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Abstract

Corporate valuation is a fundamental component of investment banking because it provides a structured
basis for assessing businesses, supporting mergers and acquisitions, evaluating investment opportunities,
and guiding strategic financial decisions. This secondary research paper comparatively examines three
widely used corporate valuation methods: Discounted Cash Flow (DCF), Comparable Company Analysis
(CCA), and Precedent Transactions Analysis (PTA). The review evaluates the theoretical foundations,
data requirements, assumptions, strengths, limitations, and practical applications of each approach. DCF
estimates intrinsic value based on expected future cash flows and is particularly sensitive to assumptions
concerning growth, profitability, discount rates, and terminal value. CCA determines value using market-
based multiples of comparable publicly traded companies, while PTA uses valuation multiples derived
from completed transactions and incorporates acquisition-related factors such as control premiums. The
analysis finds that no single valuation method provides a universally reliable measure of corporate value.
Instead, the effectiveness of valuation depends on the quality of financial information, selection of
appropriate comparables, forecasting assumptions, industry conditions, and broader economic factors. The
paper also considers the growing role of data analytics and artificial intelligence in financial analysis and
valuation. Overall, the review supports the use of multiple valuation methods to develop a more balanced
and defensible assessment of corporate value in investment banking.

Keywords: Corporate Valuation, Discounted Cash Flow, Comparable Company Analysis, Precedent
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1. Introduction

Corporate valuation has become one of the most fundamental processes in modern finance because it
enables investors, businesses, and financial institutions to estimate the economic worth of a company and
make informed financial decisions. Whether a company is raising capital, acquiring another business,
planning an initial public offering (IPO), or evaluating strategic investments, valuation provides an
analytical framework for determining a reasonable estimate of business value (Damodaran, 2012). Within
investment banking, valuation serves as the foundation for advisory services in mergers and acquisitions
(M&A), restructuring, private equity transactions, and capital market activities, where accurate pricing
influences negotiations and investment outcomes (Rosenbaum & Pearl, 2022).

The primary objective of corporate valuation is not merely to assign a numerical value to a business but
to understand the factors that create and sustain economic value over time. A firm's value depends on its
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expected future cash flows, growth potential, profitability, competitive position, capital structure, and
exposure to risk (Brealey et al., 2023). Because these factors evolve with changing market conditions,
valuation is both a quantitative and qualitative exercise that requires financial analysis, industry
knowledge, and professional judgment. Consequently, no single valuation technique is universally
appropriate; instead, analysts often apply multiple approaches to develop a balanced assessment of value.
A key distinction in corporate valuation is between Enterprise Value (EV) and Equity Value, two measures
that represent different perspectives of a company's worth. Enterprise Value reflects the total value of a
business available to all capital providers, including debt holders and equity investors, whereas Equity
Value represents the value attributable specifically to shareholders after accounting for debt and other
financial obligations (Koller et al., 2020). This distinction is particularly important because different
valuation methods and financial multiples rely on either enterprise-based or equity-based measures when
comparing companies or estimating transaction values.

Investment bankers primarily rely on three widely accepted valuation methods: Discounted Cash Flow
(DCF) analysis, Comparable Company Analysis (CCA), and Precedent Transactions Analysis (PTA).
DCF estimates intrinsic value by discounting projected future cash flows to their present value, making it
theoretically grounded but highly dependent on forecasting assumptions (Damodaran, 2012). In contrast,
CCA derives value from the market performance of similar publicly traded companies, while PTA
examines acquisition prices paid in previous transactions involving comparable businesses, incorporating
market sentiment and acquisition premiums into valuation estimates (Rosenbaum & Pearl, 2022).
Together, these methods provide complementary perspectives that help analysts reduce uncertainty and
improve decision-making.

This review paper examines these three valuation approaches through secondary research by analysing
academic literature, corporate finance theories, professional valuation practices, and investment banking
resources. The study compares their principles, assumptions, advantages, limitations, and practical
applications within investment banking. By synthesising existing research, the paper aims to develop a
comprehensive understanding of how valuation methods support financial decision-making and why
investment bankers frequently combine multiple techniques to produce more reliable and defensible
valuations in increasingly dynamic financial markets (Koller et al., 2020; Brealey et al., 2023).

2. Fundamentals and Key Drivers of Corporate Value

2.1 Role of Financial Statements in Valuation

Financial statements provide the foundation for nearly every corporate valuation exercise because they
present a structured record of a company's financial performance, financial position, and cash-generating
ability. Investment bankers and financial analysts rely primarily on the income statement, balance sheet,
and cash flow statement to evaluate a firm's historical performance before projecting its future value
(Koller et al., 2020). The income statement reveals trends in revenue growth, operating margins, and net
income, while the balance sheet provides information about assets, liabilities, and shareholders' equity that
helps assess financial stability. The cash flow statement is particularly important because many valuation
methods, especially Discounted Cash Flow (DCF) analysis, depend on a company's ability to generate
sustainable free cash flows rather than accounting profits alone (Damodaran, 2012).

Historical financial statements also help analysts identify recurring patterns, unusual expenses, and non-
operating items that may require adjustments before valuation. For example, one-time restructuring costs
or gains from asset sales are often excluded to obtain a clearer picture of a company's ongoing operating
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performance (Rosenbaum & Pearl, 2022). Furthermore, audited financial statements improve the
credibility of valuation by reducing information asymmetry between companies and investors, making
them an essential starting point for investment banking analysis.

2.2 Revenue, Profitability, and Cash Flows

Revenue represents a company's ability to generate income from its core business activities and is often
the first indicator investors examine when assessing growth potential. However, strong revenue growth
alone does not necessarily create value unless it is accompanied by sustainable profitability and efficient
cash generation (Brealey et al., 2023). Profitability measures such as gross margin, operating margin,
EBITDA, and net profit margin reveal how effectively a company converts sales into earnings while
controlling costs.

Among these financial indicators, cash flow is generally considered the strongest determinant of corporate
value because it reflects the actual funds available to investors after operating and investment expenses.
Free Cash Flow (FCF), which measures cash available after capital expenditures, forms the basis of DCF
valuation because it represents the cash that can ultimately be distributed to debt holders and shareholders
(Damodaran, 2012). Companies with consistent cash generation are typically valued more favourably than
firms that rely solely on accounting earnings, as cash flows are less susceptible to accounting adjustments
and provide greater confidence in long-term financial sustainability (Koller et al., 2020).

2.3 Growth and Future Business Prospects

Corporate valuation is inherently forward-looking, meaning that future growth expectations often have a
greater influence on value than historical performance. Investors seek companies capable of expanding
revenues, improving profitability, entering new markets, and developing competitive advantages that
generate long-term cash flows (Penman, 2013). Growth prospects influence both intrinsic valuation
models, such as DCF, and market-based approaches, where companies with stronger expected growth
frequently receive higher valuation multiples.

Analysts evaluate future growth using factors such as historical growth trends, industry expansion,
management strategy, product innovation, market share, and investment in research and development
(Damodaran, 2012). Businesses operating in rapidly growing industries, such as artificial intelligence,
cloud computing, or renewable energy, may command higher valuations because investors anticipate
stronger future earnings potential. However, growth projections involve uncertainty, and overly optimistic
assumptions can significantly overstate valuation estimates. Consequently, investment bankers often
conduct sensitivity analyses and scenario planning to evaluate how different growth assumptions affect
estimated company value (Koller et al., 2020).

2.4 Debt, Risk, and Capital Structure

A company's capital structure, the balance between debt and equity financing, plays a significant role in
determining corporate value because it affects both financial risk and the cost of capital. Debt financing
can increase shareholder returns by providing tax benefits through interest deductibility, but excessive
borrowing also increases the likelihood of financial distress and raises investment risk (Modigliani &
Miller, 1963). As leverage increases, lenders demand higher interest rates and equity investors require
greater returns, which raises the company's weighted average cost of capital (WACC), a key component
of DCF valuation.

Risk is another critical determinant of valuation because investors require compensation for uncertainty.
Analysts evaluate risks related to business operations, industry competition, regulatory changes, economic
conditions, and company-specific factors when estimating discount rates (Brealey et al., 2023). In practice,
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investment bankers frequently use the Capital Asset Pricing Model (CAPM) to estimate the cost of equity
by incorporating market risk through beta, which measures a company's sensitivity to overall market
movements (Sharpe, 1964). Companies with stable earnings, moderate leverage, and lower perceived risk
generally achieve higher valuations because future cash flows are discounted at lower required rates of
return.

2.5 Industry and Macroeconomic Factors Affecting Valuation

Corporate value is influenced not only by company-specific performance but also by broader industry and
macroeconomic conditions. Industry characteristics such as competitive intensity, barriers to entry,
technological innovation, regulatory requirements, and market maturity affect both profitability
expectations and valuation multiples (Porter, 1980). For example, software companies often trade at higher
valuation multiples than traditional manufacturing firms because investors expect stronger scalability and
future growth.

Macroeconomic factors also play a significant role in shaping valuation outcomes. Interest rates directly
affect discount rates used in DCF analysis, with higher interest rates generally reducing present values of
future cash flows (Koller et al., 2020). Inflation influences operating costs, consumer purchasing power,
and investment returns, while economic growth affects business expansion opportunities across industries.
Exchange rate fluctuations, government policies, taxation, and geopolitical uncertainty further contribute
to valuation changes, particularly for multinational companies operating across different markets
(Damodaran, 2012). As a result, investment bankers continuously monitor both company fundamentals
and external economic conditions when conducting valuations, recognising that corporate value reflects
the interaction between internal financial performance and the broader business environment rather than
company performance alone.

3. Discounted Cash Flow (DCF) Valuation

3.1 Concept and Principles of DCF Valuation

The Discounted Cash Flow (DCF) method is one of the most widely accepted valuation techniques in
investment banking because it estimates a company's intrinsic value based on its expected future cash
flows rather than relying solely on current market prices. The underlying principle is based on the time
value of money, which states that money available today is worth more than the same amount received in
the future because it can be invested to generate returns (Brealey et al., 2023). Consequently, future cash
flows must be converted into their present value using an appropriate discount rate that reflects both the
time value of money and investment risk.

Unlike market-based valuation methods, DCF focuses on the company's own ability to generate future
cash flows, making it particularly useful when market prices do not accurately reflect business
fundamentals (Damodaran, 2012). Investment bankers frequently use DCF during mergers and
acquisitions, private equity investments, and strategic corporate planning because it provides an
independent estimate of value based on financial performance and future expectations. The method
generally values the entire business through Enterprise Value by discounting projected Free Cash Flow to
the Firm (FCFF), after which debt and other obligations are adjusted to derive Equity Value (Koller et al.,
2020).

3.2 Steps Involved in DCF Valuation

A DCF valuation follows a structured sequence of financial analysis designed to estimate a company's
present value systematically. Analysts begin by examining historical financial statements to understand
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revenue trends, operating margins, capital expenditure patterns, and working capital requirements. This
historical analysis provides the basis for forecasting future operating performance (Rosenbaum & Pearl,
2022).

The next step involves projecting future free cash flows, typically over a forecast period of five to ten
years, depending on the company's growth stage and industry characteristics (Damodaran, 2012). Once
projected cash flows are estimated, analysts calculate an appropriate discount rate, usually the Weighted
Average Cost of Capital (WACC), to reflect the required return of both debt and equity investors (Koller
et al., 2020). After discounting the projected cash flows, analysts estimate a terminal value to capture the
company's value beyond the explicit forecast period. Finally, the present values of forecast cash flows and
terminal value are combined to determine Enterprise Value, from which net debt is subtracted to obtain
Equity Value.

Typical DCF workflow

Historical financial analysis — Cash flow forecasting — WACC calculation — Terminal value estimation
— Enterprise Value — Equity Value

This step-by-step approach helps investment bankers maintain consistency while evaluating businesses
across different industries and transaction types.

3.3 Forecasting Future Cash Flows

Forecasting future cash flows is the most critical component of DCF valuation because the accuracy of
the final valuation depends heavily on the quality of these projections. Most investment bankers estimate
Free Cash Flow to the Firm (FCFF), which represents cash generated from operations after accounting for
operating expenses, taxes, capital expenditures, and investments in working capital while remaining
available to both debt and equity holders (Damodaran, 2012).

Analysts develop these forecasts by evaluating historical revenue growth, operating margins, industry
demand, pricing trends, management guidance, and broader economic conditions (Koller et al., 2020).
Mature companies often receive relatively stable growth projections, whereas high-growth companies
require more detailed assumptions regarding market expansion, customer acquisition, and future
profitability. To address uncertainty, investment bankers frequently conduct sensitivity analysis by
adjusting key assumptions such as revenue growth, operating margins, or capital expenditure levels to
examine how valuation changes under different scenarios (Rosenbaum & Pearl, 2022).

3.4 Key Assumptions in DCF Valuation

DCF valuation depends on several interconnected assumptions that directly affect the estimated value of
a business. Revenue growth assumptions determine how quickly the company is expected to expand, while
operating margin assumptions influence future profitability. Capital expenditure requirements and
working capital investments affect the amount of cash available for investors, and tax rates influence after-
tax operating earnings (Damodaran, 2012).

Another important assumption is the discount rate itself, which reflects the company's perceived risk and
financing costs. A higher WACC reduces the present value of future cash flows, whereas a lower WACC
increases valuation. Similarly, terminal growth assumptions require careful consideration because
perpetual growth rates should generally remain consistent with long-term economic growth rather than
unrealistic expansion expectations (Koller et al., 2020).

Investment bankers therefore avoid relying on a single set of assumptions. Instead, they perform scenario
analysis involving optimistic, base-case, and conservative projections to understand the range of possible
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valuations and identify which assumptions have the greatest impact on the final estimate (Rosenbaum &
Pearl, 2022).

3.5 Advantages and Limitations of DCF

The DCF method offers several important advantages that explain its widespread use in investment
banking. Its greatest strength is that it estimates intrinsic value by focusing on a company's fundamental
cash-generating ability rather than temporary market fluctuations (Damodaran, 2012). Because it
explicitly incorporates future growth expectations, investment requirements, and financing costs, DCF
provides a comprehensive framework for analysing long-term business performance. It is particularly
useful for evaluating companies involved in mergers and acquisitions, private equity investments,
infrastructure projects, and businesses with predictable long-term cash flows (Koller et al., 2020).
However, DCF also has important limitations. The method is highly sensitive to assumptions regarding
revenue growth, discount rates, and terminal value, meaning relatively small changes can produce
substantially different valuation outcomes. Forecasting future cash flows becomes especially difficult for
early-stage companies, businesses experiencing rapid disruption, or industries with unpredictable earnings
patterns (Rosenbaum & Pearl, 2022). In addition, terminal value often accounts for more than half of the
total valuation, increasing the importance of long-term assumptions that cannot be verified with certainty.
Despite these limitations, DCF remains one of the most respected valuation methods because of its strong
theoretical foundation and its ability to estimate value independently of current market sentiment. In
professional investment banking practice, analysts rarely rely on DCF alone; instead, they combine it with
Comparable Company Analysis and Precedent Transactions Analysis to develop a more balanced and
credible valuation range (Damodaran, 2012; Koller et al., 2020).

4. Comparable Company Analysis (CCA)

4.1 Concept and Principles of CCA

Comparable Company Analysis (CCA), often referred to as trading comparables or peer multiple
valuation, is one of the most widely used market-based valuation methods in investment banking. Rather
than estimating a company's value from projected future cash flows, CCA determines value by comparing
the target company with similar publicly traded firms operating under comparable business conditions
(Rosenbaum & Pearl, 2022). The underlying principle is that companies with similar business models,
financial performance, growth prospects, and risk characteristics should trade at relatively similar
valuation multiples in efficient capital markets (Damodaran, 2012).

Investment bankers frequently use CCA because it reflects current market sentiment and investor
expectations. Since the method relies on observable market prices rather than long-term forecasts, it
provides a practical benchmark for assessing whether a company appears overvalued or undervalued
relative to its peers (Koller et al., 2020). CCA is commonly applied during mergers and acquisitions, initial
public offerings (IPOs), equity research, and corporate strategic planning, where market-based evidence
strengthens valuation conclusions. However, because market prices can be influenced by temporary
investor sentiment and broader economic conditions, CCA is generally used alongside intrinsic valuation
methods rather than as a standalone approach (Brealey et al., 2023).

4.2 Selection of Comparable Companies

The accuracy of CCA depends heavily on selecting an appropriate peer group because valuation multiples
are meaningful only when companies share similar economic characteristics. Investment bankers typically
begin by identifying firms operating within the same industry or sector, as businesses serving similar
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markets often face comparable competitive conditions, regulatory environments, and customer behaviour

(Damodaran, 2012).

Beyond industry classification, analysts evaluate several additional factors when selecting comparable

companies. These include company size, measured through revenue, market capitalisation, or enterprise

value; profitability indicators such as EBITDA margins and return on equity; expected growth rates;

geographic presence; customer base; and capital structure (Koller et al., 2020). For example, comparing a

rapidly growing technology startup with a mature multinational technology company would likely produce

misleading valuation results because their growth expectations and risk profiles differ substantially.

Investment bankers also assess qualitative factors that may influence valuation, including brand strength,

competitive positioning, management quality, and business model similarities (Rosenbaum & Pearl,

2022). Because no two companies are perfectly identical, peer selection requires professional judgment,

and analysts often construct a group of several comparable companies rather than relying on a single

benchmark to reduce the influence of company-specific differences.

4.3 Common Valuation Multiples

Valuation multiples form the core analytical tool in CCA because they standardise market values across

companies of different sizes. These multiples compare a company's market value with a financial

performance indicator, allowing analysts to estimate value using relative market pricing (Koller et al.,

2020).

The most widely used enterprise value multiples include:

e Enterprise Value-to-EBITDA (EV/EBITDA): Frequently regarded as one of the most reliable
valuation multiples because EBITDA excludes financing decisions and accounting differences,
making comparisons more consistent across companies (Rosenbaum & Pearl, 2022).

e Enterprise Value-to-Revenue (EV/Revenue): Commonly used for high-growth companies or
businesses with limited profitability, particularly in technology and software industries.

e Enterprise Value-to-EBIT (EV/EBIT): Useful for comparing companies with significant depreciation
or capital investment requirements.

Equity-based multiples are also widely applied, including:

e Price-to-Earnings (P/E): Compares market price with earnings per share and is particularly useful for
profitable companies.

e Price-to-Book (P/B): Frequently used for financial institutions where book value closely reflects
underlying assets.

e Price-to-Sales (P/S): Applied when earnings are volatile or temporarily negative (Damodaran, 2012).

Investment bankers often calculate median, mean, and trading ranges for these multiples before applying

them to the target company's financial metrics to estimate an appropriate valuation range. Using multiple

valuation metrics helps reduce dependence on any single financial measure and provides a more balanced

market-based assessment (Koller et al., 2020).

4.4 Process of Conducting CCA

The CCA process follows a systematic approach that combines financial data collection with comparative

analysis. Analysts first identify an appropriate peer group based on industry, size, profitability, and growth

characteristics. They then collect market data for each comparable company, including share price, market
capitalisation, enterprise value, revenue, EBITDA, earnings, and other relevant financial metrics from

company reports and financial databases (Rosenbaum & Pearl, 2022).
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After gathering financial information, analysts calculate valuation multiples for each comparable company
and examine the distribution of values across the peer group. Outliers are carefully reviewed because
unusually high or low multiples may result from exceptional business circumstances rather than typical
market pricing (Damodaran, 2012). The selected benchmark, often the median multiple, is then applied to
the target company's corresponding financial metric to estimate Enterprise Value or Equity Value.

For example, if comparable companies trade at a median EV/EBITDA multiple of 10x and the target
company generates EBITDA of 3500 crore, the implied Enterprise Value would be approximately 5,000
crore before adjusting for debt and cash balances. Analysts frequently perform this calculation using
several multiples simultaneously, producing a valuation range rather than a single estimate (Koller et al.,
2020). This multi-multiple approach improves reliability by accounting for differences across financial
measures and market conditions.

4.5 Advantages and Limitations of CCA

Comparable Company Analysis offers several important advantages that explain its widespread use in
professional investment banking. The method is relatively straightforward to perform because it relies on
publicly available market data rather than extensive long-term forecasting. It reflects current investor
sentiment, making it particularly useful for evaluating companies during IPOs, capital raising, and equity
market transactions where prevailing market conditions influence pricing (Rosenbaum & Pearl, 2022).
CCA also provides an effective market benchmark that allows analysts to compare companies consistently
across industries and regions.

However, the method also has significant limitations. Finding truly comparable companies is often
challenging because differences in business models, growth rates, profitability, geographic exposure, and
capital structure can distort valuation comparisons (Damodaran, 2012). Market prices may also reflect
temporary investor optimism or pessimism, causing valuation multiples to deviate from fundamental
business value. During periods of market bubbles or financial crises, reliance on trading multiples may
therefore produce misleading conclusions (Brealey et al., 2023).

Another limitation is that CCA reflects minority trading values rather than the control premiums typically
paid in acquisitions, making it less suitable as a standalone valuation method for M&A transactions.
Consequently, investment bankers generally combine CCA with Discounted Cash Flow analysis and
Precedent Transactions Analysis to develop a more comprehensive and defensible valuation range that
incorporates both intrinsic business fundamentals and observable market evidence (Koller et al., 2020).

5. Precedent Transactions Analysis (PTA)

5.1 Concept and Principles of PTA

Precedent Transactions Analysis (PTA), also known as precedent transaction analysis or transaction
comparables, is a market-based valuation method that estimates the value of a company by examining
prices paid for similar businesses in completed mergers and acquisitions (M&A). Unlike Comparable
Company Analysis (CCA), which relies on the current trading prices of publicly listed companies, PTA
uses historical transaction values to assess how much acquirers have actually paid to obtain control of
comparable businesses (Rosenbaum & Pearl, 2022). This makes PTA particularly relevant to investment
banking because M&A valuations generally involve the transfer of corporate control rather than the
purchase of a minority stake.

The underlying principle of PTA is that transactions involving companies with comparable characteristics
can provide useful benchmarks for estimating the potential value of another business. Analysts examine
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the enterprise value of acquired companies relative to financial measures such as revenue, EBITDA, or
EBIT and then apply the resulting multiples to the target company (Damodaran, 2012). Because completed
transactions incorporate the expectations of actual buyers and sellers, PTA can provide a practical
indication of acquisition value. However, transaction prices are influenced by factors such as strategic
synergies, competitive bidding, financing conditions, and the specific circumstances of each deal, meaning
that historical transaction multiples cannot automatically be transferred to another company without
adjustment.

5.2 Selection of Relevant Transactions

The reliability of PTA depends significantly on the selection of appropriate precedent transactions.
Investment bankers generally search for acquisitions involving companies that are similar to the target in
terms of industry, business model, geographic market, size, growth prospects, and profitability
(Rosenbaum & Pearl, 2022). Transactions completed relatively recently are generally more useful because
they better reflect prevailing economic and capital-market conditions.

Analysts also examine the nature of the transaction. A transaction involving the acquisition of a controlling
interest is generally more relevant than a minority investment because the former incorporates the value
associated with obtaining control of the business. Analysts may also consider whether the transaction was
strategic or financial, whether the buyer was a domestic or international acquirer, and whether significant
synergies were expected from the combination (Koller et al., 2020).

Transaction selection can nevertheless be challenging because every acquisition has unique
characteristics. A buyer may have paid a particularly high price because the target provided access to
proprietary technology, a new geographic market, valuable intellectual property, or significant cost
synergies. Consequently, investment bankers review the strategic rationale and circumstances surrounding
each transaction before determining whether its valuation multiple is suitable as a benchmark (Damodaran,
2012).

5.3 Transaction Multiples and Acquisition Premiums

The principal analytical tool in PTA is the transaction multiple, which compares the value paid for an
acquired company with a relevant financial metric. Common measures include Enterprise Value-to-
Revenue, Enterprise Value-to-EBITDA, and Enterprise Value-to-EBIT. EBITDA-based multiples are
frequently used because they facilitate comparisons between businesses with different capital structures
and tax situations (Rosenbaum & Pearl, 2022).

A distinctive characteristic of PTA is that transaction values often include a control premium. In an
acquisition, the buyer obtains control over the target's operations and strategic decisions, which can justify
paying more than the prevailing market value of a publicly traded minority interest. The size of the
premium can vary according to factors such as expected synergies, competitive bidding, management
considerations, market conditions, and the strategic importance of the target (Damodaran, 2012).

This distinction is important when comparing PTA with CCA. Trading multiples generally represent the
value of a minority interest in a publicly traded company, whereas transaction multiples reflect prices paid
for corporate control. As a result, precedent transaction multiples are often higher than comparable-
company trading multiples, although this relationship is not guaranteed and can vary considerably across
transactions and market cycles (Koller et al., 2020).

5.4 Process of Conducting PTA

The PTA process begins with identifying a sufficiently broad set of completed M&A transactions
involving companies that resemble the target business. Analysts collect information on the transaction
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announcement and completion dates, buyer and seller identities, transaction value, enterprise value, and
relevant operating metrics such as revenue and EBITDA (Rosenbaum & Pearl, 2022).

The next stage involves calculating transaction multiples for each selected deal. Analysts then compare
the resulting multiples and investigate significant differences or outliers. For example, a transaction with
an unusually high EV/EBITDA multiple may reflect substantial expected synergies or unusually strong
growth prospects rather than normal market pricing. Such transactions may therefore require additional
consideration before being included in the valuation range (Damodaran, 2012).

Once an appropriate range of multiples has been established, the selected multiple is applied to the
corresponding financial metric of the target company. This produces an implied Enterprise Value, which
can then be adjusted for cash, debt, and other relevant claims to derive an implied Equity Value. Analysts
commonly use several transaction multiples and examine a range of outcomes rather than relying on one
transaction or one multiple. The resulting PTA valuation can then be compared with DCF and CCA results
to assess whether the different approaches produce a consistent valuation range.

5.5 Advantages and Limitations of PTA

PTA offers several advantages in investment banking. Its greatest strength is that it is based on actual
prices paid in completed transactions, rather than theoretical assumptions or current public-market
prices. This makes it particularly relevant in M&A advisory because it provides evidence of what buyers
have historically been willing to pay for control of comparable businesses (Rosenbaum & Pearl, 2022).
PTA also incorporates acquisition premiums and, indirectly, the strategic value that buyers may place on
a target company.

The method also provides a useful market benchmark when a target company is being considered for
acquisition. By examining transactions involving similar businesses, investment bankers can help clients
understand whether a proposed offer is broadly consistent with historical market pricing.

However, PTA has several limitations. Truly comparable transactions can be difficult to identify,
particularly for companies operating in specialised or rapidly changing industries. Historical transactions
may also have occurred under substantially different interest-rate, economic, regulatory, or capital-market
conditions, reducing their relevance to current valuations (Koller et al., 2020). Furthermore, transaction
multiples may contain substantial premiums because of expected synergies or strategic advantages that
are specific to the original buyer and target. Applying such multiples mechanically to another company
can therefore overstate its value.

Another limitation is the availability and quality of transaction data. Information regarding private
transactions may be incomplete, particularly when the financial details of the target or the terms of the
deal are not publicly disclosed. Analysts must therefore exercise considerable judgment when selecting
transactions and interpreting their multiples (Damodaran, 2012).

Overall, PTA is a valuable component of investment banking valuation because it provides a control-
based market perspective that complements the intrinsic perspective of DCF and the public-market
perspective of CCA. Its effectiveness is greatest when transaction comparability is carefully assessed and
when the method is used alongside other valuation approaches rather than treated as a definitive measure
of corporate value.

6. Comparative Analysis of DCF, CCA, and PTA
6.1 Intrinsic Valuation versus Market-Based Valuation
The three principal valuation methods examined in this paper differ primarily in how they determine cor-
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porate value. Discounted Cash Flow (DCF) is an intrinsic valuation approach because it estimates value
from the company's expected future cash-generating capacity. Its outcome is therefore primarily
determined by assumptions concerning revenue growth, profitability, investment requirements, discount
rates, and terminal growth (Damodaran, 2012). DCF attempts to answer the question of what a business
should be worth based on its underlying economic fundamentals.

In contrast, Comparable Company Analysis (CCA) and Precedent Transactions Analysis (PTA) are
market-based approaches. CCA estimates value using the prices at which comparable publicly traded
companies are currently valued by investors. PTA examines prices paid by acquirers for comparable
businesses in completed M&A transactions (Rosenbaum & Pearl, 2022). CCA therefore reflects prevailing
public-market expectations, while PTA reflects the pricing of corporate control.

The distinction can be particularly important during periods of market volatility. A DCF valuation may
remain relatively stable if the company's fundamental cash-flow expectations have not changed
significantly, while CCA multiples may change rapidly as investor sentiment and market prices fluctuate.
PTA can similarly be affected by changes in acquisition activity, financing conditions, and the availability
of strategic buyers (Koller et al., 2020). Consequently, the three methods provide different but
complementary perspectives on corporate value.

6.2 Comparison of Data Requirements and Assumptions

The information requirements of the three approaches differ considerably. DCF requires detailed historical
financial statements and extensive assumptions regarding future performance. Analysts must forecast
revenue, operating margins, taxes, capital expenditure, working capital, free cash flow, discount rates, and
terminal value (Damodaran, 2012). As a result, DCF generally requires more forward-looking assumptions
than the two market-based approaches.

CCA relies primarily on publicly available financial and market information. Analysts require share prices,
market capitalisation, enterprise value, revenue, EBITDA, earnings, and other relevant financial measures
for selected comparable companies (Rosenbaum & Pearl, 2022). Although the calculation itself is
relatively straightforward, the selection of comparable companies involves considerable judgment.

PTA requires information concerning completed M&A transactions, including transaction values,
financial performance of acquired companies, and transaction multiples. Analysts must additionally
examine transaction-specific factors such as control premiums, expected synergies, strategic rationale, and
the economic environment in which the transaction occurred. Consequently, PTA can face greater data-
availability challenges than CCA, particularly when transaction information is incomplete.

6.3 Comparison of Complexity and Applicability

Among the three approaches, DCF is generally the most analytically intensive because it requires detailed
financial modelling and long-term forecasting. Its complexity can be justified when the analyst has
sufficient information to develop reliable projections. DCF is particularly useful for established businesses
with relatively predictable cash flows, although it can also be adapted to high-growth companies through
scenario analysis and changing growth assumptions (Koller et al., 2020).

CCA is comparatively simpler and faster to implement because it uses observable market data. This makes
it particularly useful when an investment banker needs a market benchmark or when extensive forecasting
is difficult. However, its usefulness depends heavily on the availability of genuinely comparable public
companies.

PTA occupies a distinctive position because it combines relatively observable transaction data with
substantial qualitative judgment. It is especially applicable to M&A assignments because the valuation
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reflects actual acquisition prices and control considerations. However, identifying sufficiently comparable
transactions can be difficult, particularly in industries with limited M&A activity (Rosenbaum & Pearl,
2022).

6.4 Strengths and Weaknesses of the Three Methods

Valuation | Major Strengths Major Weaknesses
Method
DCF Focuses on intrinsic  value; | Highly sensitive to assumptions;

incorporates future cash flows and | forecasting uncertainty; terminal value
business fundamentals; useful for | can have a substantial influence
long-term analysis

CCA Simple and transparent; reflects | Difficult to identify truly comparable
current market conditions; based on | firms; affected by market sentiment;
observable data does not normally incorporate a

control premium

PTA Uses actual acquisition prices; | Transaction data may be limited,;
relevant to M&A,; incorporates | historical conditions may differ;
control premiums strategic ~ synergies can  distort

multiples

DCF's principal advantage is its theoretical connection to the fundamental economics of a business.
However, this advantage also creates its major weakness: the valuation can change significantly when
assumptions about future performance or risk change (Damodaran, 2012). CCA is more directly connected
to observable market pricing but can inherit inefficiencies or temporary mispricing from the public
markets. PTA provides valuable evidence about acquisition pricing but may incorporate deal-specific
strategic benefits that cannot be replicated by another buyer (Koller et al., 2020).

6.5 Situations in Which Each Valuation Method Is Most Appropriate

The suitability of each valuation method depends on the purpose of the valuation and characteristics of
the company being analysed. DCF is most appropriate when a company has reasonably predictable
future cash flows and analysts can make credible long-term forecasts. It is particularly useful when
the objective is to estimate intrinsic value independently of comparable market prices (Damodaran, 2012).
CCA is particularly appropriate when a strong group of publicly traded comparable companies is
available. It is useful for IPO analysis, equity valuation, benchmarking, and situations in which an analyst
wants to understand how the market is currently pricing businesses with similar characteristics. It can also
provide a useful cross-check against a DCF valuation (Rosenbaum & Pearl, 2022).

PTA is most appropriate in M&A situations, particularly when there is a sufficient number of recent
transactions involving companies similar to the target. Because the method reflects actual acquisition
prices, it can provide useful evidence regarding the value of corporate control. Nevertheless, analysts must
account for differences in transaction timing, strategic rationale, financing conditions, and expected
synergies before applying historical multiples (Koller et al., 2020).
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The choice therefore depends not only on the company itself but also on the availability and reliability of
relevant information. A method that is highly appropriate for one business may produce unreliable results
for another.

6.6 Importance of Using Multiple VValuation Methods

Investment bankers generally avoid relying on a single valuation technique because every method contains
assumptions and limitations that can influence its results. Combining DCF, CCA, and PTA allows analysts
to examine corporate value from different perspectives and identify whether the resulting estimates fall
within a broadly consistent range (Rosenbaum & Pearl, 2022).

The three methods are particularly complementary because they capture different dimensions of value.
DCF focuses on fundamental cash-generating capacity, CCA reflects current public-market
valuation, and PTA provides evidence from actual acquisition prices and corporate control
transactions. If all three methods produce similar valuation ranges, confidence in the overall assessment
may increase. If the results differ substantially, the discrepancy can encourage analysts to investigate the
underlying assumptions, market conditions, or company-specific characteristics responsible for the
difference.

This triangulation approach is important because valuation is not an exact measurement but an analytical
estimate subject to uncertainty. Koller et al. (2020) emphasise the importance of examining valuation
through multiple perspectives rather than treating a single calculated value as definitive. Similarly,
Damodaran (2012) argues that valuation outcomes depend heavily on assumptions concerning growth,
risk, and cash flows. Therefore, using multiple methods does not eliminate uncertainty, but it can make
the valuation process more transparent, balanced, and defensible.

Overall, DCF, CCA, and PTA should not be viewed as competing techniques in which one method is
universally superior. Instead, they serve different analytical purposes. Their combined use allows
investment bankers to balance intrinsic fundamentals, prevailing market evidence, and transaction-
based pricing, creating a more comprehensive assessment of corporate value.

7. Application of Valuation Methods in Investment Banking

7.1 Role of Valuation in Mergers and Acquisitions

Corporate valuation is central to mergers and acquisitions (M&A) because both buyers and sellers need to
establish a reasonable basis for negotiating the price of a transaction. Investment banks use valuation
techniques to estimate the standalone value of the target company, assess potential synergies, and
determine whether a proposed transaction is financially justified (Rosenbaum & Pearl, 2022). In an
acquisition, the buyer's objective is generally to avoid paying more than the economic benefits expected
from the transaction, while the seller seeks compensation that reflects the value of the business and the
benefits that the buyer may obtain from acquiring it.

The three valuation approaches play different roles in M&A. DCF provides an estimate of the target's
intrinsic value based on its future cash flows, CCA provides a benchmark based on the valuation of similar
publicly traded companies, and PTA provides evidence from prices paid for comparable businesses in
previous acquisitions. Investment bankers may also conduct accretion and dilution analysis to examine
how a proposed acquisition could affect the acquiring company's earnings per share (EPS) following the
transaction (DePamphilis, 2023).

Valuation is therefore not simply a mechanism for determining a purchase price. It also supports
negotiations by establishing a range within which an acquisition may be economically reasonable.
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Differences between valuation methods can highlight areas requiring further investigation, including
assumptions about growth, operating performance, financing costs, and potential synergies (Koller et al.,
2020).

7.2 Valuation in Fundraising and Capital Raising

Valuation also plays an important role when companies raise capital from external investors. Businesses
seeking equity financing must establish an appropriate valuation because it determines how much
ownership is exchanged for the capital received. A valuation that is too high may make it difficult to attract
investors, while a valuation that is too low may result in unnecessary dilution of existing shareholders
(Brealey et al., 2023).

For established companies, investment bankers may use CCA to assess how comparable publicly traded
businesses are valued and DCF to examine the company's fundamental ability to generate future cash
flows. During an IPO, market-based valuation analysis can be particularly important because investors
compare the proposed valuation with publicly traded companies in the same industry. Analysts may
therefore examine multiples such as Price-to-Earnings, EV/EBITDA, and EV/Revenue alongside broader
industry trends (Rosenbaum & Pearl, 2022).

For younger or high-growth companies with limited operating history, conventional valuation becomes
more challenging because historical earnings may provide limited information about future performance.
In such cases, analysts may place greater emphasis on revenue growth, market opportunity, unit
economics, comparable-company evidence, and scenario-based DCF analysis. The valuation must
consequently reflect both the company's current financial position and the uncertainty surrounding its
future growth.

7.3 Valuation in Strategic Corporate Decision-Making

Valuation extends beyond transactions and capital raising and can support a company's broader strategic
decision-making. Corporate managers can use valuation analysis to evaluate potential investments,
divestitures, acquisitions, business restructuring, and resource-allocation decisions (Koller et al., 2020).
By estimating how a strategic decision could affect future cash flows and risk, management can assess
whether the expected economic benefits justify the required investment.

For example, a company considering expansion into a new geographic market can use DCF analysis to
estimate the present value of expected future cash flows from the expansion. CCA can provide evidence
regarding how similar businesses are valued, while PTA can help management understand acquisition
prices if expansion involves purchasing an existing competitor. These methods can therefore support
decisions regarding whether to build, acquire, invest, or exit.

Valuation can also help identify activities that create or destroy shareholder value. A project may generate
higher accounting profits but still reduce economic value if the returns generated are below the company's
cost of capital (Brealey et al., 2023). Consequently, valuation analysis encourages managers to consider
the relationship between expected returns, investment requirements, and risk rather than focusing
exclusively on short-term earnings.

7.4 Role of Valuation in Private Equity and Investment Decisions

Valuation is particularly important in private equity because investment firms must determine both the
price they are willing to pay for an investment and the potential return that can be achieved when the
investment is eventually sold. Private equity investors commonly examine a target company's historical
financial performance, future cash flows, industry position, leverage capacity, and potential exit
opportunities before making an investment decision (Kaplan & Strémberg, 2009).
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DCF analysis can help estimate the fundamental value of the target, while CCA provides evidence
regarding the valuation of comparable publicly traded companies. PTA can be particularly useful when
assessing potential acquisition values or future exit multiples. Private equity investors may also construct
financial models incorporating different leverage and exit scenarios to evaluate potential internal rates of
return (IRR) and multiples on invested capital.

Valuation in private equity is therefore closely connected to investment risk. A business may appear
attractive based on its projected growth but become less appealing if the purchase price is too high or if
the expected exit valuation is uncertain. This makes disciplined valuation particularly important when
assessing investments in competitive auction processes, where multiple potential buyers may place upward
pressure on transaction prices.

7.5 Use of Multiple Valuation Methods by Investment Bankers

Investment bankers commonly combine several valuation methods rather than depending on one
technique. This practice reflects the fact that each method captures a different dimension of corporate
value and contains its own sources of uncertainty. A typical investment banking valuation may therefore
include a DCF analysis, a set of comparable-company multiples, and a precedent-transactions analysis,
with the results presented together to establish an overall valuation range (Rosenbaum & Pearl, 2022).
The resulting analysis is often presented through a football field valuation chart, which visually
compares the valuation ranges generated by different methodologies. This enables clients to observe
whether the methods converge around a similar range or produce materially different outcomes. A
significant difference between methods can indicate that assumptions require further examination, for
example, an unusually high DCF value may result from optimistic growth assumptions, while a high PTA
value may reflect significant acquisition premiums.

Using multiple methods also improves the robustness of investment banking advice. DCF provides a
fundamental perspective, CCA captures prevailing public-market pricing, and PTA provides transaction-
based evidence. Rather than treating the output of any one model as an exact measure of value, investment
bankers interpret the results collectively and consider the company's specific characteristics, transaction
objectives, market conditions, and available evidence (Damodaran, 2012; Koller et al., 2020).
Consequently, valuation in investment banking is best understood as a decision-support process rather
than a purely mathematical exercise. Financial models provide structured estimates, but professional
judgment remains necessary to evaluate the quality of assumptions, relevance of comparable companies
and transactions, and broader economic environment. The effective application of DCF, CCA, and PTA
therefore depends on combining quantitative analysis with an understanding of the strategic and financial
circumstances surrounding each valuation assignment.

8. Discussion and Emerging Trends

8.1 Key Findings from Existing Literature

The literature reviewed in this paper indicates that DCF, Comparable Company Analysis (CCA), and
Precedent Transactions Analysis (PTA) represent complementary approaches rather than interchangeable
valuation techniques. DCF focuses primarily on the intrinsic economic value of a company by estimating
future cash flows and discounting them to their present value, whereas CCA and PTA derive value from
observed market and transaction evidence (Damodaran, 2012; Koller et al., 2020). This distinction
explains why the three methods can produce different valuation outcomes even when applied to the same
company.

IJFMR260588568 Volume 8, Issue 5, September-October 2026 15



http://www.ijfmr.com/

i International Journal for Multidisciplinary Research (IJFMR)

IJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

Existing corporate finance literature also demonstrates that valuation is strongly influenced by
expectations concerning growth, profitability, risk, and the cost of capital. Research on fundamental
valuation suggests that expected future cash flows and required returns are central determinants of equity
value, while market-based approaches incorporate information about how investors and acquirers are
currently pricing comparable businesses (Penman, 2013). Consequently, valuation should be interpreted
as an estimate based on available information and assumptions rather than as an objectively observable
number.

A further finding is the importance of using multiple valuation methods. Investment banking literature
generally supports triangulating intrinsic and market-based approaches because each method has different
strengths and weaknesses (Rosenbaum & Pearl, 2022). Differences between valuation outputs can
themselves provide useful information by identifying assumptions or market conditions that require closer
examination.

8.2 Importance of Assumptions and Quality of Financial Data

The reliability of any valuation depends substantially on the quality of the underlying financial information
and assumptions. This is particularly evident in DCF analysis, where assumptions about revenue growth,
operating margins, capital expenditure, working capital, discount rates, and terminal growth can materially
influence the final valuation (Damodaran, 2012). A mathematically precise model cannot compensate for
unrealistic assumptions or inaccurate financial data.

The same principle applies to market-based methods. CCA depends on selecting genuinely comparable
companies and using consistent financial measures, while PTA requires reliable information about
transaction values and the financial characteristics of acquired companies. Differences in accounting
policies, fiscal years, capital structures, or exceptional items can make apparently similar financial metrics
difficult to compare (Koller et al., 2020).

Financial data quality has therefore become an important component of professional valuation. Analysts
must distinguish recurring operating performance from exceptional events, identify inconsistencies in
reported information, and assess whether historical results provide an appropriate basis for future
projections. Sensitivity and scenario analysis can further help determine how strongly the valuation
depends on uncertain assumptions. This reinforces the view that valuation is not simply a computational
exercise but a process requiring critical assessment of evidence and financial information.

8.3 Emerging Role of Technology and Data Analytics in Valuation

Advances in financial technology and data analytics are changing the way investment professionals
collect, process, and interpret information. Traditional valuation required analysts to manually collect
financial statements, market prices, industry information, and transaction data. Modern financial systems
can increasingly automate portions of this process, allowing analysts to process larger datasets and identify
patterns more efficiently.

Data analytics can support valuation by improving peer-company identification, monitoring market
multiples, analysing historical financial trends, and conducting scenario and sensitivity analysis.
Automated systems can also integrate information from multiple sources, reducing the time required for
repetitive data collection and calculations. These developments are particularly relevant to CCA and PTA
because both methods depend heavily on identifying and comparing large sets of companies and
transactions.

However, technology does not eliminate the need for professional judgment. Automated analytical
systems may identify statistical similarities without recognising important differences in business models,
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competitive positioning, management quality, or strategic rationale. Consequently, technology is most
effective when it complements rather than replaces fundamental financial analysis (Koller et al., 2020).
8.4 Role of Artificial Intelligence in Financial Analysis and Valuation

Artificial Intelligence (Al) represents a further development in financial analysis because machine-
learning and natural-language-processing technologies can process large quantities of structured and
unstructured information. In financial contexts, Al can potentially assist with financial statement analysis,
document extraction, market-data analysis, forecasting, anomaly detection, and identification of
comparable companies. The ability to analyse large volumes of information may increase the speed at
which analysts conduct preliminary valuation research.

Al may also contribute to valuation by identifying relationships across financial and non-financial
variables that would be difficult to detect manually. For example, automated systems can analyse corporate
disclosures, earnings announcements, industry information, and other textual data alongside conventional
financial metrics. This could support the identification of factors relevant to growth expectations or
perceived business risk.

Nevertheless, Al-based valuation introduces important limitations. Machine-learning models depend on
the quality and representativeness of their training data, and historical relationships may not remain valid
when economic conditions change. Models can also produce inaccurate or difficult-to-explain outputs
when data are incomplete or biased. Rudin (2019) argues that in high-stakes decision-making,
interpretability is particularly important, while Financial Stability Board (2017) research highlights
broader concerns surrounding model risk and technological dependence in financial services. Therefore,
Al-generated valuation insights should be subject to human review, validation, and appropriate
governance rather than being treated as automatically reliable.

The emerging role of Al is therefore better understood as an extension of analytical capabilities.
Investment professionals are likely to use Al to improve efficiency in data-intensive tasks while retaining
human judgment for assumptions, interpretation, strategic assessment, and final investment
recommendations.

8.5 Research Gaps and Future Directions

Despite extensive research on corporate valuation, several areas require further investigation. One
important gap concerns how traditional valuation methods perform in industries characterised by rapid
technological change and limited historical financial information. Conventional DCF models may become
less reliable when future revenue models, competitive structures, and investment requirements are highly
uncertain. Similarly, identifying genuinely comparable companies can be difficult when innovative
businesses do not have established industry peers.

Another area requiring further research is the integration of non-financial information into valuation.
Environmental, social, and governance (ESG) considerations, intellectual property, customer
relationships, employee capabilities, and data assets may influence long-term corporate value but are not
always adequately captured by conventional financial statements (Eccles et al., 2014). Future research
could examine how these factors can be incorporated into valuation frameworks without reducing
analytical objectivity.

The increasing use of Al also creates significant research opportunities. Future studies could compare Al-
assisted valuation models with conventional DCF, CCA, and PTA approaches to determine whether
technology improves forecasting accuracy or primarily increases analytical efficiency. Research could
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also investigate model transparency, data bias, explainability, and the appropriate balance between
automated predictions and human judgment.

Finally, more comparative research across countries and economic environments could improve
understanding of how interest rates, regulatory systems, accounting standards, market liquidity, and
institutional differences affect valuation outcomes. Such research would be particularly valuable as
investment banking becomes increasingly global and technology-driven. Overall, future developments in
corporate valuation are likely to involve greater integration of financial modelling, large-scale data
analysis, and Al while maintaining rigorous attention to assumptions, transparency, and professional
judgment.

9. Conclusion

Corporate valuation is a fundamental component of investment banking because it provides a structured
basis for evaluating businesses, supporting transactions, and making investment and strategic decisions.
This review examined three of the most widely used valuation approaches, Discounted Cash Flow (DCF),
Comparable Company Analysis (CCA), and Precedent Transactions Analysis (PTA), and demonstrated
that each method provides a distinct perspective on corporate value. DCF focuses on the intrinsic value of
a company based on its expected future cash flows, while CCA reflects how comparable publicly traded
companies are valued by the market. PTA, in contrast, provides a transaction-based perspective by
examining prices paid for comparable businesses in M&A transactions (Damodaran, 2012; Rosenbaum &
Pearl, 2022).

The analysis demonstrates that none of these methods is universally superior. DCF provides a theoretically
strong assessment of fundamental value but is highly sensitive to assumptions regarding future growth,
profitability, discount rates, and terminal value. CCA is relatively transparent and reflects current market
conditions, but its reliability depends on the quality and comparability of the selected peer companies.
PTA is particularly useful in M&A because it incorporates actual acquisition prices and control premiums,
although transaction-specific synergies and differences in market conditions can limit the comparability
of historical deals (Koller et al., 2020).

The review also highlights the importance of financial statement quality, cash-flow generation, growth
prospects, capital structure, risk, industry conditions, and macroeconomic factors in determining corporate
value. These factors influence both the assumptions used in intrinsic valuation and the market multiples
applied in relative valuation. As a result, valuation requires more than mathematical calculation; it involves
financial interpretation, critical evaluation of evidence, and professional judgment.

The growing use of data analytics and Acrtificial Intelligence is likely to transform valuation practices by
improving the speed of data collection, financial analysis, comparable-company identification, and
scenario modelling. However, technological tools cannot eliminate the uncertainty inherent in forecasting
future business performance. Human oversight remains necessary to evaluate assumptions, interpret
unusual circumstances, and assess the reliability and relevance of analytical outputs (Rudin, 2019).
Overall, the literature supports the use of multiple valuation methods to develop a more balanced and
defensible assessment of corporate value. Combining DCF, CCA, and PTA allows investment bankers to
integrate fundamental business performance, prevailing market expectations, and transaction-based
evidence. For future finance professionals, understanding both the mechanics and limitations of these
approaches is essential because effective valuation depends not only on producing a numerical estimate
but also on understanding the economic and strategic factors that make that estimate meaningful.
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