
CAPITAL VALUATION PAPER

We develop a valuation model for venture capital--backed companies and apply it to US unicorns, that There are 2
versions of this paper.

The company had already sold Series A, B-1, B-2, C, and D preferred shares, each with different cash-flow,
liquidation, control, and voting rights. While still a small fraction of fund assets, mutual-fund purchases of
unicorns have soared tenfold in three years. Their preferred estimates suggest that, on average, reported values
overstate valuations by about 50 percent. Some Taxpayers Forgo Benefits of Itemizing because of Filing Costs
These financial structures and their valuation implications can be confusing and are grossly misunderstood not
just by outsiders, but even by sophisticated insiders," William Gornall and Ilya A. Also, there are some aspects
discussed in the paper regarding when a firm should accept a project and when to reject. Other topics include
cash flows, business valuation, working capital, capital budgets, and long-term financing. Systematic risk will
be also discussed in the paper concerning their target market and how risky is that. The results suggest the
theory that capital structure is the cumulative outcome of past attempts to time the equity market. The
valuation model that best supports the finding will also be detailed and defended in this paper. The researchers
illustrate the issues involved by considering the valuation and funding history of Square Inc. A growth firm
has the following three features Penman : 1. If the company did well, the shares paid off the same as common
shares. Developing accurate measures of the value of venture-capital-backed firms may be increasingly
important as new classes of investors begin holding shares in these companies. Mutual funds have begun
investing in these firms, and even individual investors are participating in these firms through third-party
marketplaces. Describe and compare major techniques for valuing bonds and shares. The researchers point out
that this simple calculation did not recognize that all shares were not created equal. And Price Multiple
approach is along with those as a verification. Students learn methods to evaluate financial alternatives and
create financial plans. As a consequence, current capital structure is strongly related to historical market
values. Asset valuation is an integral part of finance management where the valuation process will support the
decision making process regarding merger and acquisition related decisions, capital budgeting process and
investment analysis. Knowing what a business is worth and placing a value on it builds confidence so
undervalue or overvalue of the business does not happen. Failure to account for heterogeneity in outstanding
share characteristics is common, and may lead to systematic overstatements of the total value of a firm's
equity. Since the work published by Amit et al a body of management science literature was published around
the value relevance of non-financial information that quantifies the human capital of the founding team. The
researchers are not suggesting that the valuation of any share class is incorrect, just that the use of the price of
a single share class to value all of the outstanding shares can be inappropriate when trying to calculate a firm's
aggregate valuation. We document that the resulting effects on capital structure are very persistent. Finally, the
approach that BlackBerry took into consideration to overcome their risk.


