.71 1.28 1.80 | [1,23;1,37] (142,8) 0.39 0.58 | §=1,348 x Sales - 211.455 0.98 | 1,449,595
751 1.29 0.37 1.28 0.49 1.18 2.19 | [1,17;1,41] (115,9) 0.09 0.67 | §=0,268 x Sales +716.920 0.66 | 2,543,289
91 0.73 0.42 0.63 0.25 0.61 0.77 | [0,52;0,94] (11,7) 1.87 0.91 | §=0,357 x Sales + 43.869 0.63 501,810
784 0.87 0.32 0.79 0.24 0.74 1.18 | [0,79;0,95] (78,2) 0.86 0.80 | §=0,122 x Sales + 325.845 0.16 413,997
896 1.03 0.46 0.99 0.51 1.03 1.30 | [0,97;1,09] (71,2) 0.55 0.61 | =1,044 x Sales + 76.959 0.85| 1,240,691
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Britain - Trailing & Forward DEPV/EBITDA, 1 January 2020 until 31 December 2022

C10-C12

NACE Rev. 2 Sector

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

Cl16,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26 - C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G4T Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77 - N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities

NACE Rev. 2 Sector

C10-C12

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

Cl6,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26 - C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G47 Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77 - N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities

44

The European Business Valuation Magazine 3/2023



back to the contents

ailing DEPV/EBITDA ple ailing EBITDA Regressio
Q Q Q 95% (JB DEP R R e
322 | 7.70| 509 728| 455| 590 12.24 |[2,20;13,20] (34,3) 0.80 0.61 | §=5,418 x EBITDA +636.607 0.75 | 2,554,501
145| 699 | 580| 695| 4.83| 6.03| 9.33|[3,96;10,01](19,4) 033 | 0.41|9=5009xEBITDA +62.780 0.80 | 1,312,071
295| 632 213| 585| 339| 540 7.22|[1,60;11,04](24,5) 1.05 0.67 | §=5,111 x EBITDA + 265.125 0.97 856,924
671 7.77| 537| 741| 454| 6.86| 10.67 |[4,55;10,98] (70,6) 0.68 0.55 | §=5,895 x EBITDA + 1.250.375 0.88 | 7,823,878
553 | 572 4.08| 553| 3.70| 560 7.08|[4,17;7,27](37,8) 0.61 0.50 | §=3,958 x EBITDA +293.137 0.75 | 1,595,845
633 9.29| 593| 9.16| 584 9.18| 1342 |[5,16;13,43](76,6) 0.14 0.52 | §=5,887 x EBITDA + 130.578 0.97 331,446
735| 944 | 493| 9.11| 361| 870 11.96 |[3,63;15,25](88,6) 0.49 0.62 | §=6,348 x EBITDA + 1.122.896 0.76 | 1,712,537
134| 858| 520| 831| 427| 822 13.06|[-2,18;19,33](17,1) 0.56 0.61 | ¥=9,068 x EBITDA + 163.906 0.95 | 1,315,286
140 | 756 | 678 | 767 | 539 | 8.06 | 9.16 | [561;9,52](20,6) | -0.27| 0.30|{=5887x EBITDA +795.704 081 | 1,636,890
800 | 7.75| 448 7.46| 374| 6.89| 1143 |[4,25;11,25](89,9) 0.47 0.60 | =4,641 x EBITDA + 546.282 0.41 | 1,631,363
1,315 622 294| 576| 298| 4.84| 8.66|[4,01;8,43](137,9) 091 0.68 | §=4,587 x EBITDA + 148.792 0.93 | 5,431,382
649 | 5.04| 072| 437| 290| 3.82| 573([2,34;7,75](66,5) 181 0.77 | $=3,903 x EBITDA + 227.345 0.44 | 1,793,989
1,030 | 7.79| 507 7.32| 371| 7.03| 10.67 |[4,68;10,89](109,8) 0.68 0.60 | §=3,738 x EBITDA +350.789 095 1,364,158
1,385| 7.40| 441| 7.02| 3.82| 6.78| 10.28 | [5,06;9,74] (133,0) 0.70 0.59 | §=3,498 x EBITDA +279.028 0.98 | 1,680,165
912 | 881| 461| 850| 4.08| 8.06| 11.96 |[4,51;13,12](114,4) 0.37 0.61 | §=5,871 x EBITDA +300.616 0.92 | 1,002,207
263 | 1238 | 941 | 12.65| 9.77 | 13.37 | 15.40 | [6,97; 17,78] (26,8) -0.76 0.36 | ¥=9,646 X EBITDA + 581.856 0.71 | 1,624,413
1,091| 679| 4.18| 640| 395| 549| 939|[4,57:9,01] (121,7) 083 | 0.61|9=10,183xEBITDA-212.712 086 | 562,985
585| 934 | 6.10| 923| 539| 840| 13.48|[5,02;13,67](80,5) 0.18 0.51 | §=5,857 x EBITDA +241.504 0.96 505,285
orward DEPV/EBITDA ple orward EBITDA Regressio
0 0 0 95% (JB DEP . 5 z
225| 673 | 534| 6.15| 437| 542 7.99|[3,00;10,46](17,2) 1.38 0.52 | §=4,301 x EBITDA +945.787 0.99 | 2,852,246
107 | 434| 3.03| 398| 279| 387| 455][1,36;7,32] (8,2) 1.05| 0.60 | §=5,337 x EBITDA - 471.683 0.78 | 1,475,426
242 | 760 475| 7.07| 4.11| 520| 9.93|[0,16;15,04](24,9) 0.99 0.66 | §=4,356 x EBITDA +379.291 0.97 | 1,000,087
96| 632 3.77| 582 3.07| 521| 823|[3,75;8,90](83,6) 1.03 0.66 | =2,442 x EBITDA + 1.476.293 0.84 | 7,607,782
483 | 354 091 | 331 2.08| 3.08| 4.76|[2,47;4,61](24,6) 1.16 0.64 | §=4,021 x EBITDA - 17.361 0.92 814,295
617| 6.81| 463| 632| 437| 544 8.17|[3,60;10,02](57,9) 1.11 0.62 | §=4,971 x EBITDA + 166.981 0.93 491,010
810| 6.86| 386| 6.74| 322 T7.74| 9.26|[4,38;9,334](56,0) 0.40 0.57 | §=3,786 x EBITDA + 1.757.225 0.43 | 2,872,706
97| 348| 058 325| 2.06| 234| 4.88]|[L07;5:89](9,2) 1.58 0.66 | §=3,666 x EBITDA +483.538 0.89 | 2,760,295
113 | 324 1.75| 292| 093] 237| 5.26/[095;5,53](8,8) 0.91 0.71 | §=3,730 x EBITDA +414.109 0.66 | 2,414,506
1,020 692 | 373| 631| 329| 5.09| 10.20 | [3,73;10,11] (93,1) 0.92 0.68 | $=8,190 x EBITDA - 198.222 0.58 | 2,060,414
1,132 | 504 | 331| 459| 269| 429| T7.12|[3,59;6,49](76,5) 1.27 0.65 | §=2,557 x EBITDA + 1.207.155 0.95| 4,986,155
365| 395| 344 3.85| 276 3.55| 5.18|[3,43;4,47](43,7) 0.55 0.37 | §=5,550 x EBITDA - 844.765 0.87 | 1,577,246
993 | 7.61| 546| 7.19| 4.00| 6.57| 10.53|[4,96;10,26](110,2) 0.75 0.56 | §=3,471 x EBITDA +390.593 0.96 | 1,239,037
1,369 | 7.89| 552| 7.53| 4.04| 6.65| 11.57 | [547;10,31](161,8) 0.62 0.56 | §=3,977 x EBITDA +312.832 0.97 | 1,925,336
886 | 711 | 121 | 678 | 3.98 | 7.13 | 9.25 [4,32;9,90] (69,2) 0.59 0.60 | §=1,226 x EBITDA +1.338.197 0.24 | 3,528,169
429 | 1191 | 755| 1226 7.26| 13.64| 17.20 | [5,11;18,71] (60,5) -0.36 0.47 | §=12,894 x EBITDA - 44.399 0.63 | 1,651,689
778 | 558| 384| 504| 317| 418| 7.42|[3,53:7,63](623) 131| 0.64|§=7,905xEBITDA-362.100 089 | 618422
853 | 791 | 523 | 7.73| 427| 842 10.61 |[5,45;10,38] (75,0) 0.28 0.50 | §=8,999 x EBITDA - 68.348 0.87 | 1,188,257
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Britain - Trailing & Forward DEPV/EBIT, 1 January 2020 until 31 December 2022

C10-C12

NACE Rev. 2 Sector

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

Cl16,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26 - C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G4T Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77 - N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities

NACE Rev. 2 Sector

C10-C12

Manufacture of food products, beverages, tobacco products

C13-C15

Manufacture of textiles, wearing apparel, teather and related products

Cl6,C17,C31,C32

Manufacture of wood/products, paper/products, furniture; other manufacturing

C19-C23 Manufacture of coke, chemicals, rubber, refined petroleum/chemical/pharmaceutical/plastic/mineral products
C24-C25 Manufacture of basic metals, fabricated metal products

C26 - C27 Manufacture of computers, electronic/optical products, electrical equipment

C28-C30,C33 Manufacture of machinery, motor vehicles, other transport equipment; repair/installation
D35 Electricity, gas, steam and air conditioning supply

E36-E39 Water supply, sewerage, waste management, remediation activities

F41-F43 Construction - Buildings, civil engineering, specialized construction activities

G45 - G47 Wholesale/Retail trade, repair of motor vehicles and motorcycles

H49 - H53 Transportation and storage - Land/pipelines, water, air; warehousing, postal/courier activities
J58-J60, C18 Publishing activities, programme production, music publishing, broadcasting, printing
J61-J63 Telecommunications, computer programming/consultancy, information service activities
K64 - K66 Financial and insurance activities

L68 Real estate activities

M69, M70, M73,N77 - N82

Legal/accounting activities, consultancy, advertising/market research, rental/employment/security activities, travel agency

M71, M72, M74, M75

Architectural/engineering/other professional activities, technical testing, scientific R&D, veterinary activities
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Q Q Q 95% (JB DEP R R e
279 | 1219 | 7.11| 11.67| 6.26| 9.76| 16.93 | [-3,74;28,13] (34,0) 0.57| 0.63|9=6,494x EBIT +750.256 0.72 | 2,874,716
751 1050 | 816 1052 | 6.75| 11.72 | 13.44 | [0,98;20,01] (10,1) -0.31| 0.41|9=6,286xEBIT +182.672 0.67 | 2,021,667
215| 892| 207| 829| 553| 7.83| 11.42|[-1,69;19,52](9,9) 1.19| 0.66 | §=6,374xEBIT +446.473 0.96 | 1,078,456
504 | 12.68 | 808 | 1220 | 7.93| 1146 | 17.26 | [3,15;22,21] (49,3) 0.52 | 0.54|9=9,943 x EBIT +209.791 0.87 | 1,547,640
531| 930| 629 873| 556 840 11.34|[3,79;14,80] (29,4) 119 | 0.57|9=4,675xEBIT +475.551 0.65| 1,908,705
483 1298 | 7.79| 12.56| 6.86 | 13.45| 18.16 | [1,52;24,43] (56,5) 0.32| 0.57|9=T7,819xEBIT +214.742 0.96 | 442,026
553 12.92 | 597 | 1283 | 5.64| 1456 | 1853 |[2,26;23,58] (72,5) 0.01| 0.58|9=11,037x EBIT +829.299 0.73 | 1,876,624
64| 12.86 | 623 | 13.20| 9.04 | 14.07 | 1835 |[-12,54;38,27] (8,3) -0.53 | 0.52|9=12,138xEBIT +699.592 0.95| 1,828,794
107 | 11.87 | 10.58 | 11.88 | 838 | 11.70 | 15.32 | [5,59;18,16] (16,4) 0.01| 0.32|9=9,239xEBIT +1.084.237 0.76 | 1,990,857
773 11.11| 6.04| 1045| 4.65| 9.34| 15.50 | [2,39;19,84] (84,9) 0.59 | 0.66|9=5,716 x EBIT +873.753 0.35| 2,324,211
998 | 10.12| 4.02| 930| 431 | 823| 14.64|[2,37;17,87](104,2) 0.87| 0.73|9=12,754 X EBIT - 331.541 0.94 | 2,734,425
44511052 | 0.83| 9.68| 6.40| 8.68| 14.03|[-0,26;21,30] (32,8) 1.00 | 0.67|9=8,134xEBIT +248.970 0.74 | 943,240
767 | 1222 731 | 1166 | 6.15| 9.79| 1819 |[2,77;21,67](94,2) 0.59 | 0.62|¥=8933xEBIT+123.891 0.97 | 1,069,546
1,132 | 1249 | 5.99| 12.03| 7.14| 10.29| 18.16 | [4,69;20,29] (133,2) 0.53| 0.61|9=11,710xEBIT +91.037 0.94 | 2,986,940
1,696 | 1150 | 2.23| 1093 | 575| 9.23| 1841 |[5,15;17,85](188,3) 0.60 | 0.66|9=6,720x EBIT +314.627 0.61 | 1,726,861
445 | 1647 | 12.74 | 16.64 | 13.36 | 15.75 | 21.26 | [8,87;24,07] (37,4) -0.18 | 0.36 | §=12,103 x EBIT + 634.351 0.73 | 1,775,215
950 | 11.51| 5.81| 1093 | 6.60| 942 | 16.40 |[3,99;19,04] (102,4) | 0.71| 0.62|y=17267xEBIT-123.283 0.96| 336,387
467 | 1477 | 896 | 1464 | 803 | 1297 | 22.01 |[1,43;28,10] (65,8) 0.19| 0.54|9=11,326xEBIT + 146.679 0.98 | 323,166
orward DEPV/EB ple orward EBIT Reg 0
Q Q Q 95% (JB DEP R R e
193| 839| 653| 807| 4.84| 7.95| 10.51|[3,06;13,71](17,9) 0.74 | 0.48|{=4,539 x EBIT + 1.435.747 0.98 | 3,279,343
97| 620| 451| 614 314| 6.12 9.18 | [1,55;10,86] (16,2) 0.15| 0.51|§=7,231 x EBIT - 248.044 0.74 | 1,642,004
204 952 617| 896 | 5.04| 7.33| 10.84][-2,31;21,35](21,2) 0.98| 0.64|y=4,752 x EBIT +810.831 0.93 | 1,463,402
886 | 88l| 580| 832| 528| 720 11.35|[4,89;12,72](75,5) 094 | 0.58|9=3,560xEBIT +1.474.277 0.86 | 7,508,897
424 | 566 106| 489| 326| 499| 6.15([0,31;11,02](284,4) 279 | 0.87|9=5,256xEBIT-31.216 0.94| 639,868
580 | 1091 | 694 991| 573| 914 1153 |[0,53;21,30] (52,1) 125| 0.68|9=6,140xEBIT +210.919 0.92| 542,853
617 | 10.12| 572 | 10.05| 4.23| 9.55| 16.18|[3,52;16,71] (96,4) 0.09| 0.59]|9=6988xEBIT+1.675.204 0.45| 3,102,483
43| 629| 032| 629| 616| 686| 7.16][0,57;12,00](1,0) -0.83 | 0.46|9=5,052xEBIT +1.473.440 0.88 | 3,621,177
113| 544 | 320| 4.89| 1.83| 3.88| 9.10][-0,99;11,87](9,6) 097 | 0.71|9=5277xEBIT +789.412 0.59 | 2,622,483
1,079 | 962| 488| 929| 454| 6.34| 16.76|[3,67;15,57] (166,3) 0.43| 0.68|9=9,403 x EBIT +384.892 0.38 | 2,652,309
1,084 | 829| 543| 7.60| 4.28| 7.49| 10.21|[4,60;11,98](64,2) 131 | 0.62|9=3,692xEBIT+1.879.667 0.89 | 7,543,196
365| 9.93| 7.86| 945| 569 | 934 11.39 |[4,62;15,24](25,9) 0.90 | 0.48|9=9,338xEBIT +400.017 0.91| 1,289,025
955 | 1122 7.99| 1024 | 584 | 9.02| 14.68|[4,29;18,15] (82,1) 1.15| 0.61|9=8,115xEBIT +186.400 0.98 | 948256
1,304 | 1156 | 8.17| 10.89 | 6.79 | 10.30 | 14.83|[6,37;16,76] (100,7) 091 | 0.56|9=9,583xEBIT +22.863 0.96 | 2,095,904
912 | 797 | 189 | 743 | 391 | 7.36 | 10.81 | [4,46;11,48](51,8) 099 | 0.61|9=8244xEBIT-169.413 0.83 | 1,605,349
531| 13.88| 812 | 14.10| 856 | 1545 | 1885 | [5,43;22,33] (65,4) -0.28 | 047 |9=15240xEBIT - 151.601 0.69 | 1,781,008
789 | 839| 580| 7.49| 474| 649| 1089 |[3,33;13,45] (61,1) 151 | 0.67|§=10,721x EBIT - 304.211 0.86| 741,565
821| 11.55| 7.84| 1162 | 6.37| 1244 | 15.63 | [6,85;16,26] (93,2) -0.05| 0.47|9=15,325xEBIT - 202.472 0.86 | 1,220,090
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News from IVSC

IVSC Perspectives Paper -
Deciphering Technology

The introduction of new technology often marks the be-
ginning of a new era: railroads, electrification, and com-
bustion engines produced momentous changes even
before the advent of the “digital revolution”. The current
wave of innovation is one of the factors behind the rise of
intangible assets, which now account for a larger propor-
tion of corporate assets than tangible ones.

Thistransformation towards moreintangible assets has had
profound effects on the valuation of assets and businesses
and isthe object of a current series of Perspective Papers by
the IVSC. Parts 1 and 2 of this series examine the “Case for
Realigning Reporting Standards with Modern Value Creati-
on” and focused on human capital. Part 3 examined brands
and reputation. In this latest paper, the fourth in the series,
IVSC looks at the topic of technology valuation.

You can read the paper, here: www.ivsc.org/perspecti-
ves-paper-deciphering-technology

Exploring Prudential Property
Value

The Basel Committee on Banking Supervision (BCBS)
introduced new requirements for real estate valuation
in the ,Standardized Credit Risk Assessment Appro-
ach’ (SCRA) after the global financial crisis.

The SCRA mandates prudently conservative valuati-
on criteria, excluding expectations of price increases
and adjusting for market sustainability over the loan‘s
life. These requirements are part of the ,Basel Ill Fra-
mework® and apply to large international banks since
January 2023.

While the European Union and the UK are planning
to implement ,Prudential Property Value* from Janu-
ary 2025, there is currently no agreed interpretation
or valuation methodology for this concept. The IVSC
is actively engaging with regulatory authorities and
stakeholders on Prudential Value and will keep stake-
holders informed of future developments.

In August, IVSC issued an article providing further information, available here.
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IVSC AGM 2023, Paris -
9-11 October

IVSC is delighted to be hosting its Annual General
Meeting (AGM) at Maison de la Chimie, situated in
the heart of Paris, from 9-11 October.

The IVSC AGM is a key annual event, uniting the
IVSC’s boards, working groups, trustees, and
member organisations from around the world.
Over the course of the three-day program, parti-
cipants will explore notable trends in valuation
and examine the development of international
standards. The schedule includes discussions
conducted by the IVSC’s Technical Standards and
Membership Boards and facilitates collaboration
among IVSC members through the Advisory Fo-
rum.

More information can be found, here: www.ivsc.
org/ivsc-agm-2023-9-11-october-paris.

back to the contents

ESG in Business Valuation
with AICPA & CIMA‘s Forensic
& Valuation Services Podcast

IVSC Technical Director, Alexander Aronsohn,
recently joined Nene Gianfala, CPA/ABV, ASA-BV/
IA on the AICPA & CIMA Forensic & Valuation Ser-
vices podcast to discuss the increasingly import-
ant topic of Environmental, Social, and Governan-
ce (ESG) in business valuations.

Inthis enlightening episode, Alexander explores:

« The implicit role ESG has played in IVSC's inter-
national valuation standards over the years.

« A retrospective look at IVSC’s past Perspective
Papers and survey findings on ESG considera-
tions.

« A preview into the new IVSC Exposure Draft that
specifically addresses ESG, making these consi-
derations more explicit for valuers

The episode provides invaluable insights into how the industry is shifting from implicit to explicit ESG considerations,
ensuring that valuation standards are not only market-relevant but also “fit for purpose”.

You can listen to the podcast, here: https://fvssection.libsyn.com/fvs/esg-highlights-from-the-ivsc

The European Business Valuation Magazine 3/2023
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News from EACVA

EACVA Comments on IVS Exposure Draft 2023

On 25 July 2023, EACVA commented on the Exposure Draft of the International
Valuation Standards (IVS), which will be effective from 2024.

In addition to various comments on formal corrections and improved rigour, a key
comment was the planned introduction of the term ,valuation risk“ with the follo-
wing definition ,The risk that the resultant value is not appropriate for its intended

«

use.

EACVA has strongly recommended the use of the term ,Valuation Deficiencies® instead of the term ,Valuation Risk"
with the following definition: ,Individual or organisational deficiencies that result in a value that is not appropriate for
its intended use®. The background to this is that in business valuation and many other disciplines, the term risk is not
understood asincorrect data or model application due to a lack of competence, but as a negative deviation (downside
risk) or a positive/negative deviation from an expected value.

EACVA‘s Live Web Seminar:
Start-Up Valuation

- Analysis and Valuation of Young and
Innovative Business Models -

On Wednesday, 15 November 2023 (14:00 -
16:15 (CET)) EACVA will host a live web semi-
nar on the valuation of start-ups and young
innovative companies, where you will learn
about the necessary analytical steps, com-
mon techniques and approaches for the
valuation of start-ups and innovative busi-
ness models. Several practical examples and
cases will complement the presentation.

How you will benefit: After completing this

web seminar, you will be able to apply proper

fundamental analysis techniques to different

start-up cases, to approach the valuation problem with appropriate techniques and to deal with the often huge uncer-
tainty that exists in early stage business models.

Content:

« Fundamentals of start-up companies analysis

« Specific challenges in understanding young business models (drivers, failures)
« Approaching data-driven companies

« Valuation techniques, approaches and special cases

. Typical pitfalls in valuing start-up companies

Speaker: Prof. Dr. Matthias Meitner, CFA, Managing Partner at VALUESQUE; Professor for Finance, Accounting & Bu-
siness Valuation, International School of Management (ISM) in Munich, Germany; Chair of the Centre for Business
Values, International School of Management (ISM); Head of the Expert Network ,Equity Valuation and Analysis® of the
CFA Society Germany; Member of the Capital Market Advisory Committee (CMAC) of the IFRS Foundation; Member of
the EU-linked European Financial Reporting Advisory Group (EFRAG) User Panel. » Learn more and register...
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EACVA‘s 16" Annual International
Business Valuation Conference

30 November and 1 December 2023 | Berlin

We cordially invite you to attend our International Business Valua-
tion Conference, which has become established as one of Europe’s
leading international valuation congresses, providing an exciting
learning opportunity to hear from some of the most renowned
speakers in the field of business valuation, and offering the most
valuable continuing professional education and networking op-
portunities for the business valuation and consulting industry.

Highlights include:
+ A varied conference program featuring 2 keynotes and 23,
parallel sessions
« Current business valuation topics
+ 32 of the most renowned speakers taking the conference stage to share their knowledge with you
+ Networking Dinner and MAD MAGIC Show at the magnificent WINTERGARTEN Varieté Berlin theatre
+ Excellent opportunities to expand your professional network and share experiences and challenges, exchange
ideas and best practices and much more...
Early bird discount until 30 September 2023 » register now: www.ValuationConference.de

Around the Valuation World (AVW) International

To keep our members up to date on industry trends and updates for the business valuation profession on interna-
tional valuation issues from leading business valuation experts, the Global Association of Certified Valuators and
Analysts (GACVA) launched a new exclusive member benefit Around the Valuation World International in January
2021.

Themonthly livewebcastseriesisfreetoviewforallmembersworldwide, sotheycan be confidentthattheirknowled-
geiscurrentand accurate at all times. AVWI is designed for business valuation and financial litigation practitioners
who wish to advance their skill set and remain current with trends and activities in the financial consulting niches.
The webcast is hosted by chapter leaders from Europe (Wolfgang Kniest, CVA | EACVA), Canada (Andrew Neuman,
CPA, CA, CFE, CA.IFA, CFF, CVA) and India (Pratik Shah, CVA | ACVA). They interview and engage in technical dialogue
with the experts during the live webcast and moderate questions from participants.

Upcoming dates:

« October 23,2023

« November 20, 2023: Do You Really Know Your Cost of Capital? With Prof. Peter Nyberg, D.Sc. (Econ.)
« December 11, 2023

» Learn more about AVWI and other benefits of EACVA membership.
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IVSC Members Introduce Themselves:

ICAEW, the Institute of Chartered Accountants
inEngland and Wales, provides qualifications
and professional development; shares
knowledge, insight,and technical expertise;
and protects the quality and integrity of
the accountancy and finance profession.
Together, we support, develop, and promote
the role of chartered accountants as trusted
business leaders, difference makers and
advisers.

Explain in one sentence what your organisation/
association does.

ICAEW is a global professional body for chartered
accountants, representing more than 200,000 members
and students around the world.

Please tell us about your member structure!
ICAEW has a long history of serving the public interest
and we continue to work with governments, regulators
and business leaders globally. And, as a world-leading
improvement regulator, we supervise and monitor around
12,000 firms, holding them, and all ICAEW members
and students, to the highest standards of professional
competency and conduct.

What are your member benefits?

We promote inclusivity, diversity and fairness and we give
talented professionals the skills and values they need to
build resilient businesses, economies, and societies, while
ensuring our planet’s resources are managed sustainably.

Ourpremium qualification sets members apartasa member
of a highly influential and respected professional body.
ICAEW members gain access to world-leading information
resources, technical guidance, member offers and
discounts, advisory services and local member networks.

ICAEW is a founding member of Chartered Accountants
Worldwide (CAW), a global family that connects over 1.8m
chartered accountants and students in more than 190
countries. Together, we support, develop, and promote
the role of chartered accountants as trusted business
leaders, difference makers and advisers.

What are the most challenging valuation topics
for your members right now?

We currently have over 8,000 members as part of our
Valuation Community. For those undertaking valuations
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for financial reporting purposes, ESG (environmental,
social and governance) factors are often raised by
reviewers. It is our experience that there is, as still no
settled practice in this area and there is uncertainty as to
any impact upon risk or cash flows. For other members
there are increasing challenges in the valuation of
complex share classes, which are often used to provide
incentives to management.

What (other) valuation standards do your members
follow?

Inadditionto1VS2022,ourmemberswith aninternational
practice are aware of uniform standards of professional
appraisal practice (USPAP) in the USA, and its equivalent
in Canada as issued by the CBV, together with the related
bridging documents.

Guidanceissued by The Appraisal Foundation on specific
valuation areas also has persuasive force for many of our
members.

Why are you a member with IVSC?

We see the IVSC as the body which is filling the vacuum
in respect of valuation standards worldwide. We
consider the development of international valuation
standards to be a very valuable initiative in the same
way that international accounting standards have done
a great deal both to harmonise and to raise standards
internationally. ICAEW is an international body and some
of our members have a global reach. We are therefore
very supportive of international harmonisation. «
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