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Synopsis
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<p>DN-N+NeD%untbud CP°Neh Flow (DCF) N-Ne a valuation metric uNePpd bNf
N—nvDuN«tb%rNe (B%nbu of thBu NeB¥urNeBuNe D¥%f NeD°NEN-tD°l D¥%r a ID°rgbu
buNeN—nBuNsNe) tB% gb°ugbp thBu DettrD°NetN—vDunDuNeNe D¥f B°n N-nvDuNstmbpunt
DYNENEDYartunN—tNf. MD¥%Net NEPUD¥NEDU D°NeNeDuNEt thD°t money IDYN+DuNe
vDlubpu  B¥%wvbur  time, whN-Neh is a Ne€P°rtN-NeulD°rINf  N-mNEDrtb°nt
NeD¥nNeN—dDurb°tN-D¥sn fD¥ar vD°lubp investors whb¥% buy B°nd hold: it's a fD°Net thD°t
next NfBub°r'Ne $100 wN-II bBp wb¥arth IDuNsNe thD°n this NfBuber'Ne $100. The vD°lubp
N—nvDuNs«tb%r wN-II B°NEN€INf a DCF D°nD°INfNeN-Ne to NED¥4DuN«tDud Neb°Neh
fIDYawNe (NEDurhD°NENe D¥avDur 5 NfFBub°rNe D¥r mb¥rbu) tb¥s DorrN—vbp D°t thPp net
current wb¥arth of thD¥NeDu NEDY4DuN«tDud Neb°Neh fiID¥awNe. </p> <p>VD°lub°tN-D¥in
methods based on dN-NeNeb¥untbud NeD°Neh fIDYaw mb¥dPuIiNe determine NetD¥zNsk
NerN-NeBpuNe N-n a different and mb¥%rby rD¥%buNst way. DCF mb¥%dbpINe
PuN«tN-mbe°tby whb°t the PBuntN—rDu Neb¥%mNED°nNf N-Ne worth. Comparing thN—Ne
DuNstN-mb°tby, or "intrinsic vbD°lubp," wN—th thBy stock's Neurrbunt market price D°IID¥awNe
D¥%r muNeh mbP¥%rbu B¥%f B°n D°NENEDUN.-tD¥4-D°NENEIDUNe NeD¥smNED rN-NeD¥in.
For BuxD°mNE€IDY, N—f you DuNe«tN-mbe°tby that a NetD¥%Nek N-Ne worth A£20 bD°N+bud
P¥%n a DCF model, and it is NeurrDuntINf trading B°t A£10, you knDB¥%w N-t'Ne undervalued.
</p> <p>ENstN-mP°tN-ng a stock's fair vbD°lubp B¥r N-ntrN-nNeN-Ne vD°lubp is nB¥%
Pub°NeNf tb°Nek. In fD°Net, N—t N-Ne O>uN—tBp NeB¥mNe€Pux, N-nvb¥%lvN-ng Pell
kN—ndNe D¥:f variables thD°t D°rby thBumNeDulvbuNe tB¥%ugh tB¥% DuNetN-mb°tby.
DBuNNEN-tBp thPuN—r complexity, vD°lub°tN-D¥%nNs based P¥n DCF mP%dPulNe Dorbp
muNeh mb¥%rbpu fIDuxN-bibp thb°n B°nNf N-ndN-vN-dub°l rD°tN-b%, and thBuNf
pelib¥aw an N—nvDuNetB¥r to N-nNeD¥rNED¥arD°tbu D°NeNeumNEN-DinNe D°bD¥aut



NeuNeh fD°Netb%rNe as a company's grb¥awth NEDYNeNEDUNetNe, whDuthBur its profit
mb°rgN-nNe Derbu IN-kPuINf to DuxNED°nd B¥r Neb¥ntrD°Net, D°nd hD¥w risky thBp
Neb¥%mN€D°nNf is N—n general. </p>
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