
MIDTERM II – REVIEW
SECTION III (25 POINTS) – STOCK MARKET
Stock buy/sell and dividends– calculate profit, HPR% with and without Margin (Ch 10)
You buy 100 shares of XYZ stock at 100 and sell it at 120 a year later. You borrow 50% at 5.0% interest and while you were holding the stock you received $2 per share dividend. Calculate the profit and HPR%.
CF0
Buy 100 shares x $100 = 	($10,000)
Borrow 50% 			$5,000
Net Investment			$5,000

CFOx
Sell 100 shares x $120		$12,000
Pay loan			$(5,000)
Pay interest (1 yr)		 $(250)
Receive Div $2x100		$200
Net Proceeds			$6,950
Less Investment			$(5,000)
Profit				$1,950

HPR% = Profit/Invest		$1,950/5,000 = 39%

Dividends added to Income Proceeds
Reduce Sales/Income Proceeds by the cost of leverage = Net Sales Proceeds
Net Sales/Income Proceeds less Total Basis = Gain or (Loss)
Gain (Loss) / Equity Basis = HPR

Stock Valuation Methods (Methods 1-5): (Ch 10)
· METHOD 1: Market Value Method - Current Stock Price: Enterprise Value = (Share Price * OS) + Net Debt

EV = (SP x SO) + D - C

· METHOD 2: Intrinsic Value Method – CAPM (Beta) – CAPM= Rf + Beta *(Rm – Rf)

V = (Target Stock Price + Div.) / (1 + CAPM)

· METHOD 3: Dividend Discount Method – discount the expected future dividend at the CAPM less the growth rate – Dividend Perpetuity Method (same as real estate cap rates)

V = (Div this year or Next Year’s Div) / (CAPM – Growth)

Next Year’s Div = Div x (1+g)

· METHOD 4: Comparable Company Method – Use an EBITDA Multiple from comparable traded companies (to generate Enterprise Value) * EBITDA less Net debt = Equity Value
· [(Multiple * EBITDA) – Net debt] / Shares Outstanding

[bookmark: _Hlk150886429]EV = EBITDA X EBITDA MULTIPLE (INDUSTRY)

· METHOD 5: Comparable Transaction Method – Use an EBITDA Multiple from recent transactions involving comparable companies (to generate Enterprise Value) * EBITDA] less Net debt = Equity Value
· [(Multiple * EBITDA) – Net debt] / Shares Outstanding

EV = EBITDA X EBITDA MULTIPLE (TRANSACTION)
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SECTION IV (25 POINTS) – (Ch 11) – BOND MARKET
Price and Invoice Price (includes accrued interest on bonds, must be based on “Settlement Date” not Trade Date = SD = TD + 3 “Business Days”)
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YTM, YTC, YTW, Current Yield (quick and dirty: Annual Coupon / Price)
YTC = YTM: use Redemption Value from Call, and Call Date as Maturity Date
[image: ]
Excel Formulas
YTM =yield (S,M,CR,P,R,F)
YTC =yield S, Mc, CR. P, Rc, F)
YTW – just type the lowest of all the yields
CY = (Annual Coupon $) /(Price of the Bond)  = 80/985 = 8.1218%



Price / Duration
Macaulay Duration = Total % Weighted (of Total PV Pmt Streams) Bond PV Payment Streams / 2
[image: ]
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YIELD TO MAURITY (YTM), YIELD TO CALL (YTC), YIELD TO WORSE (YTW) and CURRENT YIELD (CY)

EXCEL FORMULAS

YTM YTC1 YTC2 YTC3 YTC4 YTC5

Issuance Date =

1/16/2017 1/16/2017 1/16/2017 1/16/2017 1/16/2017 1/16/2017

Trading Date =

7/11/2018 7/11/2018 7/11/2018 7/11/2018 7/11/2018

Settlement Date (T+3) (SD) 7/16/2018 7/16/2018 7/16/2018 7/16/2018 7/16/2018

Maturity Date / Call Date (MD) 1/16/2027 1/16/2018 1/16/2019 1/16/2020 1/16/2021 1/16/2022

Coupon Rate (CR) 8.00% 8.00% 8.00% 8.00% 8.00% 8.00%

Market Price  (MP) 98.50              98.50           98.50           98.50           98.50           98.50          

Redemption (Final payment % of Par) (R ) 100.00            105.00          104.00          103.00          102.00          101.00         

Frequency (payments per year) (F) 2 2 2 2 2 2

Call Provision 105.00           104.00           103.00           102.00           101.00          

YTM= 8.249% YTC= NA 19.289% 11.006% 9.415% 8.757%

YTW= 8.249% CY= 8.1218%

=+E22*E13/(E11*10)

=YIELD(J9,J9,J11,J12,J13)

Face Value

$1,000 =YIELD(SD,MD,CR,MP,R,F)

Coupon Payment $

$40 =+E10*E21/2

Years (Term)

10

Years

Wednesday, July 11, 2018

Monday, July 16, 2018
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Face Value 1,000                  

Coupon Rate 8.00%

Life in Years 5

Yield 10.00%

Frequency 2

Bond Price $922.78

=-PV(C8/C9,C7*C9,C6*C5/C9,C5)

Macaulay Duration 4.18                   

Modified Duration 3.98%

=+C12/(1+C8/C9)/100

Convexity -                     

0.00%=+C16/C10

=+D20/$D$32

Period

Cash 

Flow

PV Cash 

Flow Weighted

Duration 

Calc

1 $40.00 38.10           

4.128% 0.041283

2 $40.00 36.28           

3.932% 0.07863429

3 $40.00 34.55           

3.744% 0.1123347

4 $40.00 32.91           

3.566% 0.14264724

5 $40.00 31.34           

3.396% 0.16981814

6 $40.00 29.85           

3.235% 0.19407787

7 $40.00 28.43           

3.081% 0.21564208

8 $40.00 27.07           

2.934% 0.23471247

9 $40.00 25.78           

2.794% 0.25147765

10 $1,040.00 638.47         

69.190% 6.91896172

100.000%

PRICE

922.78         

=SUM(D19:D30)

 DURATION 4.18
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ENTERPRISE VALUATION ANALYSIS

EV

(000's)

Debt

(000's)

Cash

(000's)

Eq Value

(000's)

Shares Outs

(000's)

Stock 

Price

Recom.

(-10%/

+10%)

METHOD #1 - Market Value / Using the Stock Price 12,674,000    3,099,000       906,000             10,481,000      103,292            101.47 $         

METHOD #2- Intrinsic Value 13,693,882    3,099,000       906,000             11,500,882      103,292            111.34 $          Sell 9.73%

METHOD #3- Dividend Discount Model (DDM) 9,846,458      3,099,000       906,000             7,653,458        103,292            74.10 $           

Sell -26.98%

METHOD #4 -Average  EBITDA  Industry Trading Multiples  10,868,490    3,099,000       906,000             8,675,490        103,292            83.99 $            Sell -17.23%

     Method #4 using direct Competitors EBITDA x 13,604,066    3,099,000       906,000             11,411,066      103,292            110.47 $          Hold 8.87%

METHOD #5 - Using Averge EBITDA Transaction Multiples 12,271,619    3,099,000       906,000             10,078,619      103,292            97.57 $            Sell -3.84%

METHOD #6 - Discount Cash Flow Valuation Analysis 8,771,972      3,099,000       906,000             6,578,972        103,292            63.69 $            Sell -37.23%

  Average of other methods 11,509,415   9,316,415        90.20 $            Sell -11.11%

METHOD #1 - Market Value / Using the Stock Price

Company Symbol

Stock Price

Stocks 

Outstanding 

($000)

Equity 

Value

 ($000)

Debt (ST&LT)

($000)

Cash

 ($000)

Enterprise 

Value 

($000)

10/30/2023 10/30/2023 10/30/2023 6/30/2023 6/30/2023 10/30/2023

Hyatt H 101.47 $        103,292          10,481,000       3,099,000        906,000            12,674,000    

METHOD #2- Intrinsic Value

Using CAPM = k = Rf + ( Beta * Premium ) Intrinsic Value = V0 = [ E(D1) + E (P1)] / (1+k)

Risk Free (10-year Tresury) = 4.87% D1= $0.76 Pre-covid Expected

Beta = 1.38x

Market Premium= 5.50% Exp (P1)= $124.43 (Avg Target by Analysts for 12/23)

Market Return (Rf + Premium)= 10.37% k= 12.44%

Expected Equity Return using CAPM= 12.44% Stock Val= 111.34 $           

METHOD #3- Dividend Discount Model (DDM)

Constant-Growth DDM (Gordon Model) V0 = D1 / (k-g) Expected HPR = E 9r) = [E (d1) + (E(p1) - P0) / P0

D1 = $1.25 Dividend (d1) $1.25

Expected Equity Return (k)= 12.44% P1 = P0+D $102.72

Expected Growth (g) = 10.57% 85% P0 101.47 $         

Stock Val = 74.10 $               Exp. HPR= 2.46%

METHOD #4 -Average  EBITDA  Industry Trading Multiples 

Company Symbol Stock Price

Stocks 

Outstanding 

($000)

Equity Value

 ($000)

Debt (ST&LT)

($000)

Cash

 ($000)

Enterprise 

Value 

($000)

EBITDA 

($000)

EBITDA 

Multiple

Beta

10/30/2023 10/30/2023 10/30/2023 6/30/2023 6/30/2023 10/30/2023 6/30/2023 10/30/2023 10/30/2023

Choice Hotels International

CHH 110.73 $          50,380              5,578,577            1,460,000          36,170                7,002,407          518,930              13.49x 1.26x

Hilton Worldwide Holdings Inc.

HLT 151.28 $          256,440            38,794,243          9,520,000          698,000              47,616,243        2,500,000           19.05x 1.21x

Intercontinental Hotel

IHG 73.91 $            165,150            12,206,237          2,960,000          713,000              14,453,237        915,000              15.80x 0.90x

Marcus Corporation

MCS 15.41 $            24,450              376,775               398,230             49,470                725,535             82,460                8.80x 1.54x

Marriott International

MAR 188.09 $          298,240            56,095,962          12,300,000        563,000              67,832,962        4,320,000           15.70x 1.59x

Park Hotels & Resorts Inc.

PK 11.50 $            215,730            2,480,895            4,720,000          797,000              6,403,895          615,000              10.41x 2.00x

Wyndham Worldwide

WH 71.60 $            82,960              5,939,936            2,160,000          79,000                8,020,936          573,000              14.00x 1.39x

Hyatt

H 101.47 $          103,292            10,481,000          3,099,000          906,000              12,674,000        783,000              16.19x 1.38x

EBITDA * Average Multiple Industry 783,000               13.88x

 Stock Val=

83.99 $                Average 13.89x 1.41x

EBITDA * Average Multiple (Hilton, Marriott) 783,000               17.37x

 Stock Val=

110.47 $              Average (less outliers) 13.88x

Hyatt's Enteprise Value 10,868,490         

METHOD #5 - Using Averge EBITDA Transaction Multiples (M&A Comparable Method)

Target 

Acquisition 

Price /Share

Shares 

Outstanding

Equity Value 

($mm)

Total Net 

Debt ($mm)

Enterprise 

Value (EV)

EBITDA (last 

reported)

EBITDA 

Multiple

Wyndham Hotel & Resorts 90.00 $                 82,960,000               7,466 $                   2,081 $                    9,547 $                   573 $                       16.66x

30.0%

Extended Stay America 19.50 $                 177,560,000            3,462 $                   2,303 $                    5,766 $                   356 $                       16.18x

15.1%

WoodSpring Suites (spin-off Choie Hotels) Private 1,500 $                   82 $                         18.29x

Starwood Hotels 72.08 $                 154,000,000            11,100 $                 1,090 $                    12,190 $                 980 $                       12.44x

Hilton Hotels 47.50 $                 390,400,000            18,544 $                 6,180 $                    24,724 $                 1,680 $                    14.72x

Four Seasons* 82.00 $                 33,078,000               2,712 $                   279 $                       2,991 $                   94 $                         31.90x

Fairmont/Rafles 45.00 $                 73,335,000              

3,300 $                  

124 $                      

3,424 $                  

187 $                       18.29x

Hilton International 5,578 $                   - $                       

5,578 $                  

504 $                       11.07x

Starwood Hotels 4,096 $                   315 $                       13.00x

La-Quinta Corp 12.22 $                 203,000,000           

2,481 $                  

926 $                      

3,406 $                  

230 $                       14.83x

Wynham Int'l 1.15 $                    172,053,000           

198 $                     

2,682 $                   

2,880 $                  

245 $                       11.75x

John Q. Hammons Hotels 24.00 $                 19,583,000              

470 $                     

765 $                      

1,235 $                  

85 $                         14.53x

Boca Resorts 24.00 $                 40,284,000               967 $                      217 $                      

1,184 $                  

90 $                         13.15x

Prime Hospitality 12.25 $                 44,808,000               549 $                      244 $                      

792 $                     

55 $                         14.38x

Extended Stay 19.93 $                 95,077,000               1,895 $                   1,232 $                   

3,126 $                  

225 $                       13.90x

Average

15.67x

Haytt's Enteprise Value

12,271,619        Stock Val= 97.57 $           Using LTM EBITDA= 783,000             

Blackstone Group

Blackstone Group

Host Marriott

Blackstone Group

Blackstone Group

JQH Acquisition LLC

Blackstone Group

Acquirer

Blackstone Group

Kingtom Hotels Int'l

Kingtom Hotels Int'l

Hilton Hotels Corp.

Choice Hotels

Marriott Hotels

Blackstone Group

Blackstone Group
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Manual Example:

Bought (Traded) F&A the 7.50% Corporate Bond at 98.50 on Thursday, January 17, 2019

=PRICE(M4,M5,M6,M7,M8,M9)

=COUPDAYBS(M4,M5,2,1)

=COUPDAYS(M4,M5,2,1)

360

Days =(M12/M13)*M6*100/2

=+M11+M14

$985.00     $98.50 x 10

$29.58      37.50 x (142 / 180) = $29.58 =+(D20/D14)*(D10*D13)

$1,014.58

Total Days 142 1/22

$37.50 $37.50

8/31 9/30 10/31 11/30 12/31 1/31 2/28

DAYS = 30 30 30 30 22

  T + 3 + 2 (wekends)

Accrued Basis



Thursday, January 17, 2019

Tuesday, January 22, 2019

Trading Date

Settlement Date 

(T+3 Business Days)

I N P U T

OUTPUT

Semi-Annual Coupon 

Payment

$37.50

                    142 Days

Market Price Paid 

Accrued Expenses

Invoice Price

98.50

7.500%

 F&A (Feb 28 and Aug 31)

$1,000

Market Price

Coupon Rate

Coupon Dates

Face Value


