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Equity Investment Management: Foundation and Evaluation

Day1

Overview of Equity Investment Management

* |ntroduction and Overview of the Programme- Frances Gerhold, Global Head of Investment
Specialists (International Equity Group)

® Equity s an Asset Class
¢ Equity Asset Management Approaches
¢ Equity Funds: Performance Evaluation

® Macrosconomic Analysis

Day2

Financial Analysis for Equity
® Review of Equity Market News and Overview of Day 2
® Sector Analysis

#® Financial Statement Analysis

Day 3

Equity Valuation and Behavioural Factors

& Review of Equity Market News and Overview of Day 3
® Equity Valuation Approaches

¢ |mpact of Behavioural Factors on Equity Decisions

Day4-AM

Integrating ESG into Equity Analysis
® Review of Equity Market News and Overview of Day 4
¢ |ntegrating ESG into Equity Analysis and Valuation

#® Closing Session and Prize Awards

Day 4-PM

J.P. Mogan Asset Management, Bringing Equities to Life

® Macro Outlook - Sven Anders, Investment Specialist (US Equity Group)

® Equity Research in Practice - Bilquis Ahmed, Research Analyst (International Equity Group)

¢ The Realities of ESG Integration - Andy Robbens, Investment Specialist (International Equity Group)

#® Climate Changing the Face of Equities- Amit Parmar, Investment Specialist (International Equity Group)

® The Future of Emerging Markets - Dennis Eldridge, Investment Specialist (Emerging Markets & Asia
Pacific Equities Team)

Day 5

Bringing Equities to Life continued
¢ Thematic Investing st JPMAM - Hanna Bach Nielsen, Investment Specialist (Beta Strategies)
¢ Al Across the Market and at JPMAM - Pavel Shokhirev and Edward Ralph, AWM Data & Analytics Team

® (Generational Perspectives Training - Bhavika Sachania, Client Skills Team
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Performance of “Magnificent 7” stocks in S&P 500* Earnings growth
Indexed to 100 on 1/1/2021, price retum Proforma EPS, y/y
60% |
= ' 1 60% W Vag7
Returns 21 '22 23 YTD'24 50% ag
o o o o . S&P 500 ex-Mag 7
S&P 500 2% %% 4%  21% A% ; % 35% | 9
s00 ||S8P 50 ex-Mag7 1% 8% 8% 1% ) 31% 3
Magnificent 7 W% A% T8% 3% 0% 0% 21%
Share of retums™  33% 56% 63% 45% 20% | H3%
9% |
10% ’ 49 | 6%
0% j
0% A% o2 o
0% 1-14% |

2022 2023 2024F3 1Q24  2Q24  3Q24F  4Q24F

Profit margins

Quarterly eamings/sales
25%

Wl Mag7
Il S&P 500ex-Mag 7 2Q24:
20% 23.5%
15%
2Q24:
10% 8.5%
5%
2 99 93 24 4020 2Q21  4Q21 2022 4Q22 2023 4Q23 2024
=y N .
ERIAE - J.P. Morgan
= — T N7 = >4 =1 iR
B~ FEE 500 FE B AR EL A E ST T R EF T
P/E ratio of the top 10 and remaining stocks in the S&P 500 | Weight of the top 10 stocks in the S&P 500
Next 12 months, 1996 - present % of market capitalization of the S&P 500
49x 40%
Current Average  %of avg. 260 Sep. 30, 2024 35.8%
Top 10 30.5x 20.5x 149% o
44y Remaining stocks ~ 18.4x 15.7x 117% 300
S&P 500 21.5x 16.6x 130%
28%
0% 24%
20%
34x 16%
12% F————————————
‘96 '98 '00 '02 '04 '06 '08 0 12 14 "6 18 20 22 24
29x . P
Economic concentration in the S&P 500
% of S&P 500 metric, 2024
24x 50%
4% M Top 10
40%
19x
30% 26% 24%
0,
20% 18% 139
14x ’ 1%
10%
0x — , 0%
p | P . P | \ . . . f . P " . R&D Free Cash  Operating Capex Sales Employees
96 '98 '00 '02 '04 '06 '08 "0 12 14 '16 18 20 22 24 Expense Flow Iheome

ERIRE ¢ T.P. Morgan



“ NEEEADRER G RS

ATLEZAD B EG RS ARER] £ N e SR m &fd
B8~ BRI HUAE (5 > AT (AD) AR A& - S
Fo—(EVBAERIRHS AT EAR B B B A FIRASG T A LRSS
Ao T HAE Ry — TR E ERERETT > HAl A LS RIS R 0 =K
B ESE N TR AD ~ AlEUATEE (Generative AD)FIEAANTLEE
(AGI) ° H& A TEZRADREARER 1997 5 5 H IBM HJZEE: (Deep Blue)
B B B P AR T FUR R RIS R Ryt i - HE I S8 I 2 S —He i
AR A o

HE N TS EEREF - EEMRER T - AR 5 E#1{EF
SR I AR S B B RO A T S AR Y FEUHT - Bt (e R F R o -
CXEWNERSE - vsitesy LT EFEREIIVYIES E N DL SeE ok S Sl =R D)
W BIanscy ~ EEAEER - 1] SR B SRR S ~ IS
5y HABE R PRGN ERBREREHEREN - BHALES

(AGI) RUmoRFASEHZR - (EH RPN ZRE - NHIIRE ERYRIRHE
FARERTHINIED BRI R RIS R R PRI 3R AT e HFR A - 1 28R
HAE Ryt e 2/ DR AL -

FIHmT R L - N SRR SCE A M - 2B EHEAR
SRR RESE N - AR R V5 T B D T KR Rl - R B S
FRBBENRIEIER, > Nvidia FVER O R EWCRIEY & » TTEHER
AT S 2B 7 — % - w5 - s HE A TR 2R
FEHEEN L B ImSE AT TR & » a4 IR Er P T toRad A\ TS
KB HESRTTHY SR - EFEDHEE YRR > SERATFEE Copilot »
TR S AR AREY 10-20 (ESSTTHYEUL - BEPR N T A SR SR B Ot
{5 H A REEE L TARAVE AL Tz 2 DLAEE AR BB ERER
FYAIES . BIE AR RIRHT Y [l R BT L 500 5B ERy (E ik
| ESREFOAM > Hopa — SN SRR G N R A I R
BERNEERES R B T B A Al A 5 - N TR IR VAR SRR - MR E
WACECRHUMES - AT > B E R IR BRI AR - WRANTEAL
B AR RS NVE e R BTS2 BB R A F S L2

8



FANTEEHERA > tEAHEHEMERRICEREN I EEREMESE

AZ W% -

[ =

ARARIRF AR B RIR

Dot com stock  Status

PIE at dot com Return since dot

peak com peak

Microsoft Survived 50.9x 1178%
Cisco Survived 105.4x -8%
Intel Survived 39.6x -16%
Oracle Survived 103.9x 289%
IBM Survived 23.9x 178%
#:gﬁnglogies Merged 139 )
Nortel Networks ~ Bankrupt 87.6x

S&P 500 - 22.6x 458%

ERIACE 1. P. Morgan

VY ~ MR

Return of largest seven dot com stocks vs. S&P 500
Total return index level, rebased to 100 in March 2000
1,400

1,200

1,000

800

600

400

200

0 '_ 1 T T 1 I T T T T T
01 '03 '05 ‘07 '03 "1 "3 15 "7 "9 21 23

® Microsoft @ S&P 500 * Other dot com stocks

UK employment by industry
% of total employment

Education and health

Retail and wholesale trade
Manufacturing

Professional, scientific & technical
Business admin & support services
Accommodation and food services
Construction

Public administration

Information & communication
Finance & insurance

Agriculture, mining and utilities
Real estate

Other

ERIRJE ¢ T.P. Morgan

10 15 20 25
@ Less exposure to Al automation @ More exposure to Al automation
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HI(GEER B BT R 2017 G356 ETF fF 2 [E S TG HIGEE R 20%
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ETF BRI B ATA B4 > ETF A5 HE—ERETA - EAMEUATE
IBHERIERAY > 15 ERE ETF o] DUk & ST E IR E 5 - (EEh=\iE
BUEHET LEhVE BERHE - HIRR B X255y B (1) eE BN - FEGHEE
TIBHURFET S - SRR E RS - BB K YR SRR - (2)#
B EHGEERE -ETF AN BB RS AR E B BIAIRSE ~ (B 27 Bipsan ©
(3) AL -ETF RS ARSI AR > GIAnBa i e e P

A

HETME5M ETF F2 045 = K38 « #58h=C ETF(Passive) ~ Smart HA
ETF(Smart Beta)fIE#E= ETF(Active) °

(—)#Eh3\ ETF (Passive) * & HERZIEHER E i e BHIZRH - fl40
R 500 FEEER MSCT =Bkf5%L - EREAIHY ETF £/ gedh=VE Bl - Bl
R IRIE B T R EEBIRC B B & A LB TR SR o s 1
HABBRBE ARSI T

BRS¢
(1) pRAEER © #eEhUE BN - BE BAREEEREH -
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(3) B\ oy HL - AEHEZ TT BTSRRI LIERUr BB R -
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() Smart Elftr ETF(Smart Beta) : /M iA#tEh=R, ETF 1 &= ETF >~
> EERARSHEAE SRS R S B A2 > DUBS K ESR TS e 8y
Wt o B0—2L Smart EA ETF MRS EAVEE - BhsE st B R E R Z A
FERGEE o EERRELRIES =0T ¢

{EERG -

(1)U 8 78 - Smar t B LA R AN SRl AR B SR A T 5 I s =

(2) R AT T2 Smart H MR E TREEEL R 2 R A R A S8 il J e

R -
(1) EAREL S ¢ Smart HA ETF HYEEE AEH S #@Eh=( ETF -

(2) MG AEBHEHE © Smart H M ETF AYREE SRS AT REH R 4
(=) EF ETF(Active) * (HEFENEASEHE N THEEREHES > B
BT S HI S > AR IR e R i & - HARGRRERIRY ]

AT

(B -
(HUE IiE « HEENASSE NER - BAREEET] -

()& © ZEha\ ETF 7] DURIER 17558 b8 S R R o -
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(2) RES BT R © EE)= ETF VR &R IR =

EFHAI ETF ZHTH2K ETF A S iy s4s & 7 E A
BRI ETF &5tAU(ER: > Rie & Eieft T &SR » {RIR Google =5
AR - AT LA ETF RSB R 1 98% » S22 5 4
SR F BN ETF HYBGEEAR By ETF 2 SERY San s - 2023 2K FH)=( ETF
E’J%‘}X%ﬁfii‘ﬁfﬁ% 0.7 Jk=7T - THETE] 2030 FRFEF] 4.5 kT > BEF
PSR EE 51% -

&l 71~ EFh ETF ke

Index vs. Active (% of total ETFs by product count) Last 12m ETFs launched
Passive mActive US Total ETFs launched
100%
90%
80%
70% - 3%
60% i
= Active = Passive
50%
5,090 ETFs
40% UCITS Total ETFs launched
30%
20%
10%
0% 88%

2008 2010 2012 2014 2016 2018 2020 2022 Jun-24
= Active = Passive

Source: Momingstar, Bloomberg as of 30 June 2024. US and UCITS ETFs only.

ERIACE  T.P. Morgan

T EH ETF &K 7 ETF 45H0VIERS - Bl HEHE - SHomsEste - TEE
A ~ BETE M DA AT Tl 2 1B %S  $EE & 7] DAGE A 84U ETF BUAER 7Y
=R E - DAsoRE S Ay 7Bk © F8hAY ETF /] DURHEEIHT Tx:é?%
B o FlanFE #5850 ETF(Enhanced Index ETF) » 45& 1 FEVEE A EI=
FEEAESS » A AR BN R — ﬂx’%"%ﬁﬁhﬂf%iﬁﬁﬂifﬂ\ FHiEEE T
EhE Y T TSR - (B E TS E RS RS 0. 5P B2
2 o ﬁilﬂ:@%mﬁ@E%ﬁ?ﬁ?ﬂ”(/&lpha)?\_m B e ER 2= e 0
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Information Ratio({#&H44CH A ER REE B ERT KNG
- Alpha/tracking error)#X S E SN -

fe 8% 5% ETF(Enhanced Index ETF)#%&& %RH& 53 & Stock-based
strategy M Synthetic strategy WifdE  Stock-based strategy i HY S
RSB G N EBER T (EBA R PP R R IR - I
BEIELRFAERL - 10 Synthetic strategy RUEMBSLTAMER andEr THR(E > B

sm D EIREFF A 2 00 f 22 GHEN AL - A B e B 40 & 18 BV Y 2 it 2H B
(Alpha) » J.P. Morgan Ff$g H 2 W} 72 1% 5 §i5 1 &Y (REI)ETF(Research
Enhanced Index ETFs) » EIf@}> Stock-based strategy » #%E4#% J .P. Morgan
TEEWFE B BT A BN AR T f# > SRR BRI EESN - [
FVNRE A H AR BRI -

[N~ HFerg s (RED) ETF A& SHs

A core building block and a relatively attractive alternative to passive that seeks positive Alpha at low Tracking Error

y Active Manager
. 2%
) Neutralize
Active stock
B macro/style
selection !
biases
£
S
| B
ESG Alph ilg"
| o
: : pha €8
integration generation u Enhanced @
i Index Fund
High 0%
. . - 9, o o, o )
information Attractive fees 0% 1% % 8% %
i Tracking Error
ratio S
Risk
JPMAM defines ESG integration as the systematic inclusion of financially material ESG factors (alongside other relevant factors) in investment analysis and investment decisions. In actively managed assets
deemed by J.P. Morgan Asset Management to be ESG under our process, we assess financially material ESG factors amongst other factors in our investment decisions
with the goals of managing risk and |mpr0v|ng \ong term remms ESG integration does not change a strategy’s investment objective, exclude specific types of companies or constrain a strategy’s investable
universe. ESG factors mav not be considered for each and every investment decision.

ERIRE ¢ T.P. Morgan

PO ~ Equity Investment Management : 2E53Hr

IR R R B EENR BT E B FERE S HAE
HHESRETREN RS > DR ITIERR =B AT B ALt
(g - BAL T (RS (SR SR A B S, - ISR B AR SR r IR
BT > BIAITTSRENRS ~ Wi FfE ~ iR R E B - LU —2
MBI TA
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O)IEEHRZE + ACEERE - AET0 - EEE - 25707 - #BER
oL HEEEE - FI AN E R bR SR SR R A
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ar AR ] AR B R oK -

() RHEREZ © AT - HEARA - Bt s - (B (LR -
AR - FHE PR R T G SIS T SE
{17 B A B o B -

(S)EHEAZE - RIEZL - BAER - WMED5H: - BEYIaH - 75
GRS > (ETEBEEREEMAYEIE > IR AGEE R D H
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(6)VAENRZR * 55104 ~ HEBEIREE ~ MEERE - BIRE -
BE O REENNE BRI RE G AR ERA - SR

14



K AP -

&+~ PESTEL 4347 /&

Application of PESTEL

1.Operating Impact (positive, negative, unknown)

2 Timeframe (short-term, long-term)
3.Frequency (increasing, decreasing, unchanged or unknown)
4 Significance (critical, important, unimportant, or unknown)

Government policy, political stability, corruption, foreign trade policy and
Political issues intervention, tax policy, labor laws, trade restrictions, corporate takeover
interventions; individual or sector wide government support

Economic growth/GDP trends, business cycle, interest rates, exchange rates,
inflation rates, unemployment rates, money supply, availability of credit, disposable
income, energy availability and cost, housing market

. . Population growth rate, average age, life expectancy, income distribution, level of
s Ih-l ' N r - ,‘ " ) L]

S cqiucation and healthcare, mebility, lifestyle cuftural barriers
Government spending on R&D, technology incentives, level of innovation, new
Technological issues discoveries, industry focus on technological developments, automation, speed of
technology transfer; obsolescence rates, technological awareness

Climate and dimate change, weather, geographical location, environmental policies,
environmental offset, pressure from non-governmental organizations (NGOs)

Environmental issues

Consumer protection laws, health and safety regulations/legislation, employment
Legal issues laws, copynight and patents laws, discrimination laws, environmental protection,
financial reporting laws, corporate governance and anti-trust laws

ERIFE © T.P. Morgan

PESTEL 73 #rHEZR B ERIE HI2P B3 fR e iRIB (SR AR T T3 R 25
T E B SR A R R N R WaPEZ N R Z 1B ~ A E s
P e BN RS EE R RIFEEARA SHEEY
PERIEIE NN ~ B ~ PREFAZEGEAEE © PESTEL S AT HIESSER?
fEft = mTERY A I R BRERET B S ATHE MR RS TR 2
ST RERIAEG B SRR A S R S M R R L -
PESTEL 3 £ - A FE T NS HE EARTAR - 5540 778
BRI EAEEIE IRRREE I R > U A BARER
M FEGS S HMOR A > AR E BIHEAYAR -

()RR
ZET] ORRFBURAT 1979 SRR LR 2R K Rrel B BTG E
SERIEEH 5 R FER T (competitive force) FLREIRE » 47
AE  TEIEEATE - B - B - LER - AT RE - IET)

15



B EAGKOREN - IE— G ARG SUR 2 - A2 6
wVIR BN FIRB R P R AER BRI - (LA T E AV AT AE
5 [ BB B AT -

(HIFAEBFE (Rivalry Among Existing Competitors) : FHEE
NIRA B MRV FEE - REEETES  HEERE
Do AR FIREERR s K2 WREESEPEK  BHPFEHE
% RIS FoaE s o

(2)7EATH#E A (Threat of New Entrants ) : f5Hr{3EiE A 2R
AIREMEAIEESS - REFEE NS S  fIUFRERENESK
A~ Bl PG = BN B E B AIVB R A ARG RN
=z NSRESEAEARESRR - RIVEEE A ENEEECK -

(3)EfL5L (Threat of Substitute Products or Services): #5
Hofth e 2 2 o B S P A A E A B AR S » 415R
BAmAVE R - MRE A ECE 58S R UamAY B
K K2 RS [ R - AP AmAEE T )s -

(4)fLiERsEEEaEY) (Bargaining Power of Suppliers): f5HLFE
R A NNV ERE ST - MEREIERETE S - Einsk
7= BRI S R A s - AL IERGHY SR ERE 58 5 &
Z o WIS AL FERGHVERERE J1ETT - AlRE T DUBB EAFIAER
(L -

(5)E F#%(EAE )] (Bargaining Power of Buyers): f5E ¥ E
ENPENRERS - OREHEFES - EmsisiEdE (b
P2 e B A - RIS JTAVER(ERE s ¢ K2 WIRE
TTHIERERE 5T - Al ZE ] DUETS B S iV e R s (EE -
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power internal
rivalry

Product substitution

ERIACE 1. P. Morgan

s B RPN RIR S bR TR B R BIHY TR T
B BEMELITINE | ERERERS > HHZERR - BpsEH
R iR LS - R DU R bR e E =Y
IR > SR AR EERA RS - R EESHEE
A RE R MG VRS > SRS ARG - SREED
ARHESE > AR TE SRS - e AR, - 3 n] LA
RIS EE SR N B SR > A (5] B3 8 TRl © [ fERpieAs
DU (RAVERS FR AL Sn s - W5 [{EAS SRR RS » B fnre 22
{esels it AR A AL B TR e R E R BRI RR K
S E S AR E - (236 ] DUE S s 8 TRIES 5585 - filE
PP ISR TR © ] OB A AT VB AR, LA
e ABESR - seTt (b SRAVEEF NI B AIRE

AL R A BRI BEE - ARSI > FE R
WIS - BIZIUCA ~ AR ~ R ~ B ~ BENERERE - DIrHdRsRaY
FAIRES] ~ MBI 0 - U2 — S EHEL o LA ¢

()W BRI
MBS ERR AT B R BRI ~ &OE B AR S BV B T
L BHICES - EEANEAMAHERE S TR ARNEELE
TES > WA EEAVRER - B ERR I TR ESE = KA
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B

HFRIER - WIEEAER (Balance Sheet ) KM Efri EIE R
BERIA IO » BEIFEHIEARVEE - RIEN A ENR RS B
# (Income Statement ) HUR{EZEIEFTE RNV SR - 5
A ~ BCARIFE 5 BeiEF (Cash Flow Statement ) SC#%
EERE M AR SR ARDR Y > EiE&ETEE) ~ fe& S8
ELEHEENRERE -

HEPAV B e N e s TRl ERg s i (B g st R BT EN & PR
[FEIER B — (DR - GatEl=g S s A MR AT SE
HEPR AT &G s HEAILER - IR ER Z2aCst R & B RIS
R EE AR BE S - AR B F A S 8 (B
AT AR A BRI E B - PIAIFE I TR R
S THIE B EU AR ATV » DA AEEIRSREE » o0 BrEm Al €
o0 PR EE R Y FIEHEARE - 5140 EBITDA 2 B 4730 S LA 20T Lo B
HIRETT > AEHIFRIELE T TR B B AR & - A T & R (E R
sTEE R EEM AR T E - DURAERAIRERC » 11 74T
RRI S REE B SEARENE - EERE N EESRE -

-

-

aTRRRA R AT 1A

Accountant’s View of the World

Income Statement Statement of Financial Position Statement of Cash Flows
Sales X Non-Current Assets EBIT X
COGSs (x) Intangibles X Non cash adj X
Gross Profit X PPE X
SGA (x) Pension asset X Working capital adj x/(x)
Operating Profit X Tax assets X
Interest (x) x“ Interest paid
EBT X Current Assets Tax paid
Tax (x) Inventory X CFO x/(x)
Net Income Receivables X Other
Cash b Net CapEx
Other Comprehensive Income Other b CFl x/(x)
Some elements of: X Dividends paid
FX Current Liabilities Debt issue/repaid
Pensions etc X Payables (x) Equity issue/repaid
X Other (x) Other
(9 . | CFF x/(x)
Statement of Changes in Equity Non-current Liabilities Opening cash x/(x)
Transactions with owners Debt (x) Mavement
Dividends efc X Pension liability (x) Closing cash x/(x)
X Lease liability (x)
(@] L |
Equity
Share capital (x)
Retained eamnings (x)
Other reserves (x)
(&3] E |

BRI

- J.P. Morgan
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[+~ S ATRREA R AT

Analysts’ View of the World

Performance Statement

Statement of Financial Position

Statement of Cash Flows

Sales X Non-Current Assets EBIT X
Costs (COGS & SGA) (x) Intangibles X DA X
EBITDA X om ] PPE_ .3 X EBITDA N
DA (x) ¢ Pension asset X Waorking capital adj X/(X)
EBIT (Op profit) X Tax assels xn X
Interest (x) X Interest paid
EBT x Current Assets Tax paid
Tax (x) Inventory X CFO x/(x)
Net Income X Receivables X Other
Non recurring items X ar (x) A Cash X Net CapEx
Net Income per report X Other X CFI x/(x)
X Dividends paid
Other Movements: Current Liabilities Debt issuefrepaid
Dividend etc (x) Payables (x) Equity issue/repaid
Ret Earnings Mov't X Other (x)ﬁ Other
x) CFF x/(x)
Non-current Liabilities Opening cash x/(x)
Debt (x)|dh Movement
Pension liability (x)A Closing cash x/(x)
Lease liability (x)ﬁ
(x)
Equity
Share capital (x)
Retained eamings (x)
Other resenes (x)
[E3] E |
=R N .
ERIJR 1 TP, Morgan

() B&ERE

IS S e 2 ST A S ARSI S L EE BRI R B T 1
R BANRHIZ AR ERIA B /K> RV B aEimaE S A
BRI SEATE BRA  Tem B2 AR > W s R A D TR
REJT - RNV EEATR EZ 0 REH BB R & W AE - (HF
EeERUMERITE - #TEFE > AR FRE AR I
FELENHIRNEEAR S - i E s ERAUARERANEAR - &
EHENREGRE  HEREAFEZMHE > A EEAEZD]
BR o AE MR SRAVIA PSRty - B PR P N 5 E AR -

(1) B{EEEFR (Debt /Equi ty)  BURK Rz I A S B ERE R
FEIAHE LR -

()P ERMEZSEE2S(Equity/Total Assets) : XA RMEZS B LD
=2 B2a N s AR EETEZ/ VLA EECREREEE S
a] DL AR T A B S HE S B SRR -

(3 BEFRHILEE ZE 2 (Debt / (Debt+Equity)) : AL EEE(E4

19



HERIEEG] - B E SRS R bRy S E AT -

(4) (FEBH R AR AT TE BN ATF LR (Debt /Bbi tda) * FZMREARSE
FIFIRE TIEIARARIEHS LS (T RE ST - BBk EERE IR E
THETE ©

(5)FH & 78 B 1% (7 75 % & # 3 & i tL & (Lease adjusted
Debt /FFO) * ¥ 0o 13 DUAH S AYA RS S (RELE - DIOKHES St
TRSEAIA S U 7KF -

B+ — - Bl EER

Funding Structure — ‘Taking the Temperature’

& Relative levels of debt
/ « Debt / Equity

7/ « Equity / Total Assets

* Debt/ (Debt + Equity)

+ Debt / EBITDA

* Lease adjusted Debt / FFO

ERIASE  T.P. Morgan

TRSE B4 LT R AT B — SR WS PR B
HERRIR NS © MR A O EGR S HERE L GathiEAs
R SR E B PRI SRR A S ¢ SRATEGERL
BIE S S)INISE SEAEY.liRiioe Sl W) s sachi L o p/ R EFa g o
PREUERTED(E - R TSN g R AU (B A S e (R (RS Tk
{5 FIELZHA(CDS) AR B (R E A SIS M FEREE
TEFHABLNFVBERE LR e B - 2w -
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.~ Equity Investment Management @ RREE& e A

W SR F Ry B AR — T > HAERAE R B B SR SR ~ RS A SR B

B R eI RAVVET] - i ESEE N A FEEE LS AFER
Hx%%ﬁ IR f 8 > (EAERE N Z B RIS FIER & E - MACEREEH
Tt (EE R  BEH R S MNZ - B fLIE B JEba K Z AE
IR - BORIEEE B E 2 ik ~ FERNRRICE AT

(—) BeER L dn A
A A I s B A A (B (B R R B S B T R ]
REXRH TS - IEAEAE I o] Loy Ry S (EIFS B2 > DU 2R SR A dn 8 ]
Y E S ES

() EISEFEEZ (Startup Stage) * fEE(EEE: - AFER LN - 12
HRFE 2N B A S e Y BT )20 S Fee Bl B > ey > (E[RIRfAD
AEEAVERET] - L — B LR SR A] AE G IR R = YA
HEENE > REEEEEAIR L

(2) R EPEE: (Growth Stage) @ AFIFHMAIEEN & » K EEZ M
R WA R PR - 2R R EE BT RIS -
AP PEE AT B PE B ARG EE T - HATE A SE EAEAY B0k - [
WA E A 1] R AL ECE A B & AR ST i (1P0) »
—AE NI AR TS TR E

(3)ERFPEE: (Maturity Stage) : AFMET S EEEEITERREY
Hfr o S RERERER - S IERRE - IR > IEAEEE &
PEE R PAR - MG MM ENRE. » A FIHE SR KE
EfEFNS - EEHGA ERAES R E AN EERE
REFRERER B -

(H)FERFEEL (Decline Stage) : B AR KB/ EGs FINE] -

NEIRWARIE AR T8 > BCEERSATRES MF > REHH]

REHIERE AR A i Re G TEE A B E B2 TER
EIRNEASGE - AF TREE S - &0F > SN RN EE
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NERIER - Il - ISR ARG R - IR GIRIR A EIHE
IR SRR m -

[+~ RS A A

Lifecycle of Equity

Individual value is influenced by growth and stage in lifecycle

1
‘ + Secondary

+IPO debt offering

+ Convertible

debt / .\ \
Private / . \
equity / ) Maturity . \

Growth Decline

- £ » -

Venture capital /
|
Startup /
< ] >

"

Inventions Development Growth Shake-Qut Maturity ~ Over-supply Decline Disappearance

BERIAE ¢ TP, Morgan

() REEAR TR EE AR s 2
R A %L (Price-to-Earnings ratio, PE ratio) B[R~
MIEZF VIR - T 2R R F A AL (E s 2

(DFZ A - Raabb TR © FIR EAH IS ESRARER @ £
AIME S RCAIE N - ARV BRI FTRE &R ) - 18T s B (A
RTHE  BERCEAEE IR « A - TR EFAIRES
EEWmEE (AES) REEENOE > R EE IS
W& TG E R T B THER T - A
AL -

()RR - AZeEE BEFF - EFERT R - SR ERHIRARE
& TREAEZECETIERNIEE - B e R AR E A
o EMIETHIE - FEBAERR FEVERL T - BEedeaEE
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HEER T (EERE TSR E ARG > &&H A
REEHE RIS DAsOR S Ry [ - fEEIRE Bk - TR iR A
tE

Bk

() REERRAYZEE © A bE ] LB TR SRR AR S TR E
EAER TR > BEIRR (R ZRITERARAS] ERAAIER) 5
EEWEARH R (IR SRR E miE ER I E
EHERYR - AL > EFRETF - RASHERAERE N > BE
AREG AL N - ARG EERE( -

(OTTFEZER © AENTTSEE RS HHIREEAR - SEEA
& (ARHIAE]D) BURREABEREON » NEE R AR
BB > FIR ETHR AT RE G 2B E > (EIMEEL
HARZREE N - DHERAITSE (WAMERSOHE LA E]) AIEE
BN ZRRE TR - NRESITENF RERRE - &K
N > INIEAERFFRERET | A fedEFri = Y AR - ML
RAFEREE RGN R - HAFENEZ R E - BIEESH
RIGEL N A EIARZREETR AT R B H A 30 B ZARp 2 -

&= ~ AL B A

Phase 1 Phase 2 Phase 3 Phase 4

Interest rates Interest Earnings Interest rates
fall rates rise rise
rise
P/E Expands
P/E P/E Stable Earnings
Falls Fall
Equity
Equity market market Market rises Market falls
re-rated de-rated
Recovery Growth Growth Growth Peaks

ERIRJE ¢ T.P. Morgan
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(=) B R BB R RR Z il (4
(28 A A 7 8 (GDP) Kot B AMAS ST il & Z BZ FE AR » i GDP #u0)
B SR EER A —EReE 2 HBIRE R - & S B IR GDP R
IEHHYS R > RS AL ST B AFTEE A EEIE IO > (e M el
SR - BEGARER » S B AR TR T T i DL 2 T i
GDP :

(1) RN © BB EE e - SRS LUE DRy 558
P A YR e - B SRR R B R EC E T
=R B INAEEE L -

(2)IEE (SRR © 2B IR ERT T RE I (SRl (R -
TEME SRR R FIRETT © EMEsdEl b R AR A R
18 > AR EN S YRR SR S -

O IEBEUAKN - BEEZENEE NS - S ERESAE T =
EE - R TEKP AT RE BT - EA BN I 2o
B> #E— (e & -

(4) HEENCOR GBI« S804 IR T A FERE & e SR 4G
T Rl e BE K A i I E EA R B SRS
TTRER EEmACE SRS RETD Rl HATE AL 5
AYEIZR - B ERYHED R e T (SR AERT] » (RIS (RS
FHEREERYT 1990-2000 FAFE - ~ZEREE DT - 10 4
g% H GDP B RE R 5.5%  (HEHMBEEFREE
10.6% -
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[P~ AR R R R R A
Equity Performance is Linked to GDP Growth

Application of growth analysis to capital market expectations
* Trend growth rate in GDP is a fundamental starting point for most forecasts

Trend Growth _  Growth from N Growth from the Labor N Growth from 4 Growth from Total
Rate of GDP — the Labor Force Participation Rate Capital Inputs * Capital Productivity

| J
|

Growth from labor
productivity

Anchoring asset returns to trend growth

* Both theory and empirical evidence highlights the link between the real
(nominal) risk-free yield and the real (nominal) growth rate

« Trend growth rate also provides an anchor for long-run equity appreciation

V, = GDP, x Corporate Earnings,/GDP, x P/E,

BERIAE ¢ TP, Morgan

PRI > B SE T B R R i o] DARE (B /% GDP 3fe_E AR SR &R GDP HY
FEEfA IR AR 2 AR D » IR E S Rt - AteB i
fRE » il BLOR R Tl SR ARBAT M EROR - 18 R AR A

KA tbfmE  EEE RGN > BERREYE - [EN R hFETH
SR - Aamtbthim( - 8% Bl SRR ER - Azt
AEEWE L R G E R R L EBARE > At Ry
(BB - T R R R R Z —

() R S il o3 2 BT 5L - RE A (Cos t of Equity)
HEAEA (Cost of Equity) @& B ZoRAVEINA - FARHERE
AN FI R B P R A S\ » S HA 2 SR S AH T IS B RS T a5 e
5 B RE TS E e A A SR AR RS > SRR (Cost of
Equity) & RIVITER

(1) EARERE EEEA (CAPM) : CAPM (EAE F‘mf‘fﬁﬁu Capital
Asset Pricing Model) B—fEHREIEEE (BE ERE) 7
AR 74 - S {EER R 2R EMHQWEITHF@@/E:@ﬁZFﬁE’J
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[5# (% o CAPM FVAAVEGGUE » 8 BRI B[R AU R {E A
2 AR B A TSR R - HAERAERY CAPM
RIS - sef R L& E R bk B i G e sk > =
BN R E B RIS TEATHNRISEE R - {5 CAPM B
—EEHITR B G - WTERERARE AT R B REAE
BB A SRR > fE5h > B EAVRRE MR T S TR R 2
BN AT REAFAE R -

()R ERAERY (Dividend Discount Model » 578 DDM ) : B&—f&
T BER SR EAY 774 - (eI R E F N E AR A R
HRE LN 12 (B AYES 128 FH S Rk e HA S g e Ry A =] -
A HESRA B ARSI R AV TR ARG T B A (H - #EAAEH
FRFEEEE MR B R E SRR A E] - A RERRIE A
HIRERIBCERAETTRHE » CHEPR RGN B R ERIRE L /AR -
SR AR A B AE RAFRERY A E] (Bl BREIA
&) RIEIAN A ER - BRAE DU E N R R » EEH
B SEROL - R EEHEOESEEE A RN A TR E
b R S -

(3)eAZ % (Build-Up Method) * /&7 HI 2R (G B EAS AN Y (1 U7
% FERTEA Y NUSGE B AE - ETGEIE A R LIER &
BEAGRRETCEBEA (CAPN) ERAVTAR - Bl AEE/KS
{18 N PR 2 AR AR TR AN RAS > PID B AR~ Bt e
A LA R 2 FRF A R -
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B - SRR
We Could Use the Cost of Equity

K.= Total expected return = Dividends + Capital appreciation

Three main methods to estimate:

T

: Dividend
Capital Asset \ . ild-
/ i Discount Model Build-up method
Pricing Model
Ke=Ri+B([R . -Ri) Koz D14 Bond yield
€ arket e _E g 9” yie .
+ Risk premium
= Rf = Risk-free rate = D1 = next year’s dividend
= Rm — Rf = Equity Market = P = current ex-div share ®  Uncommon method
Risk Premium (‘EMRP’) price
= Beta is the correlation of = g =dividend growth factor
the stock with the market « Second popular method but

= Most popular method very useful equation in
\ finance theory

BERIAE ¢ TP, Morgan

(F)IEEEEEH T E- FEH%E (Active investing)

FEHEE RIS (Active Investment Strategy) BT E B EAE
SRR B G AV EE OB E R Sk e el
A BIE S AN ER iR T 2 R A EEE - & E
RS ~ ST AEIREAR - KRBTSR > o] 2GR
TSR e O FEHGEHERM (alpha)  FEHEERE RHY

AR -

(1) 7247 734 (Top down ) © HEFESRES R S 5B CORA 534

PN SR & ~ AR ~ R~ BURSEEFNZER - AN

AERESR] (R ~ B2 > mand) AURM -

(2) (RS (Bottom wp) : A HIREATIRFEIRS - &
HHGE & - ARt - CSE S R AT N 2 R S s LA

HE - B RAHRE B S RIE IR -

(3)FErs3 i + BTG AN B R - S E R
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BT TR FE YR AEREE S - Beffo oot il i sk iisny
ES ~ T~ SHEUAE ML - WARR S EF T EE

(4)SBFERENRHE © AR AT TS ERYR E SO HHE - S48
WEECE FE AL fE & TR S SRR B (BRI R B
PRGBGSR AR AR

(5) PP oRg « $T SR R SR BN > AR
B BN B0 5B TS BN E AR E R E] 5 -

[E+75 ~ LENEL R E R A R

Manager Approach

Active investing Passive indexing

Top down Macro analysis Benchmark selection Performance
Bottom up Company specific Style drift Divergence
Fundamental Top down and bottom up Sector tilts Qver/under-weights
Technical analysis Charts, price/volume Tracking error tolerance Divergence
Contrarian Oppose current prices Replication strategy Sampling
High dividend Current Income Rebalancing strategy Timing

Requires: Forecasts, parameter and Requires: Frequent trading,
model estimation, security selection sophisticated sampling techniques
and timing decisions and long term time series data

ERIACE  T.P. Morgan

(RNWECEEEEEH T A- 87 E (Passive indexing)
WrERY &SNS (Passive Investment Strategy ) E—FfELMERA -
RHIFFA RiZ DT E RS » 5 E BN 51 B a2 F e 1Y
T WRE AN GETHENE S T EEEEE - fETER LB
FAEN TS CEA 2R HH H R 5 eE 8 W= O
FF—20 A el 58 - ?ﬁiﬂfﬁ%ﬁ?ﬁﬁ?%ﬁ?ﬁ%@ﬂ@ S
bR TRz 4h » EHAE R RN
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(HIEERREEE (style drift) @ WEHEEAVESTIER HEHE
FIRTFIIME - SEE & AT G AR RH TR B A
{EFEEAR S BRI R GHE SRR > BRI AR B A
B > TR G E NIRRT E ~ TS5
TR R TR oy B 1T 2 B B TR Bk e A S A AR o
HEFRRERS S E R - QGG MEZAEN &Y H B2 1B e
SHER > BN B E A (B B R F N R Y
RRERMBSE  AEAERREASR AR ER - Elited
EeRIE > MERHBLYR—2 -

(2)F-PHr5Hs (Rebalancing Strategy) : FEMLENTE & P F-PHTiE
EEARBICENASEEE - WREMEFINRS > 202
AEHE ~ TTEER G > PSS i DUZ R ERRY > ] LUE
BIRRHY > HUR R E &Y BRI bR K ZRE ST - AE A F-P
RV (BINEERE - BFEREE) IR EE
BPRVEELLS]  DIRFFEGR ENICE —2 - Rad/iaic
BT 60HZEA 40%(5H 75 © ANERALSETNTES Lk - AT RE S (RS
EEBTZER] 70% - ‘SRR E B — RS KR iR A fE s - K
{221 60/40 FYECE - F-V-HrE A B AVIER BE RIS T S EhE
[ZFE > B AT EMU A G E R R - FoE 8 o4 R
P RS FERZ AR R B AR ~ BB ZRE TS 5 B 2
EAGHIE

(3)FEHRITME (Replication strategy ) fEMENITR EREIE BT
EAH & IR e B I B R By B A D B K E B N
TR - IEAESRREHIAZ 0 B HY B i A PR sk D B 5 2y
BHEERE - MR EH AR EEEE TR —2 - AT SR
EEfERE B AR S EHEE  (HEREE RS
E RPN/ NURE FEHEEEREIMEAYRRE - BUBHER EERHY
T BISRNE (Sampling Replication)  BERRALTANERE M
WHAE ~ EEESCCHR G & BE BEEE (Synthetic
Replication) A EHRVZZME » (Rt » TEME B & & RIS
HUEER TR SRR Z - BIETERIAEHE - iR - Bt A=A
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MEMES - BUBMRIBIREEIRRK - B ER O EHIE RIS AE
Sy A B SR B IR Y F AR

75 ~ Equity Investment Management : B ZL& i (h{HEHE /A

R EERH RN E EREE  SEAERENER SO S
iz R e BRI AR © (S {E A LR P E B AR ERR 2 G a8 I
BB A ~ A EE HHYRR - (B {E YRR RREIAN 2R B A Ry B ARE
RARTETT ~ WS ~ FESEERET ~ DU e ORID 3% -

(—) B EREE EEAVEEE

(1) (E({E (Book Value) * fEHGEEAE L B R T e SRR 22 Y
BH - BENAFEERERNEBETRHART  r R AF S
RETTER - BRI RE G IEGHYRIERE(E - IREEE B T A FIR
Bt FEAFTE TR FEEEE S E E R R AN E AT
R WARFEEENTISEESCRATE T - #EAE RS E
ERPRHIREEE @ &S TR Ewe Rz RS - BFES
FEHMIAZR - 402N BIRARH I R IB TR - S A MR BT 5
EMEEEE -

(2) 5 EE (Market Value) @ Hi5E{E (F IR Ex AR ED) Al
TR E TS FOVRIRE S S ERS » 2 EITIGHLTE - EHBE - A
HIRTRELENER R AR A B NPIIRE (EE > bk i (E (E A
(5] R R A EI R R s (AR A B P A EL (B - 8 F i
TREEE B A ARG T ~ SN AR R DA A B E B 4
HRZ KT TS AERKRE - BREEIRERIEE -

(3)AFE{E(Fair Value) * fEHSEECGEEAE S ER IR FHINAEE
(B EEEFE A SRR 7 Gl mARE ST - B A IR
RARPRTETTFERNE > AT —(EE DAY PHER - A-HEEE
T ER AR ~ R IR TR R AR IR — e A AR ERA ARG R
WA —E R BEE TS ERER - HEtEITAS B S EA
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(Relative Valuation) » (A MSEEEAMEE BARAEAYEE » £;
AT EL g 2 A A A 5 #E AT aEE 5 BN FE E E A (Intrinsic
Valuation) » BFAEIARGWNEE » SRARESREITE (DCF)
RIEITEE -

B+t - FENEBLE I & R
Types of Value

' Found in balance sheet

Book value ) )
Generally reflects historical cost

Market based price or value

Market value - Uses market-based pricing (if available)

May reflect market sentiment more than ‘fair
value’

Derived from fundamental valuation
Fair value Two types:

Relative

Absolute

ERIAE © T.P. Morgan

Bt/ s AP EEAE A E
Valuation Methods

S e e

Uses market data to imply the value Looks at standalone value of the
of a target company company
Comparables Discounted Cash Flow

ERIAJE © 7.P. Morgan
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(4)E{EE (Enterprise Value) : (M EE (BHEMERNHEE
B-He) TR T AN ERGR - AiEaENSeZE
EHES T LB A T {E A 2T S A\ S (EE - SR E{E S W
BB A ORISR R B — R A FEE W & B
ARYERIFR SRR 1 S EE R R A SR AR 25 - 3 5 A
NEINRERD B EETE - TERPNKRTR S - & R
[BlERad - BB E EREAERE -

& +I1 ~ SREEEE

Usually, we would value a firm or a subsidiary of a firm. A firm is a group of assets
(and associated liabilities) used to generate profit for its owners:

» Equal to value of financing to support operations (at its simplest, debt, cash and/or
equity)

Valuation can be done at equity or enterprise level:
« Equity value reflects only the claims due to equity holders
« Enterprise value reflects the value of claims by all stake holders

-

Enterprise

Equity Value Value (EV)

ERIRE © T.P. Morgan

(D)t EREEEGA- MO S EE

ML FIEEE g Ry FTEE A EE - B — 1A 5l Bl
HERAFHEEREEHSE DA BRI AETISE A 28R
R 2 b - SRR (S B S B » (BRI SE TR e
AR IE(H > LR B AR A S B AT PR SRS (EfEE - w DA H
SN EEEE - HOA S EEN SRS — D a2 B A e
&) > e B AR EIEITSE AR RN BIR E T
Py BT AE] - B0 s R B BRI T R (A 8 HaR
IFHRAS B T 7E R
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(DFHEEA(Sales) * SHERANRMBIEAVERIA > BB ERVE
PEREEN ) — - =i BRI (AR TS TR KRS AR - FrEy
AV SR RS MR AR IR T S (0 8 > fEm i m AR AR £

M BLAT A B AR AR b SRR - B A GE RS - S e
SRR A A

(2) SFEFIAE (EBIT) © B bsifz LB SRRV EZIEE - BiE
s R OEBRRE - WOREERTITEREN) ~aE
FISFIRE & > S ESTT5EIRE - 1S BBIT ATRER R AH RIS R -
HRER AR R AR E -

(3) BFRHTEEEESS FIA B (EBITDA) : EBITDA #—5- 5% 1 7 EE Fik
R B EAIERESRVE L OIS > BBITDA SYAEE
BAEREFAER L BEEFE GRS A2 a1
R 2 > EBITDA /& & & HARELIA [E Ay — (B L5
AR EPRE A BT EERE ) > FTRE M = e (2RI &

NNt
/)ILEbjj °

(4) 2B /$Y EFEMBL(EV/Sales ) & RAVE{EIGHE » FIARERE
1S (B (E B A KRS 2 IRV % > 25— R F R DR R R AE 1
REFIHIAE ORHL ~ WIRIAE]) @ R E R TE S0
B REEEEE N 5-15 E2MArEE s > S HEARETE
Z TR - (H S BRI e S AT S A ERE 1) - BB
EV/Sales A[gE S EFIERAE

(5) (8 E / BRI % (EV/EBIT) © EBIT HERR T E AL

(fEFS) FIMBEECRIE  ERERMA SN L EFIRES] > #HE
MR EAREF BRI A S50 B R BRI RIS
FE A B A B MR SO Rl RS E AR Y AE]
ATRE S E R R IR

(6)ZE(EE / BT &S EESH AT AEI (EV/EBITDA) : EBITDA ZlIf% T 7

33



SN S R S - BRAE B B RN S SR A R U 9
R HEA ZERGR B BRI 2 NI E & R EE AR HE
RUFTSE (AR ~ BEMRD) PR - EASCHERYES
(B > RITATFFENE5E -

(7)AR%zibk(Price-to-Earnings Ratio, P/E Ratio) : &/
EAENERIGEGEII R RERESITIFEE R TE 58
i/ FIRGE B B RE TIRYRR % - (E BRI BATRER A E] « AR
ar L ERAEREMNE - RFRAFIARRE A R&ES] BN
EHINY EPS > lHIALAE ST L EPS BatBEIEE - B2 Elgatl=—
KB (WEEBE - BAHEA) 8yl - BARETTER AR
wthERE K » BB TELLE AT RE R SR E R -

A~ A IS EE

Operational analysis

* Analyze full operations + Focus on equity only
Accounting ratios Accounting ratios

« EBIT(DA) -« EPS

+ ROCE/ROIC + ROE

Valuation Valuation

« EV/EBIT(DA) « PE multiples

+ EV/Revenue * PB ratios

« DCF (usual) « DCEF (financial institutions)

ZRIE ¢ J.P. Morgan

MEAEMSEAGESE > DB ESIGER —EREEETE
MEEELIR B 2 AR AF] 28I EER R e EbE
FRIfRZ - FREEV BB TR bR - BEEEBCUE
SEIEE > (EH LRSS HAM A - W T EER - JIRERUS
L A K S
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£~ WEIRESTHIE(DCE)

IR EITHUA(DCF) XA Ry B R eTiil% - BREE—RKAFER
KRG ELERFTER M - AR ERSREEEN R TG0 BEATEEE
EERHFRAR R SR EAVIRE - IEREMEMOIERE T NEEE
IR ERABES > $2ft 7 DUEEE S S SR R B RS I8 54 > A
FEME B P LA B e F A SR A A B A A AT A S R i A TRE -
WG EITHA(DCR) & @B EVE - Bk A SRR TR S &
W EFRAEAGHE A EEE - BETEAZTSHEEEE AR LS
FEEEREERER  HEERERMFEER L FARAH RS E TN I
Pl—(E & @A R SR S TR [ RAE -

e EITHADCR) BEa A EPER: 1 Emsl R e TR
A A R AYHAM 2. FHHIE B3R e E e T RIHER B B e E
(FCF)MEFTTUAN 5 3. (5T E AT ER = B S AT A8 » 8 (50 I O~
HEARRCA(WACC) 4. fhiat&E st EFHAIHGE R & A EEE - BIRE
(Terminal Value) : 5. ¥R AR SME SRTRMHARY FCF AIEELL WACC
PrEREBERAE 6. SERR At E R TR IR AR RIS S8 A B bR EEH -

(IR B BT U (DCF) H P B el At IR (E AR A AR
L JEH e ~ IL(EE - AMEE A FI B Z Al RelE » INEEE S E A BLfE
PERIREZ 5 (E 2 WIEEERREREA - A2hiE2 ) 22 ER
HEEHERTT ;3. FEHTT L SEET R © lRR ~ FER - EAFEK
EEE AR - 4 BN EMEETTEE A RE  HERERAGERER
& BHMEERIE I EREETEAE  BE GRS RE -
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& —+— ~ IR ESTERIE(DCF)

FCF1
LR X N J
x DF, x DF,| xDF4 xDF |
PV of FCF
+ 1
PV of TV ‘ Forecast period ‘ « DF ‘
n

- ‘ Terminal value period ‘
Enterprise
Value of i
Operations
: " DF-

‘ Discount factor ‘ : (l + WA CC)n

ERIACKE © J.P. Morgan

el -~ BRI EATHRUA (DCF) 2 B
Six-Step Structured Approach

1. Define high growth period

2. Forecast free cash flows for visible period
3. Estimate appropriate discount rate .
; : ; ; Define high Estimate the
4. Estimate terminal/ continuation value growth period R
5. Discount all cash flows l l
6. Complete the valuation Forecast cash Discount the
flows cash flows
Estimate
appropriate Valuation
discount rate
| I

ERIACHE  T.P. Morgan

DCF B AR E (M (Firm Value [EEA Enterprise Value) DL

F A (Equity Value)  {HREERYETEEIE BT HHVER i HIg A

AIE - EEERAFRBIEE - BREEE (Equity Value) HFE

f (Net Debt ) ZEEHHEAEME - BEEHMEAHBEESR (Free Cash
36



Flow to the Firm, FCFF)> BIAEHIFR = 7 1 ~ FESZ Hi (post - finance )
Fefittg (post - tax) Al fcsa A & efefit s (RRBUERE A ) HYEHER -
REREE(E (Equity Value) BN RAVRIGHEE - ZedEEEET
ARFEEE - FEHRAERFAERE (BFEREMERNERHEE) @ fith
A] DLEBEE R E P40 (Free Cash Flow to Bquity, FCFE) ZRa¥f
REHE(EE - IGHE B R a2 A SRR = A R A 1% (B AR S Rl
Z e o WRBE MRS EE (PIUETHHE) > FBZETHE Fim
Value » WS E L AACHL A » AIFESEREE Equity Value » R Ryis KB TR SR
HIE R4 S 2 —EEERER A o E RS0 HIM—EERE
B R ABRE N AT 0 fie < B R ERE A

& —+= - 3¢ H HR 5 FCRF
Free Cash Flow to Firm (‘FCFF’)

Line Iltems $
EBIT
(Tax* on EBIT) (X)
Net Operating Profit After Tax (NOPAT) X
(Capex) x|
(Increase) / decrease in working capital X/(X) ) ]
Increase in Invested Capital - (X)
Depreciation and Amortization X
Any other operating CF X/(X)
Cash Flow freely available to all capital X
providers

Note: Ignore all financing cash flows, e.g. interest, dividends
* Use tax rate that best estimates actual cash taxes paid

ERIACE  T.P. Morgan

HARRA (Cost of Capital) @RI AERERAMFTF CHIINRE - K
T R EEH IR RAVIHE > BSEAERERR - RIS HEEREL L
i {E IR R —(E7EIE - EARMA] T BRI © 1. EBRA (Cost of
Debt) /@ FERERMEAIN S FEYAEEAS - B IR A 7 25 R 2
R HIE ST AT DR + 2. BERERAS (Cost of Equity)/ZReR¥EHAE
{RSERTEORAY IR - B IR AR AR (CAPM) G TR - A3 > (3
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S [EII R B S e Wi T S & & B RS E AR R A

(Weighted Average Cost of Capital » WACC) {E Bflr & ERE R ANIRE
IR RN E HEEES (BIERERERS ) FTiE 2R
TR ESEE AT E AR GE R PR B TR T & -

BEARRNATE DL WACC (RFRAET (3 WACC E 22 & g ¢ 1.4%&
BRHE ¢ WACC B RSB AR T B RIS A A (R [ 0K - (R E A &
ZHTRIAIO R E Y WACC » RIZEZETREE AW S (7 2 AH{EEE {3
fli{E > WACC ZE R FHEIT B » IEARAGR e I BB A (EE 3. &R
SEER AL TWACC [l T EARLE BB ERE A2 — = B
EEEACHERE BAE (R RIS TR ) - (H 28 2 (B e 0 A s el > 4.
rEMBRE - HEENRERHRE (N AEBAREH A Return On
Invested Capital » ROIC) mNEARRA - RIFRBH{2E Bl SR AE T (EE -

B — 100~ EARA (Cost of Capital)

Payables Spontaneous
Receivables I A EET Finance
Inventory
and
Prepayments
Capital
Fixed and
Intangible Assets
This is the capital we are
interested in

ERIRE ¢ T.P. Morgan



B 7 I E AR A (Weighted Average Cost of Capital » WACC)

Funding weights by market value
- should reflect long-run expected leverage

/ %

Equit Debt
- o, S99y . post-tax cost ——o2t
WACC = Cost of equity f debt *
Capital of debt Capital
Required return of equity holders Required return of debt holders
— CAPM used almost universally — Tax shield reflected here
- Should reflect funding weights - Should reflect funding weights

BERlAE ¢ TP, Morgan

%fH (Terminal Value  TV) ZFeEM B E (ARSI EHIESS DCF)
H o SR B B FNIEASE SR 1% - RAGRERAVERE - SEEEE
22 DCF s RASRAVAENEN: - NILHFARITAIFEEE - &E A LUsE DL
TREEEETE © 1. X 5E%0E (Trading Multiple Method) EEFAA
F R 551 (40 EBITDA ~ EBIT » i) DL i35 FAYAS 5
a1 5 H A 2B A A ORI B &5 PR B A (B (E 5 2. kI R (Growing
Perpetuity) Ryfe® HAVITALZ — » a A TRV B AT o] 7H RLAYARAK PALE
TER AR -

B 1S~ #4H (Terminal Value > TV) stE £
Terminal Value

The value of the company at the end of the forecast period (time ‘N’) into infinity.

Terminal value =

1. Trading Multiple 2. Growing Perpetuity

Remember
FV trading multiple In steady state, The muiltiple must
for a steady state FCFF grow at a reflecf mid-cycle,
company slow rate (‘g’) sustamab{e growth
into perpetuity and margins
Multiple x Reference Use a mature, mid-
m cycle multiple
(WACC - g)

Use an LTM
FCFFy+, = FCFFy x (1+9g) multiple

4

ERIACE  T.P. Morgan
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RS EEEE RS E L EBAEET xR CHEGH I T RE 3
DR Ay 3E 281 HARHERR 1735 (S o B v AR e v - RIEEAE
{56 P 75 25 R T S AR (R R AR A A B 1 A B0 R PR & IR E I
AIYIRSE > FrAEAEARKAERIORFREN AR - AP A RR ¢
AVEERE R R - SR E S DRI E ORI R A% -

DCF (B VARIIRRL R © 1 A {518 * DCF il {EDAEL A SR A B -
2GR g AR BASINAEEE 2. a8 N EE
{HINZ * DCF i {E7AR EH A SRS IR T 2 M > r DIE &
AT AR N BRI E (ERRENAN 2R 0 3. 1 MBS R Rl RE A s & - DCF
HEVAFEM TS et > ATLIERES 1A R R G EATE S 4.
wEEAERANE A AR R4 © DCF (SHEEER A E - AL
R AERIE E A ERI ARG 5. ZEEANTH  DCF (S {EEAC#E
2 FERTR (RS ERREAR > B2 EEAEETA -

DCF {H{EVERVERES Ry © 1. BB E BURL - DCF (S EVARR MR 2]
a0 WIERPBGA AR - (SESIR G DR © 2. FHPRACEEEROK © DCF
B VATR B A TR A SRS T FUN - AR BRI S A b e 1 -
TN BT E R INEE » 3 S {EIBIRIZY « DCF (S {ESREPTIRRMN &R
IR SR NG ESER TG RO B © 4. S{EEE LIRS © {EEE
A FRBEENRR 8T E&EREETIRE R EE  THRAE AT KK
BIERT 5 5. A EARNEIE © DCF MEEE —EEMEETTE - AN
IR R E R -

HES AR DCF S {EA R — T VS E T4 o] AR B & S it

i N EIINAEEIE - B2 DCF (S EATEFE—ERRIRNYE - FEREEE
THEEA -
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B USRS

AR EZIE R E fEREN L B R 2 e EEAR Al 5 B R B 72 B B
SHBEREEEE NG Y~ "Equity Investment Management:
Foundation and Evaluation ; aRf2 » FR T ¥ 0GR A SR ERHE
g T RSN 0 FIRHMEIREEE Al SanRlRIA R 2R E TSR » 58
Bl IRIAR SRt B EEEER BB E N BAUR M EEERE SRR 2
B R - AR R T S BB TR AT -

TRIB B BB EOWARR T R GEEER BT E R St
2000 FEIEPHEH AT T AT EZ EEEH - 258 A MEREESEII 7k
SRR R > HERTRT I R S A EE B 2R E R
EANTHHYETE © EMEERRARAERNINEE 25 5h - ERFRAR AL
FESEAT AR Z IR &R T > RATFEG AR EB AR - 2024 31
TR - F5E 500 FEBORIANHTE s B S {E E PR E S =t - (HR3
EERR/ DT AR RS - RSB NIRRT FEREY
CHEHEHEES T > B EREE AR LR E A AR B Al Fa
Z BB R HAHRR e o -

BIZB R (U SR B BRI AR g2 5 > A
QRS RAYERE - AR AL EE S e AR I (R 2 Ry e HOAH R - B RR AE SE
BB SR - THE N AR AEE AN I IME R A F] - SR
HVIREE » HZHAER RN B - RIAH Z e ~ i e ie s (2
MR RO B A3 LIEAEER B & s A el = f P& =
fRHS BB A > S SR SRR 1E ATEUA > fef& NAHEH Al A =K
T > BRSBTS MBI B 2
SHIRIL > B ARASGE TT 0 | > EEFEA AT e 3 2 5 R SR O Y

o -

2024 FFREPRBEACRIAE]) I RE RS AEE - R I RESEGHIEUR
B/ NBUNTBRASRE - BB FOR Al A FI R SR A i A A - 4 H EhRE B mk
MFEERACE LES - B IRERTEEER - H#E 2008 £ LA NUR RIS
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RIVREfE - EEF 2000 FIRABEN TG REIR - BB LRI A s
FRIATE ATt 8 3R - RN AR R A N SR -

At AL RAGR T 2R s BE T R R - BN (R i ik b th it o
ARREERAGEEEIN T2 T HRINEAAARES AL Rl iR A 20
5 > HETCABHGEE AL (ORIt MR - il e E ek
BN AR Ry S BB W s o i i) > METTT AR A J1 2 38Tt - A A
R ARINLZ Reflexivity HrglAE - FIH AL ‘FEX RSB EEET
ot BUT OB E R B B e 800 EEERT S EM B
AREE KA Druckenmi 1 ler FFREE - BRI AL SRR AR ASOR
REBIEEARR - ATHECBIRICERED " EEERATERRK) - HEA
ANTEZEHESIRBESN > TREE LRl i (FOMTIAE - b ] [R5 21 b Be S A
R > BRI A S R MR Z Hr ] - MR B R BRI S Bz
REER - R T RERR AN G ISR EE A IR AT B &
Tl Z &AL
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» Equity Corporate Analysis ,0Oct 2024,J.P.Morgan ASSET

MANAGEMENT

~ Equity Investment Management ,Oct 2024,].P.Morgan ASSET

MANAGEMENT

~ Equity Valuation ,0ct 2024,] .P.Morgan ASSET MANAGEMENT
» Behavioral Finance ,0Oct 2024,)J.P.Morgan ASSET MANAGEMENT
~ Integrating ESG Into Equity Analysis and Valuation ,Oct

2024,J .P.Morgan ASSET MANAGEMENT

> Accountants vs Analysts ,0ct 2024,].P.Morgan ASSET MANAGEMENT
> Intro to Equity ETFs ,Oct 2024,].P.Morgan ASSET MANAGEMENT
~Overview of US Equity ,Oct 2024,].P.Morgan ASSET MANAGEMENT

~ What Exactly 1s Al ,0ct 2024,] .P.Morgan ASSET MANAGEMENT
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