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Abstract

One of the main features of currently running ficiahand economic crisis is the
substantial drop of the value of assets held imfof stocks. The key issues for investors
nowadays is, whether to hold the stocks in the etgtiens of consequent regain of their
value, or whether to look for safer and more patii¢ targets for allocation of capital. This
is the question that is being asked also by thedteds of professional as well as small
investors and households, which are keeping theimay in form of stocks of companies
tradable at Prague Stock Exchange. Having in hhadirtformation about the potential
over- or undervaluation of the market price of thetck in relation to their intrinsic values
based on true financial fundamentals can help timake the right decision.

Finding the answers on these questions was semamragoal of this diploma thesis.
The analysis, which of the theoretical concepts stodk valuation methods are the most
successful in explaining the development of theactock prices for the companies listed
in Prague Stock Exchange comes to the forefronffei2nt valuation models and
econometric tools are tested on several compamesrder to estimate the potential
relationship between the actual and intrinsic vabfiehese stocks as well as to exhibit
eventual over- or undervaluation. Finally, based tbe outcomes of this analysis,

investment proposal related to buying or sellingespective stocks is made.



Abstrakt

Jednym z hlavnych rysov prebiehajlcej fitxagj a hospodarskej krizy je vyrazny
pokles hodnoty bohatstva alokovaného v podobe .akeiiestor rieSi v dneSnej dobe
problém,¢i je vyhodnejSie draaakcie v @akavani buddceho rastu ich hodnoty alebo sa
zamerd na bezpénejSie a profitabilnejSie formy aktiv. Nielen stgvgrofesionalov, ale aj
mali investori a doméacnosti drzia svoje Uspory eormie akcii firiem obchodovanych na
Prazskej burze cennych papierov.

RieSenie popisaného problému by malot byostavené na dbveryhodnych
informéaciach o moznom nad- alebo podhodnoteni ttirgien tychto akcii v zavislosti na
ich vnutornej hodnote, ktor4 je zaloZzena na skutoh finargnych a nefinagtnych
ukazovatéoch.

Hlavnym ci¢om tejto diplomovej prace je analyza vhodnosti [ptaizniektorej
z ocaiovacich metdéd v snahe o vysvetlenie zavislosti méoizto vnatornou hodnotou
a skut@nou trznou hodnotou akciovych titulov. Jej jadra@mpjdenie odpovede na otazku,
ktory z teoretickych konceptov a dmacich metdd najlepsie vystihuje vyvoj trznychncie
akcii kétovanych na Prazskej burze cennych papiérglrana vzorka firiem je testovana
pomocou réznych o@evacich metdéd a ekonometrickych nastrojov zalam zistenia
potencidlneho wahu medzi skutnou a vnatornou hodnotou predmetnych akcii, ako aj
kvOli preukdzaniu ich eventualneho nad- alebo pddbtenia. V zavere je na zaklade
vystupov z analyzy predloZzeny inveésty navrh tykajuci sa predaja alebo nékupu

prislusnych akcii.
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1. Introduction

In the past several months, we have been expengrcie of the worst financial and
economic crises since the Great depression. Thalslen in industrial production, drop of
consumption and decline in the international exgleanf goods and services goes hand in
hand with dramatic fall of vast majority of tradaldtocks. Value of capital held in form of
stocks and shares lost tens of percents withinraeweeks and professional investors as
well as ordinary people are often facing huge lesmed significant decrease of personal
wealth.

One of the questions that the rational stock hostteruld ask would be what to do
now. Does it still make sense to hold these stodibat is their intrinsic value? Are they
reflecting the actual economic strength of the canyp are their undervalued due to the
drop cause by the crisis, or were they overvaluefdirb and we can still expect further
decrease of their value?

Being able to perform independent valuation of #heck title and knowing the
relation between this value and its actual or fitararket value could help us find the
answers to all these questions. Great deal ohtitee has already dedicated to the topic of
stock valuation and many methods have been dewtlapealculate the intrinsic stock
value

and predict its future development. The goal & thploma thesis is to test the most
common and proven methods in the environment otiCrapital market in order to find
out which of these methods gives the most appraermatcome when comparing it to the
development of actual market value of the stocks.

This thesis is divided into two main parts. In thest theoretical part, the basic
valuation terminology as well as pricing methoddescribed. The proper understanding of
theoretical background is necessary for correctgeisaf specific models and right
interpretation of the outcomes from the empirigalgsis. In the following, empirical part,
analytical and econometric tools are used to decidiech of the outlined methods “fits
best” the conditions of Prague Stock Exchange. bh# fitting approach is tested on five
companies, whose stocks are publicly tradable dter the selection of the model, whose
outcome will approximate the real market valuesrtiwest, the test is extended on another

four companies. If this method proves to be eflectin its ability to reflect the
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development of actual stock values, it will be gnatl in more depth and the investment
proposal will be made on its basis. This investmienbmmendation could than serve as a
starting point when deciding about investing int@im stock titles in Prague Stock

Exchange.

2. Theoretical part

2.1. Basic definitions

Coming to valuations themselves, it is importanspecify the basic formulations that
are going to be used by various valuation meth®ts.capital asset pricing model and the
weighted average cost of capital are those thatdaseribed in this chapter with the

detailed process how to reach their values.

2.1.1. Cost of Capital

The value of the company is obtained by discountiagh flows that are available to
debt and equity holders. The appropriate discoat# is weighted average cost of capital
(WACC) that is calculated by weighting the costseqliity and debt capital according to

their respective market valtie

WACC= Ve k. + Vs

k, O(1-T),
Vd+Vee Vd+Ved ( )

whereV, represents the market value of equity,the market value of debk, is the cost
of equity capital,k,is the cost of debt capital and T is the marginabme tax rate of the
company.

The weighted values of capital and debt represeit tespective part of total capital
and are measured in terms of market values. Theessful implementation of the cost of

capital relies on consistency between the compsrarthe WACC and free cash flow and

the cost of capital must meet some criteria to r@si

L PALEPU, K.G. (2004), pp. 474
2 KOLLER, T. and GOEDHART, M. and WESSELS, D. (2008). 291
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* the opportunity costs from all sources of the @giave to be included; free cash
flow is available to all investors who expect comgegion for their risk;

* the required rate of return of every security ltabe weighted by its target market-
based weight and not by its historical book value;

* it must be calculated after corporate taxes;

* it has to be denominated in the same currencyess dash flow and in nominal
terms in case those cash flows are stated in ndneirmas.

None of the components of the WACC is directly obakble and therefore several
models are required to their estimation. The chpifset pricing modélis used to
determine the cost of equity. It converts the n§kthe asset into the expected return. The
yield to maturity of the company on its long-terebtlis used to assess the cost of debt. As
long as the free cash flow is measured withoutréstetax shields, the cost of debt is

measured on an after-tax bésis

2.1.2. Cost of Equity

2.1.2.1. Risk and Return

Risk and return are assumed to be the main featnfraavestment strategy. In
finance, the risk can be defined as a likelihoodredeiving different return on an
investment as was expected. Each investor shoud khat investing in the stock market
brings some risks - the unique risk is typical éach stock and it can be eliminated by
holding a well-diversified portfolio; the marketski is associated with market-wide
variations, but cannot be eliminated. Some litegdtcompares the risk in finance to the
Chinese symbols for danger and opportunity — tieeeetradeoff between rewards reached

with the support of opportunity and the higher i@ska consequence of a danger.

Rates of return can be used for several purposes.dDthem is an evaluation of

historical performance known also as ex-post ratagturn, rates that have already been

3 The model will be described later.
* KOLLER, T. and GOEDHART, M. and WESSELS, D. (2008). 292-293
® For example DAMODARAN, A. (2002), pp. 61
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earned. They are used to estimate the rates ohrttat are expected in the future, or ex-
ante rates of return. Estimation of firm’s costeguity for capital budgeting decisions can
be considered as the other use of rate of réturns
The purchase of assets with an aim to achieveuanrét a certain time is considered
to be the basic investment strategy. The expeetedris calculated as a weighted average
of the possible returns, while the weights correspio the probabiliti€s
Expectedeturn = E[R] =2 pg [R,

Prrepresents the probability that each possible méRwrill occur.

The actual returns mostly differ from expected omwed this difference is assumed to
be a seed of risk. Investors can reach variousomgs and the spread of them around the
expected return is usually measured by variancgtasrdard deviation of the distribution.
The skewness of the distribution represents the foiard negative or positive return. In
case of normal distribution of returns, there isnmeed to worry about skewness as the
normal distribution is symmetric. The variance &ided as an expected squared deviation

from the mean and the standard deviation as asqaar of the varianée

Var(R)= E|RE[R]|= =, p, O(R- E[R].

SD(R) =Var(R).
If case of riskless return, the variance is zerat @es not deviate from its mean.
Otherwise, the variance increases when the demmtfoom the mean are growing. In
financial terms the standard deviation is ofteechlolatility and is easier to interpret it in

comparison to the variance because it is in theesamts as the returns themselves.

If the investor faces two investments that have shee standard deviation but
different returns, since he is rational he chodbesone with the higher expected return.
Expected returns and variances are mostly estimayedpplication of past rather than

future returns.

® LEVY, H. and POST, T (2005), pp.161
" BERK, J. and DeMARZO, P. (2007), pp. 286
8 BERK, J. and DeMARZO, P. (2007), pp. 287

14



2.1.2.2. Capital Asset Pricing Model

Two main returns related to the systematic riskkai@vn. Return on Treasury bills is
fixed, it is not affected by transactions on therketiand therefore it is rated as the least
risky investment with betaof 0. On the other hand, market portfolio of conmnstocks is
considered to be the riskiest investment with étd. In reality, all investors demand
higher return than from the Treasury bill.

Sharpe (1964), Lintner (1965) and Mossin (1966 )ettgyed a model implying that
the total risk of security consists of systematitafket) and unsystematic (individual)
risk.!° The first one, Sharpe, described the model inolyébllowing assumptiort&

* investors are risk averse;

* the existence of identical time horizons and id=dtreturn expectations for each
individual security (impossible in reality);

* the possibility to lend or borrow at the riskleaterof interest;

* No taxes or transactional costs;

* the desire of investors to hold efficient portfalipresents their rationality.

A great amount of investors limit a diversificatitny holding a few assets. The
particular reasons for this behavior are as follows

« a small portfolio is enough to reach the most efltenefits of diversificatioff

* the quest to find the undervalued assets creageslifipleasure to hold the assets
that are supposed to be overvalued.

On the other hand, CAPM assumes the equal accag®tmation for everybody and
due to this fact investors should not be able tal funder or overvalued assets in the
market. Other assumptions are that all assetsraded and the investments are infinitely

divisible. Portfolios of the investors will haveeidtical weights on risky assets and will

° The coefficient beta measures systematic risk@stock. The term will be explained later.

10'SUK, H.K. and SEUNG, H.K. (2006), pp. 547

Y FIRTH, M. (1977), pp. 88

2 The more diversified the portfolio is, the smaliearginal benefits of diversification are. Thus tharginal
costs of diversification (transactions and monitgrcosts) could not be covered.

See: DAMODARAN(2002), pp. 93
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include every traded (stocks and bonds) and urdrdgevate companies and human
capital) asset in the market and this is the reasencall it the market portfoftd

The model uses the existence of risk-free assetgames it into a connection with

analyzed portfolio and the market portfolio. Twods are distinguished within the model.

Capital Market Line

The main principles of the CML are the maximizatioh expected returns,
minimization of the risk of return, the amount dfi@ent portfolios created exclusively by
risk portfolios and there is only one type of ris&e asset on the market.

The expected return of the portfolio is given bydwing expressiot":

E(rp)= s +[E(rm)_rf ]Dai’

m

where E(rp) is expected return on portfolio, is risk-free interest rateE(rm) represents

expected return on the market portfolm,is standard deviation of returns on efficient

portfolio and o, represents standard deviation of returns on thé&eh@ortfolio. The next

picture reflects the above mentioned formula.

The pointm represents the market portfolio as the optimal moation of all risky
securities. In equilibrium all securities will becluded in portfoliom in proportion to their
market values. The curved line in a picture is knoas an efficient frontiér (first

mentioned by Markowitz (1952)) and represents tikection of all efficient portfolios.

13 Thanks to unobservability of the market portfolioproxy is necessary. The S&P500 is considerée tihe
most common agent for U.S. stocks. MSCI EuropeXratehe MSCI World Index is used as a proxy owdsid
the U.S. These well-diversified indexes are higtdyrelated and thus, the choice of index can havells
effect on beta. Literatures warn not to use a lotatket index. When measuring beta versus locaxndot
the market-wide systematic risk is measured butpamy's sensitivity to a particular industry.

See: KOLLER, T. and GOEDHART, M. and WESSELS, {®), pp. 310

¥ FIRTH, M. (1977), pp. 90

5 The CML uses standard deviation instead of betad¢asure a risk. Portfolio theory assumes thabmati
investor would choose the portfolio with the greatesturn. As long as the portfolios can have thmes
return, a rational investor would choose the ptidfeith the lowest standard deviation for a spiedflevel
of return. The portfolio is efficient if there iorother portfolio that has the same standard deviawith
a greater return and n portfolio that has the sanen with a lesser standard deviation.
See:_http://www-fp.mcs.anl.gov/otc/Guide/CaseStsighert/efrontier.htm(10.01.2009)
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Figure 1: The Capital Market Line (CML)

E[rp]l
T The Capital Market Line

Er,)

The core from the understanding of the line is tte relationship between the
expected returns on individual securities or imgft portfolios and their standard

deviations is not described.

Security Market Line

Market risk premium is defined as a differencensen the return on the market and
the interest rat& As an illustration, the following graph is used.
Treasury bills have a beta of O; their risk premigralso 0. The market portfolio has

a beta of 1; its risk premium I‘s(rm)—rf . These two criteria beg the question of the

expected risk premium when beta is neither 0 nor 1.

% Since 1990 the market risk premium has beenéname 7,6% a year.
See: BREALEY, R.A., and MYERS, S.C. and ALLEN,(2008), p. 214
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Figure 2: The Security Market Line (SML)

En
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Capital asset pricing model asserts that in a ctitiyge market the expected risk
premium varies in proportions to beta. Accordinghis claim, all investments in a graph
have to plot along the sloping line, known as aiggcmarket line (SML).

The relationship between expected risk premium ln gtock and expected risk

premium on the market can be writteft’as

E(ri )_ e = ,BD[E(rm)— s J’
where E(r,) represents expected return on seclirity represents risk-free interest rate and
E(r,) expected return on the market portfolio. B is useda statistical measure of

systematit® risk. The risk-free rate and market risk premiu @mmon to all companies
and only beta is different for the companies. i @APM beta catch the whole market risk

that is measured relative to a market portfolio.

Three inputs should be used for the applicatiothefCAPM. They are assesselfas

" KOLLER, T. and GOEDHART, M. and WESSELS, D. (2008). 294

8 The definition of systematic risk states, thataptures the uncertainty of the return distributsnfar as it
relates to an economy-wide benchmark variable.

See: KULPMANN, M. (2002), pp. 52

9 DAMODARAN (2002)
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* the investor knows the expected return of riskbesset with assurance for the entire
period of analysis;

* the investor demands the risk premium to invegshexmarket portfolio instead of
investing in a riskless asset;

* beta measures the risk included by an investmethietonarket portfolio.

In praxis, the linear regression is used to esgrbata in the security market Iffte
=ty =a+p(n,-r )+e
Beta is the ratio of the covariance to the variaocéhe market return, alpha is the

intercept that is implied to be zero within the QAP

Figure 3: Regression line represented by slope beta

A
Realized
Excess Return
on Asset

Slope (B)

Intercept ()

Realized Excess Return
on Market

Picture shows beta as the regression slope; epasothe error in the regression
presents the distance from the line (predictedaich point on this graph (actual). The risk
of the analyzed portfolio in relation to the markettfolio is bigger when the beta is above
one. In comparison, the risk is lesser when the ketsmaller than orfé.The intercept

alpha specifies the overvaluation or undervaluatate of the security. It is the rate of

20 http://www.duke.edu/~charvey/Classes/ba350/riskrigkman.htm(13.01.2009)

2L \Well-established and large companies like enemparations expose to a relatively stable demamd fo
their products.

See: OBERNDORFER, U. (2008), pp. 3
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market imbalance and indicator if the assets avpgsty valued. On the chance that alpha
is bigger than zero, the security is undervaluedier than zero — overvalued and if alpha

equals zero, the security is valued corréétly

2.1.2.3. Alternatives to the CAPM

The restrictive assumptions on transactional cgstsate information in the CAPM
and the dependence on the market portfolio werentie reasons why many of academics

have been searching for other asset pricing model.

Arbitrage pricing model

Founded by Ross (1976), the arbitrage pricing m@délT) uses another basis to
measure a risk. The fundamental hypothesis of tbdemlies in taking advantages of
arbitrage opportunitiés by investors with the successive elimination. setssume two
portfolios having the same revelation to risk dffgrdifferent expected returns. Under
given circumstances, investors will buy the portfalisposing higher expected returns, sell
the portfolio that have lower expected returns gaoh the difference as a riskless profit.
Two portfolios have to earn the same expectedmétuprevent arbitrage from occurring.

The CAPM predicts that the rates of return on theetare linearly related to the rate
of return on the market portfolio. The APT assuriesrate of return on any security to be

a linear function ok factorg*:

ﬁ = E(§)+Qlﬁl+"'+hkﬁk +&,
where R represents the random rate of return on iIheasset,E(I%) represents the
expected rate of return on thl assetp, is the sensitivity of théh asset’s returns to the
kth factor, IEk is the mean zer&th factor common to the returns of all assets under

consideration and; is meant as a random zero mean noise term fotttlasset.

22 http://www.fem.uniag.sk/Martina.Majorovalfiles/kvétativny _manazment.dod3.01.2009)

2 n this case, the riskless investment and earnioge than the riskless rate are meant under time ter
arbitrage opportunity.

See: DAMODARAN, A. (2002), pp. 97

24 COPELAND, T.E. and WESTON, J.F. (1988), pp. 219
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This theory does not reflect on the origin of tlaetérs®, the return on the market
portfolio might or might not serve as one factaack stock has two sources of the risk:

* risk stemming from the pervasive factors that canme eliminated by
diversification

* risk arising from feasible events that are unigoettie company and can be
eliminated by diversification

By stock operations, investors can ignore the umigsk and therefore the expected
risk premium on stock is affected only by factor macroeconomic risk. According to
arbitrage pricing theory, the expected risk premana stock depends on the expected risk

premium associated with each factor and the seitgitf the stock to each of the facttis

To conclude, both CAPM and APM make divergencefirof-specific and market-
wide risk as they measure the market risk diffdyerdtccording to the CAPM, market risk
is captured in the market portfolio; the APM allofes multiple sources of market-wide
risk and measures of sensitivity of investmentsdii@nge in every sourfe One can think
of the factors in APM as special stock portfolidsitt tend to be subject to a common
influence. In case that the expected risk preminneach of these portfolios is proportional
to the portfolio’s market beta, the APM and CAPMIwffer the same solutidh

Fama-French Three -Factor Model

The Journal of Finané&brought an assertion made by Fama and French Y1992
concerning relationship between betas and retiims.relationship was examined between
1963 and 1990 with a conclusion that average stettkns are not positively related to

market betas. According to their research, equéturns are inversely proportional to the

% The factor can be as oil price as interest raid, sb on. Some stocks are more sensitive to sonrce
factors than the others. As an example is givenoBxXxobil that would be more sensitive to an oiltéac

than, e.g. Coca-Cola. If the factor 1 notices ueelgd changes in oil pricebl,l will be higher for Exxon

Mobile.

See: BREALEY, R.A., and MYERS, S.C. and ALLEN,(Z008), pp. 224
26 BREALEY, R.A., and MYERS, S.C. and ALLEN, F. (B)Qpp. 224

2’ DAMODARAN, A. (2002), pp. 98

8 BREALEY, R.A., and MYERS, S.C. and ALLEN, F. (B)Qpp. 225

29 Journal of FinanceJune 1992, pp. 427-465
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size of a company and positively related to theraf a book value of a company to its
market value of equify.

On the basis of given empirical results, the risigun to be measured with a model
known as the Fama-French three-factor model. Thia maint lies in three facts the
excess returns of the stock are regressed on erwa$®t returns, the excess returns of
small stocks over big stocks and the excess retfrhggh book-to-market stocks over low
book-to-market stocR& The risk premium is determined by a regressiothersecond and
on the third mentioned excess and this is the reagby small companies do not receive a
premium. On the other hand, companies receive pisknium if their stock returns are
correlated with those of small stocks or high bémknarket companies.

There was much debate about it within next yedmnihud, Christensen and
Mandelson (1992) performed other statistical tastéhg the same data and drew a
conclusion that differences in betas explainedediffices in returns for this time period.
One year later, Chan and Lakonishok (1993) too# aunsideration longer time series of
returns (1926-1991) and discovered the failure afitpre relationship between betas and
returns and returns only in the period after 198fe third debate was done by Kothari and
Shanken (1995) who used annual data instead of sitervals to estimate betas. Their
outcome was that betas explain a significant prigoof the differences in returns across

investments,

2.1.3. Cost of Debt
Generally, the cost of debt is counted as weightentage of effective interest rates
that are paid from various types of liabilities €Téffective interest rate is expressetf:as

_ - Ut(l_t)+st
D= ey

%0 KOLLER, T. and GOEDHART, M. and WESSELS, D. (2003). 315

31 KOLLER, T. and GOEDHART, M. and WESSELS, D. (2008). 316

%2 The whole description of the factor returns istammrdy and is not the subject of the thesis. Theplete
problem is described in FAMA, E. and FRENCH, K. 939 pp. 3-56

%3 DAMODARAN, A. (2002), pp. 104

% D means net cash gained through Iddp, are interest payment§ is loan repayment for a given period,

i is demanded interest rate, for which the equasidulfilled and which expresses the effective rat
See: MARIK, M. & co. (2003), pp. 178
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This calculation is usable just in case of fixethtdaterests and in the situation when
the amount of money obtained through loan is etpuéthe present market value of a debt.
Therefore, this debt expression is possible toardg when a solvent company is being
priced or the loan was accepted recently and rtsftbe present conditions.

More useful is to estimate the cost of debt witleralative method based on market
data. Yield to maturity can be estimated with tatng of assessing obligation. In praxis,
the concrete company’s debt should be assignedutb snarket obligations that are
burdened with the similar ridk

2.2. Valuation Methods

2.2.1. Discounted Cash Flow Model

The discounted cash flow principle states that ititernal value of any asset is
expressed as the present value of all its expduatace cash flows to the investor that are

discounted at the proper risk-adjusted discouettaBenerally, this can be shown as:

CF,

"= 2 )

t=1

The DCF model for any asset is the same as is tse@lue a stock; however,
analysts discount cash flows of the return that banearned in the capital market
concerning with the same risky securities.

The stock owners expect two kinds of cash flows a®nsequent upon their stock
means: cash dividends and capital gains and loBsé#ss instance, the expected return of
the share over the next year is as follows:

(= Div, +P, - PR, ~ P = Div, + P,
P, 1+r
Expected return of the stock in one year is expess a sum of expected dividend

per share plus the expected price appreciaggonP, divided by the original price. After

% The whole process of rating determination is dbedrin MARIK, M. & co. (2003), pp. 179-180
% LEVY, H. and POST, T. (2005), pp. 493
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mathematical modification and in case of dividepidce and expected return forecast, the
subsequent formula shows that today’s price caalde® predicted. Coefficientacts as a
discount rate that is called market capitalizatiate or equity cost of capital. It is defined
as the expected return on the other securitietheisame ris¥.
On the basis of today’s stock price determinatinalysts are able to look into the
future by using the general formula, and e.g. sajpgpthat the final period is H:
- Div, N Div, - Div,, +P, :i Div, LB
@+r) (+r) @er)t E@er) @)

Assuming that H limits to the infinity, the preseratiue of the terminal price should

approach zero. The outcome is complete skip ottehainal price and the expression of
today’s price as the present value of a perpetteas of cash dividendfs
Div,

PO:Z(:H_r)t

t=1

Although it seems now, that this DCF formula does take capital gains into
consideration, it was shown that the formula wasvdd from assumption that price is
determined not only by expected dividends but bisoapital gains.

It seems like very useful method of valuation, heardt is not recommended to use
it in several cases, particularly whenit is a cyclical firm; the firm is in trouble; Wi
unutilized assets; with patents or product optiamglved in acquisitions; in the process of
restructuring or it is a private firm. The modefju@es firms with assets that generate cash
flows which can be forecasted with no troubles. Bbevementioned firms have either

negative cash flows or tend to follow economy.

DCF models can work with different cash flows, nhstith: DCF Entity (free cash
flow to the firm FCFF) is meant as free cash flawowners and creditors, DCF Equity
(free cash flow to the equity FCFE) as a cash ftovowners, DDM (dividend discount
model) — a special cash flow for stockholders idivdidend and EVA presents the cash
flow that exceeds the opportunity costs of stoctard and therefore assigns a growth of

their fortune.

3" BREALEY, R.A., and MYERS, S.C. and ALLEN, F. (Z)Qpp. 88-89
% BREALEY, R.A., and MYERS, S.C. and ALLEN, F. (Z)Qpp. 90-91
%9 DAMODARAN, A. (2002): pp. 17-20
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2.2.2. DCF Entity

FCFF presents the sum of cash flows to all claihddrs who can use it without the
threat of weakening the economic situation of tha.fThe simplest way to reach this free

cash flow is to compute cash flows according tofttiewing formuld®:

FCFF = EBIT(l - taxrate) + Depreciaton— Capital Expenditue — AWorkingCapital

This cash flow is prior to debt payments and dassmcorporate any of tax benefits
due to interest payments.

The value of the firm that is predicted to growaatustain rate in perpetuity, a stable
growth rate, is valued using the formula expressiegstable growth model:

FCFF,

Valueof the firm = ———
WACC-g,

where FCFF, expresses expected next year's FCFF gnthe growth rate in he FCFF to

infinity. Two conditions have to be fulfilled wharsing this model: growth rate has to be
lower than or equal to the growth rate in economg frm’s characteristics have to be in
accord with assumptions of stable growth.

In general case, the value of the firm can be eddthas the present value of the
future FCFE":

t=00
Valueof the firm = ZFC—FF‘t
= (1+WACQ

Let’s imagine the situation when the firm achieseseady state in few years and

from this moment it starts to grow at a stable ggte

Valueof the firm = ti FCFR | [FCFF,./(WwACC-g,)]

= (1+WACCQ) (1+wAcQ)"

40 http://www.it.nccu.edu.tw/faculty/Ikhu/%E5%9C%8BYHIAY%IBY%ES%B2%A1%ET7 AEWAL %E7%
A2%A9/Donald/Chapter_7_Primer_on_Cash_Flow Valumafipt(01.02.2009)

DAMODARAN, A. (2002), pp. 383

“I DAMODARAN, A. (2002), pp. 385-390
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The FCFF approach is better used for firms thathdistinction of high leverage or
are in a process of changing their leverage. Tahes&CFE approach in these cases will be
a little bit difficult because of volatility causday debt payments and the value of equity
that is more sensitive to assumptions about graamith a risk. The advantage of using
FCFF instead of FCFE is that cash flows relatingdéit do not have an urge to be
considered explicitly. The FCFF is a pre-debt céisiw; FCFE takes the debt into

account?.

2.2.3. DCF Equity

FCFE represents a model which discounts poterather than actual dividends. The
three versions of this model are simplified versioof DDM that vary in replacing
dividends. Next formula shows how to achieve tiee ftash flow to equity:

FCFE = NetIncome- (Capital Expenditues— Depreciaton)(1- J) -
- (AWorkingCapital)(1- o)

The difference between capital expenditures andedéegtion is known as net capital
expenditures;s is a proportion of those net capital expendituaesl working capital
changes and is raised from debt finanéfngrherefore, the FCFE is a cash flow that
remains after adjusting for interest payments, dhtance and debt repayniént

The constant growth FCFE model values firms thatvgat a stable rate and the value
of equity expresses as the function of expectedB;Gke stable growth rate and the
required rate of retufr
_ FCFE,

k=0,

where P, represents the value of today’s stoBICFE is the expected FCFE for the next

P

year, k. is the cost of equity of the firm argl is the growth rate in FCFE for the firm

“2DAMODARAN, A. (2002), pp. 407

43 DAMODARAN, A. (2002), pp. 351-353, http://www.ingopedia.com/terms/f/freecashflowtoequity.asp
(01.02.2009)

“BERK, J. and DeMARZO, P. (2007), pp. 586

4> DAMODARAN, A. (2002), pp. 364
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forever. The growth rate has to be reasonable amo@ & is stable, it cannot surpass the
growth rate of whole economy by more than one arpercent.
In case of stableness and when the firm pays olEF&s dividend, the value of

equity will be the same as was obtained from Gogtomvth model.

The two-stage FCFE model values firms with expedesivth during the initial

period and stable continuation after that. The gmewvalue of a stock is expressed as

follows™®:
FCFE, P _ FCFE,,,
P = P = ,
° Z(1+k) (1+k,)" and F, k. -0,

where P, is price at the end of extraordinary growth periB€FE, the free cash flow to
equity in year t andy, the growth rate after the terminal year forever.

The model is very similar to two-stage dividendwgtto model in matters of the initial

and the next stable period, it differs in use oFECather than dividends.

The three-stage FCFE model, called also the E-ma@dlies firms with expected
high growth rates during the initial period, theclitang growth rate during the transitional
period followed by steady state perfad

‘”1 FCFE, ”‘2 FCFE P,

-(—Hk tn1+1(1+ket) (1+kest) andl:’nz:—r_gn ,

where P, represents the terminal price at the end of ttiamsil period,nl the end of

initial high growth periodn2 the end of transition period arid expresses the cost of
equity in high growth (hg) and stable growth (s#jipd.
Again, the model is very similar to the three-stdgedend discount model, however

uses FCFE instead of dividends.

To conclude, the main difference between dividesdalint models and free cash

flow to equity models consists in diverse defimtiof cash flow. DDM uses expected

4 DAMODARAN, A. (2002), pp. 370
“"DAMODARAN, A. (2002), pp. 379
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dividends on the stock to the contrary with FCFEdgldhat uses residual cash flow after
meeting all financial obligations. The values césh models will vary in case the FCFE is

different from those dividend$

2.2.4. Adjusted Present Value

The APV method is an alternative valuation methededl on determination of a
leveraged value Mhat is computed by using its unleveraged valtled taking the value
of the interest tax shield and any costs risingnfrother market imperfections into

account®:

V' = APV =V" + PV(InteresfTaxShield) -
- PV(Financial Distress AgencyandIssuanc€ost9

The APV is especially used when the project’s deled to book value. Kaplan and
Ruback (1995) used APV method for analysis of griteat were paid for a sample of
leverage buyoutd Cash flows were projected after tax, however sithany interest tax
shield which were valued separately and added lteqgaity valué'. The result was the
APV valuation for a company.

In comparison to WACC, the APV method is more caogtéd because, as was just
mentioned, two separate valuations, the unleverggepbct and the interest tax shield,
have to be computed. To compute the APV one h&adw the debt level; when the debt-
equity ratio is constant, the project’s value hadé known to compute the debt level. If
there are other size affects, it is more appropriatuse the APV method rather than the
WACC method. In general, the capital investmentjgmtois worthwhile if the APV is

positive.

‘8 DAMODARAN, A. (2002), pp. 394

“9BERK, J. and DeMARZO, P. (2007), pp. 581-582

0 BREALEY, R.A., and MYERS, S.C. and ALLEN, F. (Z)Qpp. 549

®1 Kaplan and Ruback used the same discount ra@lfoash flows, including interest tax shields; thethod
is known as “compressed APV” method.

See: BERK, J. and DeMARZO, P. (2007), pp. 584
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2.2.5. Economic Value Added

Although it was Alfred Marshaif who first used the term of economic profit more
than a century ago, it became popular thanks tacdmsulting firmStern Stewart & Co.
specializing itself in increasing firm’s efficiepc The firm named the concept as an
economic value added (EVVAand registered the acronym as a trademark.

EVA® represents an economic profit that is made by &ftar all costs are covered,
all capital costs included (equity and liabilitiek)is expressed &%

EVA®= NOPAT — WACC*C

NOPAT implies a net operating profit after taxes &is capital bound in assets that
are used within the main activity at the beginnifghe valued period.

The EVA® indicator shows the value of the firm that is manjeits activities and
examines if this value is higher than the valueliikgained by the capital that would be
invested into the firm under the terms of anotheestment opportunity with the same risk.
In comparison to the capital profitability, EVAas essential divergences:

* it stems from economic profit and contains altexsatosts of invested capital;

* it includes only gains and costs related to thenmaativity;

» when counting the cost of capital, only those @pd taken into consideration that

is bound in assets used in main activity of the gany.

One of the qualities is its basis in many of themsaoncepts underlying the NPV
calculations. It suits the theory, that there igreat possibility of the increase of firm’'s
value if managers accept projects with a positi®/NAt the same time it works as a tool
to measure the firm performance, employees’ matwaand company and investment
projects valuatiors.

EVA® uses accounting information; entry profit and irvesnt capital data

quantification demands many amendments of accaymfirantities. This is considered to

%2 According to Marshall, the economic profit compdsthe rest of the owner’s gains after the inteveshis
capital at the current rate was deducted. The vetaated by a company has to take into account, both
expense recorded to its accounting records andgpertunity cost of capital exploited in the busise

See: KOLLER, T. and GOEDHART, M. and WESSELS, D0(®), pp. 63, citation from: Marshall, A.:
“Principles of Economics,” vol.1 (New York: MacMilh &Co., 1890):142

%3 http://www.fem.uniag.sk/cvicenia/ke/bielik/EkondmP620podnikov/1.prednaska.p@2.01.2009)

* BERK, J. and DeMARZO, P. (2007), pp. 156-158
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be the main disadvantage of E¥AThe other one is that the calculation of equitgtoof
capital does not give a univocal result even wheingia lot of models. As long as the
growth of EVA® indicator is attended by the increase of costsagpital, the value of the
firm can drop in spite of the current EVAncrease. EVARindicates the value of gains and

costs today, but does not include expected asséte ifuturé®,

2.2.6. Dividend Discount Model

The expectation of dividends during the holdingigbrand an expected price at the
end count among main arguments why investor buystoak. The expected price is
determined by future dividends, thus the pricehefstock equals to the present value of the

expected future dividends it will pdy

_ Div1+ Div, N Div, . =5 Div,,
ek, k) aek) T Ak

wherek, represents cost of equitRiv is expected dividend pre share aRgdis value per

share of the stock.
Dividend presumptions cannot be made through iyfimind on this ground few

dividend discount models have been developed.

Gordon Growth Model
The simplest model forecasting the value of stacla istable-growth firm in which

dividends grow at a rate that can be sustainedéote
P = Div,
k.—9g

The constant dividend growth model assumes thastthek price is equal to the next

year's dividend divided by the difference betweeuity cost of capital k,) and the

expected dividend growth rate in perpetuigy’{ Some assumptions are needed to run the

%5 http://www.fem.uniag.sk/cvicenia/ke/bielik/EkondmP20podnikov/1.prednaska.p@2.01.2009)
DOLLIVER, B.K. (1998), pp. 46

®° BERK, J. and DeMARZO, P. (2007), pp. 249

>’ BERK, J. and DeMARZO, P. (2007), pp. 249

* DOLLIVER, B.K. (1998), pp. 23
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modef®: the only source of financing is represented higined earnings, the company has
perpetual life with constant rate of return and ¢tost of capital is greater than growth
raté’®. A crucial question should be posed — which growate is proper to be a “stable”
growth rate? It has to be less than or equal tagytbeith rate of the economy in which the
firm operates. However, analysts often do not agiéle this argument for several reasons.
Firstly, each analyst has his own point of viewestimations of expected inflation and real
growth in economy. For example, analyst with higaepectation of inflation in the long
term can suggest a higher nominal growth rate & @bonomy. Secondly, firms can
become smaller over time in relation to the econdintlgeir growth of rate is lesser than
that of the economy. Third, the sensitivity to @y@wth model indicates that the stable
growth rate cannot be more than 1% or 2% above ribvwth rate in economy. In case of
larger difference, analysts are supposed to usestage or three-stage growth mddel
Multistage growth models take into consideratioa filict that firms may grow at different

growth rates during their lifecycles.

Two-stage Dividend Discount Model

The two-stage growth model is primary meant to @adustock with two stages of
dividend growth. The growth rate in an initial phas not stable and in most cases is
higher than the stable one. The further period datistinction of steady state and the
growth rate is expected to be stable for the lemgft.

& Div, P, _
Y FORN I PO it

Div,,,

P =

e,hg e,st - gn

%9 http://www.rocw.raifoundation.org/management/mhmf@®rateRestructuring/Lecture_Notes/lecture-26.pdf
(26.01.2009)

% |f the cost of capital is lower than growth ratee implication of Gordon Growth Model will be imgsible,
because stock dividends are not able to grow slekiel forever.

See: BERK, J. and DeMARZO, P. (2007), pp. 249

®1 DAMODARAN, A. (2002), pp. 323-324 and DOLLIVER, B. (1998), pp. 23

%2 Where: Divt = expected dividend per share in yeaPt= price at the end of year Ik.e: equity cost of
capital; “hg” represents high growth period and *stble growth periodg = extraordinary growth rate for

the first n yearsg,, = steady growth rate forever after year n
See: DAMODARAN, A. (2002), pp. 330-331; LEVY, H.@fOST, T. (2005), pp. 508-509
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No model is perfect and also this one has somerfe®ns?. The first problem lies
in specifying the length of extraordinary growthripd, typical for the initial phase. After
this period, the growth rate is expected to deer¢as stable level. As this period is made
longer, the value of an investment will increaseother problem deals with a hypothesis
that the growth rate is high during initial periadd becomes lower stable rate overnight at
the end of the period. It is much more realistit tie shift from high to lower growth rate
happens gradually over time than the sudden ovetrtegp, although it can happen. The
third problem refers to skewed estimates of theiesdbr firms that do not pay out what

they can afford in dividends.

The H Model for valuing Growth

Presented by Fuller and Hsia (1984), this two-stagdel is not constant in the initial
growth phase in comparison to the classical onelbdines linearly over time to the stable
growth in a steady phase.

The basic assumption states that the earnings lgraé starts at a high initial rate
and declines linearly over the extraordinary grop#hiod to a stable growth rate. Dividend
payout and equity cost of capital are constant twes and the shifting growth rates do not
have any influence on them. The value of expecigdehds can be expressed‘as

p = Div, O(1+g,) , Div, OH (g, - g,)
(k. - 9,) (k.- 9,)
The model defines a certain structure of growtlk dibp. It falls in linear increment

every year based upon the initial and stable growath and the length of extraordinary
growth phase. Small deviations from this specutatio not affect the value significantly

but the large can cause probfém

%3 DAMODARAN, A. (2002), pp. 330-331
® Where: P, = value of the firm per share in the present tilﬁe'kvt = dividend in year tg, = grow rate

initially, g, = grow rate at the end of 2H years, applies farefterwards

See: DAMODARAN, A. (2002), pp. 342-343
% DAMODARAN, A. (2002), pp. 343; HITCHNER, J.R. (200 pp. 111
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Three-stage Dividend Discount Model

This model stands on the basis of the fact thakat@mount of firms evolve through
three stages: growth, transition and maturity. ifieal period is assumed to have a stable
high growth, second period declining growth andtthied period is supposed to remain in

stable low growth to infinity°.
t=nl + t t=n2 H +
=S EPS O(L+g,) 0N, Div, , EPS, O(1+g,)0M,

t=1 (1+ ke,hg )t t=nl+l (1+ ke,t )t (ke,st -0, )(1+ r)n

The value of the stock can be expressed as themnirgalue of expected dividends

during the first and second phases and of the taingrice at the beginning of the final
stable growth phase.

The huge plus of this model is that it removes meogstraints imposed by other
dividend discount models. On the other hand, itireg a larger number of inputs and the
errors of these inputs, where there is substamigde in the estimation process, can

overwhelm any benefits that accrue from additidteiibility ®”.

2.2.7. Relative Valuation

Price-earning ratio (P/E) is one of the most commaed relative valuation
techniques. It measures the price which is investepared to pay for each monetary unit
of earnings and is computed as the ratio of custatk price to the current year’'s annual
earnings per shate

I:)0
EPS

P/E=

The ratio serves as a demonstration of stock &itesess. If the stock price is low
relative to the EPS, investors can expect high oatesturn and therefore relatively high

dividends. Due to this fact, P/E ratio is often gamred to DDM as its simplified version.

® Where: EPS = earnings per share in yeaDin = Dividends per share in year(f, = growth rate in
high growth phase (lasts nl period$), = growth rate in stable phasel,, = payout ratio in high growth

phase [T, = payout ratio in stable growth phask;,z equity cost of capital; “hg” represents high gtow

period, “t” transition and “st” stable growth petio

See: DAMODARAN, A. (2002), pp. 344-345; LEVY, H.@®POST, T. (2005), pp. 509-511
°” DAMODARAN, A. (2002), pp. 346

® BREALEY, R.A., and MYERS, S.C. and ALLEN, F. (B)Qpp. 798
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It is difficult to use P/E ratio without any uncairities when EPS is declining or
negative because of early periods of its lifecydWare effective is to evaluate stable
companies in the late growth, although it is nat thost valid valuation measure. The
problem grounds in P/E that is reciprocal of thpested return. Here, the expected return
ignores the risk and thus he P/E should measusediifiérences in risk between the stocks.
The higher the risk of the asset the higher theeetgqal return and hence the P/E ratio is
lower. Similarly, the less risky assets will termdhave higher P/E ratio. Since the ratio is
generally computed using the current year's anfiR®, there is a need of carefulness

when comparing ratios from different perfad

3. Empirical Results

After being more familiar with the basic conceptsl anethods of company valuation,
it is possible to proceed to the main, empiricait pd this thesis. The key task at the
beginning of my research was to find out, whichtloé previously mentioned pricing
method$® give the most approximate picture of real marketls value&'. In order to
overcome the problem of insufficiency of reliablatal sources, | focused on a sample of
big companies traded on Prague Stock Exchangeglyears 2005-2007, which are due to
legal regulations obliged to publish their mainaficial statements regularly, namely CEZ,
Erste Bank, Zentiva N.V., Unipetrol and Philip MsirORCO, Komercni Banka, CETV
and Telefonica. The annual balance sheet, prafil@ss statement and cash-flow statement

served as a base for information that was useda@sinputs to used valuation models.

3.1. Assessment of the Pricing Methods

After close study of various pricing methods, | ided to use DCF entity (FCFF
given and FCFF estimated), DCF equity (FCFE) andAEXodels. The reason for the
selection of these specific set of methods raisenh fthe fact, that APV, DDM and P/E

®9LEVY, H. and POST, T. (2005), pp. 518-521; DOLLIREB.K. (1998), pp. 23

0 For the purposes of this thesis, | use the temicing and Valuation as synonyms

"1 By talking about market, | refer here to the megmpanies whose stocks are publicly traded aPthgue
Stock Exchange
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ratio methods weren’t feasible for all of my seéettompanies mainly because not all of
them issued dividends, as one of the main incomésetlast three mentioned models.

3.1.1. FCFF methods

Before the start of FCFF pricing itself, 1 had toild WACC model, as its results
serve as the input to other calculations as desgrih more detail in Chapter 2. After
clarifying risk free raté, risk premiunt® and bet&', for each year 2005-2007, | was able to
calculate CAPM model as a prerequisite into WACEuations. Thereby | set the ground
for one of the methods, DCF entity.

The first used valuation method was DCF entity. Wag how to compute the free
cash flow to the firm has already been describethénchapter 3.1.1. of this work. When
determining the value of the firm using DCF entitgthod, the first step is to calculate the
future values of FCFF, which is usually being rmadi through following three
technique&*

- firstly, the historical cash flow data can bediss a base for the future. In this case
it is standard to take the average of free cashsflivtom the past three years and use it as
the expected free cash flow for the next five yeRusther on, in order to take into account
different possible scenarios, optimistic, realisdnd pessimistic, | used zero, two and five
percent as respective growth rates for the enscamgputations of all values. The result
containing two-percent growth rate served as acooo¢ for the pricing method (FCFF
Given)'®,

- secondly, in order not to lose the informatiomatbhistorical growth trends on the
level of individual items in financial statementstried to simulate the growth rates

separately for all major items for the next fiveagge with the growth rates ranging from

2 http://www.mfcr.cz/cps/rde/xcha/mfcr/xsl/ivrsd_emisdd_46698.htn{20.04.2009)

3 www.ekonomicke _analyzy.cz/text_posudek.h(g0.04.2009)

" Own calculations, see attached Appendix I.

> Due to the way of future FCFF calculating, | digtiish the “FCFF Given” and “FCFF Expected” method.
“Given” is meant on the basis of ex-post data; “&oed” on the basis of my own predictions.

® The selection of 2 percent was set as a conseevastimate of the average annual growth rate én th
following years. Even though we currently face trep due to economic crisis, | expect the growth to
recover at least partially in the medium term,
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one to approx. four percent. When calculating FOEt€ome | used those predicted values
(FCFF Expected);

- the third method is closely related to the prasione. Having the longer time series
of reliable data at disposal, one of the most ateuways would be the extrapolation of
historical data into the future by the usage oftisieal and econometric tools.
Nevertheless, due to insufficient data availahildagly the two previous options were used

instead.

The calculation of FCFF is one of the inputs to thedel computing the intrinsic
value of the company stock (ISV). In order to obtdie value of the stock, the two-stage
growth model was employédl Since the result was just gross operating valu¢he
company, it had to be reduced by interest bearamital and non-operating assétd ater
on, the stock intrinsic value has been calculateti@mpared with the stock market value

valid to the 31 December of a respective yEar

3.1.2. EVA method

Calculation of the intrinsic stock value using EVi#odef® follows the previous two
methods. The value of the firm calculated by usiEMA method can be reached as
follows®;

V, =C + MVA- liabilities paying interest
where C is capital expressed as a sum of equityaalothg-term deBf and MVA means
Market Value Added.

" FCFF two-stage model was described in Chaptet.3.1.

8 Non-operating assets are defined as short-terncamgterm investments; interest bearing capitah@sds
and loans.

See: MARIK (2003), pp. 103-107

"9 All calculations performed for this pricing methedn be seen in Appendix Il. and IIl., with restitis
Appendix VI. at the end of my work.

8 Details about EVA calculations are described s @hapter 2,2,5, and Appendix IV of this thesis.

8 MARIK (2003), pp. 258-261

82 http://investorloi.com/?p=249 (15.04.2009)

36



3.1.3. FCFE method

The last used method was free cash flow to thetedtirstly, the FCFF value for the

next five-year period had to be computed. | detrediithe average of values reached for
previous three years and expected two percent grinwteach following yedf. Two-stage
growth model served for obtaining the value offiha with the intrinsic stock value.

3.1.4. Results

Following tables are summarizing the results o¥/juesly mentioned calculations for

each of the examined years and companies.

Table 1: Overview of the market and intrinsic stockvalues - 2005

Zentiva
Unipetrol
CEZ

Philip Merris
ERBAG

Zentiva
Unipetrol
CEZ

Philip Morris
ERBAG

Zentiva
Unipetrol
CEZ

Philip Morris

2005
Actual Stock Value FCEF given FCFF expected EVA FCFE
1136 -B69 a07 507 1098
338 358 612 272 244
736 64 643 217 96
18 251 31255 12228 12905 55 452
1.365 -4 564 290 903 57
Table 2: Overview of the market and intrinsic stockvalues - 2006
2006
Actual Stock Value FCFF given FCFF expected EVA FCFE
1268 -84 627 646 -538
234 318 302 79 160
950 B1 503 319 -83
10840 19816 9881 7307 43145
1597 -10 265 82 1054 -A67
Table 3: Overview of the market and intrinsic stockvalues - 2007
2007
Actual Stock Value FCFF given FCFF expected EVA FCFE
972 2630 181 192 -1232
233 22 143 92 231
1362 555 600 444 206
7933 19196 12369 8927 37 923
1291 9729 -186 1506 -389

ERBAG

As can be clearly seen from the first insight,ividtbial stock values obtained from
different calculation methods differs significandynong each other and also in comparison

to actual stock values (ASV). Nevertheless, in otdébe able to better recognize common

8 Details about calculation can be seen in Appeldix
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trends in the development of stock values as vealbafurther decision about the choice of
the most approximate method it is very helpful tomalize the data set. Without the loss
of any information about the changes in the vahfestocks, it would than be possible to
get clearer picture about the level of proximityeatch method to actual stock values.

Further on, it makes also sense to normalize datéhk purposes of the following
econometric analysis. Without any data adjustmemt®, of the main outcomes of this
analysis, standard errors of the Ordinary LeastaBzu (OLS}* estimations would be
automatically biased in favor of pricing methody f@hich the intrinsic stock values
(obtained from calculations) of stocks with highsalote value, are relatively more
approximate to actual stock values comparing tcerotimethods. This could be best
illustrated on the example of Phillip Morris. Witltonormalization of the data, regression
model:

ASV = B, + B, OFCFE + i,

that explains the relation between ASV and the t#Nained by using FCFE model was
giving the lowest absolute Standard Error of theled@omparing to regressions using data
for FCFF or EVA instead of FCFE, even though it \aa$e to explain the development of
the actual stock value only for Phillip Morris afadled in all other cases. As can be seen
from the graphs on the following pages, the othethwmds were in general much more
proximate to actual stock values for most other gannes apart from Phillip Morris. This
iIs the result of the computation formula for in OlgStimations, where regression
coefficients are calculated so that the sum of irsuaf differences between the regression
line defined by regression coefficients and acuales are minimize®. The data was
normalized in a way, so that the 2005 value foheaduation method and each company
was set to 100, and the values for the years 288062807 were adjusted accordingly to
keep the information about the relative change. Tdikwwing formula was used for
normalization of the data:

Value(2006), = 100 + 100*((Value(2006) — Value(2005) /(ABS(Value2005))
resp.

8 For more details regarding OLS see e.g. GUJARRTDE), pp. 58
8 For more information about the results of othegif@ssion model please see Appendix VI.
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Value(2007) = 100 + 100*((Value(2007) — Value(2005) /(ABS(Value2005))
for “c” standing for individual companies.

Thereafter, it was possible to compare the norredldata much easier and graphical
analysis could be used to find the best fittinghodt On the following articles, summary
of the comparison for individual methods per eacangned company is provided as well
the short description of the firm to better undemst the development behind financial and
stock value indicators. Where applicable, the imation about the development of
companies’ profits are provided for the comparifmoughout this thesis as well, as profit
iIs assumed to be one of the main indicators infiirenthe buying behavior of investors

and thus also of the stock value development.

3.1.4.1. Zentiva

Zentiva is an international pharmaceutical compiduay develops, produces and sells
modern generic pharmaceutical products. Its styategented on profitable gain lies in
developing the accessibility of modern medicamentsCentral and Eastern Europe
markets. In recent years Zentiva realized radidehtegic acquisitions in Slovakia,
Romania, Hungary and Turkey and enlarged its pihsigb to concentrate on sphere of

prime care across the regfn

Table 4: Normalized Intrinsic Stock Values — Zentia

2005 2006 2007
Profit 100 119 b
Actual Stock Value 100 112 a6
FCFF given 100 190 -103
FCFF expected 100 B9 -2
EVA 100 127 g
FCFE 100 -7k -112

8 Annual report of Zentiva, 2007, pp. 4
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Figure 4: Intrinsic Value of the Stock - Zentiva
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As obvious from the graph, the development of ttieia stock value of Zentiva is
almost identical with the development of companysfits and with the intrinsic stock
value calculated using EVA method. The two othdacipg methods, especially FCFF

given differs from the previous significantly.

3.1.4.2. Unipetrol

Unipetrol is an important refinery and petrocherhicampany in Czech Republic,
significant player in Central and Eastern Europé since 2005 also a part of the biggest
refinery group in Central Europe PKN Orlen. Its matrategy is created by three pillars:
petroleum processing, petrochemical productionratall sale of fuels.

Unipetrol considers external market conditions ® & challenge in next years.
Extremely volatile oil prices and the economic &iton in the world should have
considerable impact on economic incorfies.

87 Annual report of Unipetrol, 2007, pp. 21

40



Table 5: Normalized Intrinsic Stock Values — Unipetol

2005 2006 2007
Profit 100 43 37
Actual Stock Value 100 B3 B3
FCFF given 100 g9 b2
FCFF expected 100 49 -3
EVA 100 29 34
FCFE 100 b5 55
Figure 5: Intrinsic Value of the Stock - Unipetrol
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For Unipetrol, none of the results from valuatiorthods copies the development of

actual stock value as good as for the case of vaeniihe trends of decline of the actual

stock value in the first observed year and follayvstabilization was in line with EVA

outcomes, however the drop of intrinsic value @& $hock in 2006 computed by EVA was

more than double. FCFF calculations do not explaach of the development of

Unipetrol’s actual stock value and FCFE fits almpstfectly, however only for the first

period.
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3.1.4.3 Philip Morris

Philip Morris CR is a major producer and dealertabacco products in Czech
Republic and is a part of Philip Morris Internatininc.

Table 6: Normalized Intrinsic Stock Values — PhilipMorris

2005 2006 2007
Profit 100 B3 53
Actual Stock Value 100 53 43
FCFF given 100 B3 B1
FCFF expected 100 &1 106
EVA 100 &7 B3
FCFE 100 73 53

Figure 6: Intrinsic Value of the Stock - Philip Morris
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As discussed earlier, for the case of Phillip MarifCFF given was the best fitting
method. FCFE values are in line with actual trered,sharper decline in the first year and
further, although slower decline in the second yAatual stock values copies EVA just in
the first year.
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3.1.4.4. Erste Bank

Erste Bank is a retail bank in Central Europe baseflustria that operates also in
Czech Republic, Slovakia, Hungary, Romania, Ukrafderbia, Croatia and Bosnia and
Herzegovina. The strategy of Erste Bank is basethi@e pillars. Business pillar identifies
the development of retail banking operations asamractivity. According to geographic
pillar, Central and Eastern Europe presents theehmarket. Efficiency pillar sets out the
vision of operating and expanding as efficientlypassibl&®.

Table 7: Normalized Intrinsic Stock Values — ErsteBank

2005 2006 2007
Profit 100 125 158
Actual Stock Value 100 123 103
FCFF given 100 -37 -32
FCFF expected 100 a0 -303
EVA 100 123 182
FCFE 100 -367 -285

Figure 7: Intrinsic Value of the Stock - Erste Bartk
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For Erste Group, EVA method is the only one, whesellts correspond at least
approximately with the development of actual steakies.

8 Annual report of ERBAG, 2007, pp. 25
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3.1.4.5. CEZ

CEZ is a dynamic, integrated energetic concern ¢itaurs in many countries in
Central and South-Eastern Europe with the headeygar Czech Republic. Its main aim of
business is production, distribution and sale eficity and energy and mining. The
short-term target is to become a number one imrthiket of electric energy in Central and
South-Eastern Europe.

Table 8: Normalized Intrinsic Stock Values — CEZ

2005 2006 2007
Profit 100 129 192
Actual Stock Value 100 130 185
FCFF given 100 295 1133
FCFF expected 100 78 95
EVA 100 147 205
FCFE 100 113 415

Figure 8: Intrinsic Value of the Stock - CEZ
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As can be seen from the graph, similar to the cddérste Bank, development of
actual stock value for CEZ is in line with its ingic value computed by EVA. FCFE and
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FCFF correctly estimated just the rising trend,emtheless it is overestimated comparing to
EVA and actual market values.

3.1.5. Selection of the Most Approximate Method

After the performed graphical analysis, it seena the actual stock value is the best
representative of the intrinsic stock value calmdaby EVA. The following pictures

outline just the development of the ASV, Profit aBdA for each of the companies in
focus.

Figure 9: Intrinsic Value of the Stocks - Actual, B/A and Profit
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Setting EVA as the most approximate method wasethhante assumption before |
performed the supporting analysis based on comipaotaf Standard Error for each of the
following model$®:

ASY = B, +B,LEVA +4,
ASY =, + B, OFCFE, +4,
ASV = B, + B, FCFFg, +
ASV =, + B, OFCFFg + 4,

Standard Error of the Estimate or Standard ErrdhefRegression computed as:

~2
& = /Z/Ui
n-1

for “m = 1,...4” representing each of the previousdels, is simply the standard deviation
of the actual stock values from the estimated s=goa line defined by linear coefficients
So andp; and it is commonly used as a summary measureeofgbodness of fit” of the
estimated regression line. Alternatively, it is gibte to use a Coefficient of Determination
R? that provides us with the similar information ke Standard Error of the Regression as
it measures the proportion or percentage of thel teariation in actual stock values
explained by the regression motel

8 For computation of Standard Error of the Estimatemalized data were used
% GUJARATI (2003); pp. 78
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As the data set is very limited, results of thialgsis are not very robust as far as the

regression coefficients are concerned, neverthetesssufficient for the comparison of

Standard Errors for particular estimations. Thedpthe standard error, resp. the higher the

Coefficient of Determination, the better the actsimick values reflects the intrinsic stock

values for individual pricing methods.

Table 9: Analysis of Standard Errors

FCFF given
FCFF expected
EVA

FCFE

R-Squared Standard Error of Regression
0,56223 29,4142

4,26E-04 44 4466
068603 24,9102

0045572 43 4247

From the table outlining the results is clear, ttte# conclusions made based on
graphical analysis are also supported by numecalgulations and actual stock values of
the five examined companies are in general besaieaun by EVA modeéf-

3.2. Econometric Testing of Selected Method

3.2.1. Extension of Selected Model for Supplementary Companies

After the selection of the “best fitting” methodhetdata set was extended for further
companies, to obtain more observations and thusake the analysis more robust. The
following table outlines the results of the valoatiand compares it with actual stock value

and development of profits.

Table 10: Results of EVA Method for Further Four Canpanies

Profit after tax Actual Stock Value EVA
2005 2006 2007 2005 2006 2007 2005 2006 2007
CETV 42 835 25287 88 65 1408 1 462 2106 1808 5343 51033
Komercni banka 9120 921 11225 344 3099 4 371 3619 4 264 3618
ORCO a6 272 97 855 100 904 1809 2755 2165 2 360 3684 1030
Telefonica b 245 8020 10 386 525 476 o456 323 278 400

%1 Detailed regression results together with datadcba provided upon request.
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Nevertheless, the normalized data captured inahewing tables together with respective
graphs provides us with clearer picture about tektion between ASV and EVA

calculated ISV.

3.2.1.1. ORCO

ORCO occurs at a Central European market as aqultlital real estate developer
with three main business lines — Residential Dgwakent, Property Investment and Asset
Managemerit.

Table 11: Normalized Intrinsic Stock Values — ORCO

2005 2006 2007
Actual Stock Value 100 152 120
Profit After Tax 100 174 1749
EVA 100 156 44

Figure 10: Intrinsic Value of the Stock — ORCO
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In case of Orco, both ASV and ISV development cancharacterized by similar
trends, i.e. very strong growth in the year one ahdrp decline in the following year.
Development of the company’s profit, especiallythie second period does not fully copy
the other two variables and both ASV and ISV desedalespite its positive growth.

92 Annual report ORCO, 2007, pp. 4-5
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3.2.1.2. Telefonica

Telefonica is the third biggest telecommunicatioompany in the world. Its
operations are divided into three main regions:irfgdaatin America and Europe; together
it is presented in 25 countries. 63 % of all revenare generated outside the home market.

The main goal is to maximize the value of its atitig at global, regional and local leVel

Table 12: Normalized Intrinsic Stock Values — Telafnica

2005 2006 2007
Actual Stock Value 100 = 104
Profit After Tax 100 128 16R
EVA 100 Ak 124

Figure 11: Intrinsic Value of the Stock -Telefonica
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For Telefonica, we can observe relatively strongnahent between ISV computed by
EVA and actual market stock values. The growth efefonica’s profit was not fully
transferred into the growth of ASV or ISV.

9 Annual report Telefonica, 2008 pp. 14-16
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3.2.1.3. Central European Media Enterprises

CETV, company established in Bermuda, invests imyetbps and operates
commercial channels in Central and Eastern Eur8peresent it operates in Bulgaria,
Croatia, Slovakia, the Czech Republic, Sloveniadiie and Romania. Their revenues are
primarily generated through entering into agreemevith advertisers, advertising agencies

and sponsors to place advertising on air of thevision channels that they operate

Table 13: Normalized Intrinsic Stock Values — CETV

2005 2006 2007
Actual Stock Value 100 104 149
Profit After Tax 100 od 207
EVA 100 354 393

Figure 12: Intrinsic Value of the Stock - CETV
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In the case of CETV, results for EVA are, espegidl the first period significantly
different comparing to the development of ASV. ®ezond period data are more in line

with each other.

% Annual report CETV, 2008, pp. 5
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3.2.1.4. Komercni banka

KB is one of the most effective universal bankCientral and Eastern Europe with
complex services in investment and retail bankihigs a member of Societe Generale that

is one of the biggest bank groups in Eurozone.

Table 14: Normalized Intrinsic Stock Values — Komecni Banka

2005 2006 2007
Actual Stock Value 100 an 127
Profit After Tax 100 101 123
EVA 100 118 100

Figure 13: Intrinsic Value of the Stock - KomercniBanka
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For Komercni Banka, EVA method fails to explain ttevelopment of the ASV, as it

shows different trends for each of the periods.

3.2.2. Econometric modeling

Once the decision about the selection of the mpgtaximate model is made, it is
possible to proceed to the evaluation of the r@tatietween ASV and its ISV calculated by
EVA method. Main aim of the following regressiorafysis is to find out, how the average

value of ASV varies with the given value of its ISMere we implicitly assume, that at
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least some part of the variation of ASV could bplaxed by the development of ISV. As
we know, the market ASV is driven by the developmeinSupply and Demand, which
does not necessarily need to reflect just the deweént of stock fundamentals captured in
ISV. Investors’ behavior could also be driven bgreengly illogical reasons, which could

either reflect their expectations or is simply thsult of so called “herd behavidr”

Assuming the relation between ASV and ISV calcudig using EVA method, and

assuming the simplified regression model having@iewing linear form:
ASV = B, + B, OEVA + 1.,

for “i” representing individual observations an@”“the standard error term i.e. the
deviation of ASV from the expected values defingddgression line for each “i”, the OLS
method can be used to estimAgeandp; Projected linear function will than describe the
mutual relationship between ASV and ISV computed BBYyA method. According to
Gauss-Markov Theorem, the least squares estimhsvs minimum variance in the class
of linear estimators, i.e. they are BLUE (Best lan&nbiased Estimators) at the condition
that several specific assumptions of classicahlimegression model are fulfill&d

When dealing with small or sample size as it isuin case, the normality assumption
comes forefront and should be of our focus whenlyamay results. Provided thatu”
follows the normal distribution, we can further gagt the OLS estimators are BUE (Best
Unbiased Estimators), i.e. they have minimum vaeam the entire class of unbiased

estimators, whether linear or Aot

The following overview summarizes the outcomeshefproposed regressin
ASV =812+ 02CEVA
p-valugg,) = 0,02Q R? = 029
Looking at the results of individual diagnosticttes is clear, that the model suffers

from wrong functional form. One possible solutiam bvercoming this obstacle might be

% By ,herd behavior is meant the situation on tharket, when majority of investors starts simultarsp
buying or selling certain stock or set of stocleitwithout any adequate reason.

% For further details regarding the assumptions timileg the method of least squares see for example
GUJARATI (2003), chap. 3.2.

9" GUJARATI (2003); pp. 112

% The full results of this regression analysis carfdund in Appendix VI.

52



transformation of the model to log-log fofinAssuming the relationship between ASV and

ISV bearing the following forrf®
ASV = B, DEVA™ "',
it may be expressed alternatively as:
In(ASV), =a + B0n(EVA),
where In = natural log (i.e. log to the base e=2)&hda = In(Bo).
Attractive feature of this log-log model is, thaetslope coefficienf; measures the

elasticity of ASV with respect to ISV. Said diffeitey, it measures the percentage change
of ASV with a small given percentage change of f8v

Results of the regression diagnostic tests sumetiiz Appendix IV suggest, that
the assumptions of the classical linear regressiodel are fulfilled, and the parameters
andp are BUE.

The following overview outlines the results of grjusted log-linear model:

In(ASV), = 32+ 030In(EVA),
p-valug3,) = 0,006 R? = 039
The interpretation of; is, that if, all other things being equal, the 18hanges by one

percent, the ASV would respond on average by 0,886 ge in the same direction.

3.3. Investment Recommendation

3.3.1. Limitations of the Model

One of the main reasons, why so many studies amg dedicated to the development
of the theory of company’s valuation is, that itosld consequently help investors by
assessment, whether to realize certain transaotiorot. Having in hand the reliable tool
for company pricing based on publicly accessibla @auld serve as a great instrument for

this assessment. Nevertheless, following obstackesnaking this idea very hard to realize

% Another reason for this specification error migktomitted variable. As mentioned before, it isaclthat
ASV is influenced also by other factors, e.g. inges expectations; nevertheless this is out ofdbepe of
this thesis.

199 This form is known as exponential regression model

191 GUJARATI (2003); pp.176
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in real life. Firstly, the accessible data are mplavailable only after significant time
delay. Even if we would be able to perform the a#in within short time period, the lag
after which the relevant data are known also ferttp executives are counted in weeks or
months. Secondly, as already mention several timdlsis thesis, the market value of the
stock is by far not driven solely by the developimeinthe financial fundamentals. These
are expected to have effect on the developmenhefstock in the medium-to-long run,
nevertheless the volatility of the market stockuesl have often too little to do with

company’s true economic and financial performance.

3.3.2. Assessment of Under- and Overvaluation of Selected Stocks

On the following pages, the overview of the EVAuation as well as market stock
values are provided for the companies, whose fiahrstatements necessary for the
companies’ intrinsic stock value calculation foe tyear 2008 were available at the time of

writing this thesis.

3.3.2.1. Unipetrol

Figure 14: Assesment of Under-and Overvaluation dbtocks - Unipetrol
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As can be seen from the previous picture, the deweént of the EVA ISV copies the

trend of market stock value development almosteodl§f. As the actual stock value of
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Unipetrol is currently even bellow its end of theay 2008 level, nevertheless still higher

than ISV, there is a very good chance that theshstock value is overvaluated.

3.3.2.2. Philip Morris

Figure 15: Assesment of Under-and Overvaluation dstocks - Philip Morris
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The case of Philip Morris seems to be the greatmpla of how the market value
converges to ISV in the medium-to-long term. Frém &nalysis resulting in the Figure 12

it seems, that the stock prices of Philip Morrisrently represents its intrinsic values.

3.3.23. CEZ

Figure 16: Assesment of Under-and Overvaluation dbtocks - CEZ
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Contrary to the example of Unipetrol, the analy#fisCEZ suggests that the actual
market stock values switches from highly overvaddatio undervaluated in the year 2008

and thus seems to become a very interested tangetvestors in the near future.

3.3.2.4. Telefonica

Figure 17: Assesment of Under-and Overvaluation dbtocks - Telefonica
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The situation of Telefonica looks very similar teetsituation of CEZ. From the
overvaluated price of the stock in the past yearses to undervaluated recently which

should make it a very interested title for potdritigestors.

3.3.2.5. Erste Bank

As can be clearly seen from the previous pictuteyent financial crisis left a
significant mark on the development of the marketls value of this Bank Group. The
analysis also confirms our real experience fromréoent past that the financial sector was
hit by the crisis as one of the first ones. If veenpare the time of intersection of ISV and
ASV in the cases of previous two non-financial camps, we can see that it come with a
significant lag of about half a year behind finahcinstitutions like Erste Group or
Komercni Banka in the following picture. From todayerspective, the market stock

values of these institutions look to be heavily envdlued. However, the recovery to its
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previous levels remains in questions as well adittacial health of these companies that
was partly damaged by high bad-debts write-offs.

Figure 18: Assesment of Under-and Overvaluation obtocks - Erste Bank
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3.3.2.6. Komercni Banka

Figure 19: Assesment of Under-and Overvaluation dbtocks - Komercni Banka
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Most of the conclusions made by the previous compamains valid also in case of

Komercni Banka, even though this company does @ainsto be hit by the crisis as much
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as Erste Bank, at least not in terms of such a failfjlof market stock value and difference
between ASV and ISV.

To sum it up, it seems that the market stock valhfethe most of the valuated
companies are most likely to be undervaluated wetjards to their intrinsic stock value
computed by using EVA valuation method. This resalild be from the big part explained
by the impacts of the financial crisis. On the othand, this state makes Prague Stock

Exchange being very interesting for investors lagKior allocation of their funds.
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4. Summary and Conclusions

To summarize the previous chapters, great deatevalure and theory has already
been dedicated to the problems of company valuaiem though there is still no clear cut
answer on the question, whether there is an evatuatethod that would be able to explain
the development of market value of titles tradedhm Prague Stock Exchange perfectly.
On the other hand it seems that EVA method of ¢aficn of intrinsic values of these
stocks provides us with satisfactory outcomes asg able to explain the development of
the actual stock values of majority of examined pames, especially from non-financial
sector.

Results of the econometric analysis suggestsifto#ter things being equal, the ISV
of the examined companies change by one percesit, A5V would respond to average
0,3% change in the same direction. However, mdsasbanalysis is hampered by the lack
of reliable data. This obstacle could be overcomihé future by projection of longer time-
series that would enable us to use more sophisticatethods of econometric modeling
like, for example cointegration analysis examinimgg term equilibrium in the relationship
between the variables. Another problem that migitiuo is the model specification error.
By theory, the actual stock values tends to corevéogintrinsic stock values more in the
medium-to-long term, keeping significant impact the volatility of stock values in the
short term caused by other influences, like psymiodl reasons or “herd behavior” of
investors. These psychological effects are not ¢éadye captured by simple adding any
variable in the model.

Based on the outcomes from numerous evaluatiomastfurther possible to estimate,
whether the actual stock values of selected tradedpanies are over- or undervaluated.
Analysis revealed that the financial crisis leftgaumpact on the stock values of Czech
companies pushing their market prices significadtdyn. Nevertheless this trend was not
that obvious for the case of intrinsic stock valugkere we in most cases did not observe
such a big drop. Situation on the markets in thet peonths resulted in the change of status
of most of the examined stock titles from overutaervaluated, which makes them being
currently a very interesting target for mediumdod-term investments.
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6. Appendixes

Appendix |. — Beta calculation

ZENTIVA
2007
Cost of equity on the basis of heta coefficient
Zentiva (CZE) PX
Year Cuarter ECFFP ECFP Market index  Market index
open close at the begmning at the end
2005 1 7576 q270.8 1032,00 1 1658,40
2 870,85 H96.5 116840 121010
3 856,50 112500 1210,10 145370
4 1 125,00 1 136,00 145370 1473,00
2006 1 1 136,00 127100 147300 152390
2 1271,00 1 068,00 152350 139040
3 1 068,00 1301,00 139040 144750
4 1301,00 1 268,00 144750 1588,50
2007 1 1 268,00 144300 1 588,20 171220
2 1443,00 144200 171220 185910
3 1442.00 1 179,00 1859,10 1816,30
4 117900 72 1 516,30 1515,10
Extra calculations for beta coefficient
Profitability (%)
Year Quarter Zentiva PX
Ri Rin Ri"2 Rmm"2 Rm x Ri
2005 1 14, 84% 13,22% 2,23% 1,75% 1,974
2 2,955 3,57 0,05% 0,13% 0,11%
3 25,4%% 20,13% ,50% 4,05% 5,13%
4 0,98% 1,23% 0,01%% 0,02% 0,01%
2006 1 11,88% 3,46% 1,41% 0,12% 0,41%
2 -15,97% -3,765%% 2,50% 0,7 7% 1,40%
3 21,82% 4.11% 4, 76% 0,17%0 0,90%
4 -2,54% 9.7 7%% 0,06% 0,95% -0,25%
2007 1 13,80% 7Y 1,90% 0,60% 1,07%%
2 -0,07%% 2,58% 0,00%% 0,74% -0,01%
3 -18,24% -2,30% 3,33% 0,05% 0.42%
4 -17,56%% -0,07% 3,08% 0,00% 0,01%
Total 37.49% G0, T9% 2593% 9,35% 11,18%
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Data Formula Calculation
n. sum{Rm Ri) - sum{Rm). sum{Ri)
Beta 2007 1481
n. sum(Rm*™2) - swm{Rog) "2
Correlation n . sum{Rm Ri) - sum{Rm).sum{Ri)
Coefficient 0,745
{f(n. sum{Rm"2)-sun{Rm) " 2]. i sum(Ri " 2)-sumi{Ri) " 2]} ~{1:2)
Coefficient of
deternination Correlation coefficient 2 0,555
Coefficient of
non-determnination I - Cocfficient of determination 0,445
2006
Cost of equity on the basis of beta coefficient
Zentiva (CZE) PX
Year Quarter BCTP BCFP Market mdex Market ndex
open close at the beginning at the end
2004 1 659,10 823,80
2 497 82380 T93.50
3 497 5733 793,50 875,40
4 573,3 ToT6 875,40 103,00
2005 1 7576 28708 103200 116540
2 8708 2896.5 1 168,40 1210,10
3 896.5 112500 1210,10 1453770
4 1125,00 1 136,00 145570 1475,00
2006 1 1 136,00 127100 147300 1 523,90
2 1271,00 1 068,00 152590 139040
2 1 068,00 1301,00 135040 144750
4 1301,00 1 268,00 1447 50 1 588,90
Extra calculations for beta coefficient
Profitability (%o)
Year Quarter Zentiva PX
R R Ri"2 Rm"2 R x Fa
2004 1 24,99% £,24%
2 -3,68% 0,14%
3 15,35% 10,32% 2,365 1,07% 1,58%
4 32,15% 17,85% 10,33% 3,20% 5,75%
2005 1 14,94% 13,22% 2,23%% 1,75% 1,97%%
2 2,950 357 0,09%% 0,13%% 0,11%
3 25,494 20,13% &,50%4 4,05% 5,13%
4 0,98% 1,33% 0,01% 0,02%% 0,01%
2006 1 11,88% 3,48% 1,41% 0,12% 0,41%
2 -15,97%% -8,76% 2,595% 0,77% 1,40%
3 21,82% 4.11% 4, 76% 0,17% 0,90%
4 -2,54% 977 0,06% 0,95% -0,25%
Total 107,05% 96,34% 30,30%, 18,60% 17,02%
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Data Formula Calculation
r . sum(Rm Ri) - sum(Rm) . sum(Ri)
Beta 2006 0,775
n . sum{Rm™2) - sum{Rm)"2
Correlation n. sun(Rm. Ri) - sum{Rwm). sumiRi)
Coefficient 0,561
{fin.sum{Rm " 2)-sum{Rm) * 2. fn. sumi{Ri " 2=sum({Ri) “ 2} *(1:2)
Coefficient of
determination Carrelation coefficient™2 0315
Coefficient of
non-determmation 1 - Coefficient af determination 0,685
2005
Cost of equity on the basis of beta coefficient
Zentiva (CZK) PX
Year Quarter ECFP BCFP Market mdex Market index
open close at the beginning at the end
2004 1 629,10 223,80
2 497 223,80 79350
3 497 5733 TRE40 275,40
4 3733 Tarh 875,40 1 032,00
2005 1 7576 2708 1 032,00 1 168,40
2 70,8 2965 116840 1210,10
3 2965 1 125,00 1 210,10 145370
4 1 125,00 1 136,00 145370 1473,00
Extra caleulations for beta coefficient
Profitability (%o}
Year Quarter Zentiva PX
Ri Rin Ri"2 Rm"2 Rm x Ri
2004 1 24,99% 6,24%
2 -3,68% 0,14%
3 15,35%% 10,32% 2,36% 1,07% 1,58%
4 32,15% 17,89% 10,33% 3,20%% 5,75%
2005 1 14, 54% 13,22% 2,23% 1.75% 1,97%
2 2,95% 3,57% 0,09% 0,13% 0,11%
3 25,49% 20,13% £,50% 4,05% 5,13%
4 0,98% 1,33% 0,01% 0,02% 0,01%
Total 91,86% 87,77% 21,52% 16,59% 14 56%
Data Formula Calculation
n . sum(Rm Ri) - sum{Rm) . sumiRi)
Beta 2005 0,644
n. sum{Rm™2) - sum(Rm) "2
Correlation r . sum{Rm Ri) - sum{Rm). sum{Ri)
Coefficient 0,513
. sum{Ron " 2)-sum{Rom) * 2] fn. sum{Ri * 2)-sum{Bi) 21} ~1:2)
Coefficient of
determmation Carrelation coefficieni™2 0,263
Coefficient of
non-determination 1 - Coefficient of determination 0,737
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UNIPETROL

2007
Cost of equity on the basis of beta coefficient
Unipetrol (CZE) PX
Year Quarter BCFFP BCFFP Market index Manket index
open close at the hegmming at the end
2005 1 98,2 12922 1032,00 116540
2 129 22 14329 116840 1210,10
3 143,259 2386 121010 145370
4 2386 2325 1453770 14735,00
2006 1 2325 27477 147300 152390
2 27477 1988 152320 139040
3 1988 196,59 139040 1447 50
4 196,59 234 3 1447 50 1 588,90
2007 1 234 3 2356 1 588,20 171220
2 2306 285,80 171220 1 855,10
3 285,80 205,60 185910 1 816,30
4 205,60 237,60 1516,30 1815,10
FExtra calculations for beta coefficient
Profitability (%o)
Year Quarter UNIPE PX
Ri R Ri"2 Rin"2 B x Ri
1005 1 41,77% 13,22% 17.45% 1,75% 3,52%
2 2,92%0 3,57 0,0%% 0,13% 0,10%
3 66, 52%0 20,13% 44 24% 4,05% 13,39%
4 -2,56%% 1,53% 0,075 0,02% -0,03%
2006 1 18,15% 3,46% 3,29% 0,12% 0,63%
2 -27,63% -8,76% TEEY 0,77 2,42%
3 -1,11% 4.11% 0,01% 0,17% -0,05%
4 19,18% 9777% 3,68% 0,95% 1,87%
2007 1 0,55% 7.76% 0,00% 0,60% 0,04%
2 21,31% 2,58% 4, 54%; 0,74% 1,83%
3 £,93% -2,30% 0,48% 0,05% -0,16%
4 10,47%0 -0,07% 1,10% 0,00%; -0,01%
Total 156,51% 60, 79% §2,58% 9.35% 25,56%
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Data Formula Calculation
. sumfRm Ri) - sum(Rm) . sum{Ri)
Beta 2007 2814
. sum{Rmn™2) - sum{Rm)"2
Correlation n . sumfRm Ri) - sum{Rm). sumi{Ri}
Coefficient 0,893
{ftn.surm{ R 2)-sum{Ren) " 2] fri. sumf{Ri * 2p-spmf Ri) * 21} (12
Coefficient of
determmation Corvelation coefficieni’2 0,798
Coefficient of
non-determination 1 - Coefficient af determination 0,202
2006
Cost of equity on the basis of beta coefficient
Unipetrol (CZE) PX
Year Cuarter BCFPP BCPFP Market index Market mdex
open close at the beginning at the end
2004 1 66,44 ) 659,10 823,80
2 65 749 223,80 793,50
3 74,9 36,25 795,50 875,40
4 86,25 98,2 875,40 1 032,00
2005 1 98,2 139,22 1 032,00 116840
2 13922 14329 1 168,40 1210,10
3 14329 2386 1210,10 145570
4 2386 2325 1453770 1473,00
2006 1 2325 2147 1475,00 152390
2 2747 1988 152590 135040
3 198,58 186,59 139040 144750
4 196,59 2343 1447 50 1 588,90
Fxtra calculations for beta coefficient
Profitability (%)
Year Cuarter TUNIPE PX
Ri Rm Ri"2 Rin"2 R x Ri
2004 1 -2, 17% 24,99% 0,05%, £,24% -0,54%
2 15,23% -3,68% 2,32% 0,14% -0,586%
3 15,15% 10,32% 2,30% 1,07%% 1,56%
4 13,560 17.89% 1,92% 3,200 2,48%
2005 1 41,77% 13.22% 17, 45% 1,75% 5,52%
2 2,92% 3,57% 0,09% 0,13% 0,10%
3 £6,52% 20,13% 44 24% 4,05% 13,39%
4 2,560 1,33% 0,07% 0,02% -0,03%
2006 1 18,15% 3,46% 3,29% 0,12% 0,65%
2 =27 653% -8,78% 7.63% 0,77% 2,42%
3 -1,11% 4.11% 0,01% 0,17%% -0,05%
4 15,18% 9.77% 3,68% 0,95% 1,87%
Total 15932% 96,34% 83,05% 18.60% 26,80%
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Data Formula Calculation
n. sum{Rm.Ri) - sumiRm) . sumiRi)
Beta 2006 1,289
n. sum{Rm"2) - sum{BRm)"2
Correlation 7. sum{Rm Ri) - sum{Rm). sumiRi)
Coefficient 0,540
. sum{Rm " 2)-sum{Rm) "2 fn.sum(Ri " 2)-sum{Ri) " 2{} 12)
Coefficient of
determination Carrelagion coafficient™2 0,292
Coefficient of
non-determination I - Coefficient of determination 0,708
2005
Cost of equity on the hasis of heta coefficient
Tnipetrol {CZEK) PX
Year Quarter ECPF BCTT Market index  Market index
open close at the beginning at the end
2003 1 34,59 4349 465,00 492 B0
2 4345 51,59 492 80 535,10
3 51,59 63,9 535,10 &02,00
4 63,9 fié 44 &02,00 659,10
2004 1 6,44 &5 £38,10 823,80
2 65 4.9 823,80 79550
t 749 86,25 79550 875,40
4 8,25 98,2 w7540 1032,00
2005 1 88,2 139,22 1032,00 1 168,40
2 139,22 145 24 1 168,40 1210,10
3 143 29 238 & 121010 145370
4 238 6 2525 145371 147300
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Extra calculations for beta coefficient

Profitability (%)
Year Cuarter TTINIPE PX
Ri R Ri"2 Rm"2 Rm x Ri
2003 1 25,73% 3,98% 6,62% 0,26% 1,54%
2 18,62% 82.58% 3.47% 0,74% 1,60%
3 23,86%% 12,50%0 5,69% 1,56% 2,980
4 2,97% 8,459 0,16% 0,90% 0,328%
2004 1 -2,17% 24.99% 0,05% 6, 24% -0,54%,
2 15,22% -3,68% 2,32% 0,14%; -0,56%
3 15,15% 10,22% 2,30% 1,07%% 1,56%
4 13,86% 17,85% 1,92% 3,20% 2,48%
2005 1 41,77% 13,22% 17, 45% 1,75% 5,52%
2 2.92% 3.57%0 0,0%% 0,15% 0, 10%
3 £6,52% 20,13% 44 24%, 4. 05% 13 39%
4 -2,56% 1,23% 0,07% 0,02% -0,03%
Total 22292% 124 31% 84.37% 20.15% 28.42%
Data Formula Calculation
n. sum{Rm Ki) - sum{Rm) . sum(Ri)
Beta 2005 0,733
1. sumf{Rm*2) - sum{Rm)*2
Correlation n. sum{Rm Ri) - sum{Rm).sum{Ri)
Coefficient 0,301
{fin.sumi{Rm " 2)-sum{Rn) * 2] . sumiRi * 2-sum(Ri) 2]} *(1:2)
Coefficient of
determination Correlation coefficient™2 0,091
Coefficient of
non-determination 1 - Coefficient af determination 0,909
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PHILIP MORRIS

2007

Cost of equity on the basis of beta coefficient

Philip Mormis (CZE) PX
Year Quarter ECFP BCPP Market index DMarket index
open close at the beginning at the end
2005 1 16 7776,00 18 980,00 1032,00 1 16840
2 18 950,00 17 7753,00 1 168,40 1210,10
3 17 775%,00 18 951,00 121010 145570
4 18 951,00 18 251,00 145370 147300
2006 1 18 251,00 16 072,00 147300 152390
2 16 072,00 12 285,00 152390 139040
3 12 285,00 QEZE00 139040 1447 50
4 9 828,00 10 240,00 144750 1 588,90
2007 1 10 840,00 Q640,00 1 588,90 171220
2 264000 11 050,00 1712,20 1839,10
3 11 050,00 QET5,00 1 859,10 1 816,30
4 QBTS00 793300 1 816,30 1 815,10
Extra caleulations for beta coefficient
Profitability (%)
Year Quarter PM PX
Ri Rin Ri"2 Rm"2 Rm x Ri
2005 1 13,14% 13,22% 1,73% 1,75% 1,74%
2 -6,46% 3,57% 0,42% 0,13% -0,23%
3 6,75% 20,13% 0,46% 4, 05% 1,26%
4 -3,69% 1,33% 0,14% 0,02% -0,05%
2006 1 -11,54% 3,46%40 1,43% 0,12% -0,41%
2 -23,96% -8, 76% 3,55% 0,77% 2,06%
3 -20,00% 4,11% 4,00% 0,17% -0,82%
4 10,30% 9,7 1,06% 0,95% 1,01%
2007 1 -11,07%% 7.76% 1,23% 0,60% -0,86%
2 14,63% 3,58% 2,14% 0,774% 1,25%
3 -10,63% -2,30% 1,13% 0,05% 0,24%
4 -19 67% -0,077%4 3,87 0,00%4 0,01%
Total -62.22% 60,79% 23.14% 9.35% 5,30%
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Data Formula Calculation
n. sum{Rm Ri) - sum(Rm). sum{Ri)
Beta 2007 1,350
n. sun{Rm*2) - sum{Rm)"2
Correlation #n . sunm{Rm Ri) - sum{Rm).sum{Ri)
Coefficient 0,757
{f(n. sum{Rm " 2-sum(Rm) * 2] fn. sum{Ri * 2)-sum(Ri) “2[} {12}
Coefficient of
determination Carrelation coafficient™2 0,573
Coefficient of
non-determination 1 - Coefficient of determination 0427
2006
Cost of equity on the basis of beta coefficient
Plalip MMoris (CZE) PX
Year Quarter BCFP EBCFP Market index Market mdex
open close at the heginning at the end
2004 1 15 728,00 1% 101,00 65910 223 80
2 12 101,00 15 945,00 223,80 793,50
3 15 545,00 14 898,00 793,50 875,40
4 14 B%& 00 16 776,00 27540 103200
2005 1 16 776,00 18 980,00 1032,00 1 143,40
2 18 550,00 17 752,00 1 168,40 121010
3 17 753,00 18 951,00 121010 145370
4 18 951,00 18 251,00 145370 1473,00
2006 1 18 221,00 16 072,00 147300 152390
2 16 072,00 12 285,00 152390 1329040
3 12 285,00 B 828,00 135040 1447.50
4 9 H28,00 10 840,00 1447 .50 1 588,20
Extra calculations for beta coefficient
Profitabality (%)
Year Quarter PM PX
Ri Rm Ri"2 Rin"21 R x R
2004 1 21,45% 24,99% 4,60% ,24% 5,36%
2 -16,52% -3,68% 2,73% 0,14% 0.61%
3 -6,57% 10,22% 0,43% 1,07% -0,68%
4 12,61% 17,89% 1,59% 3,20% 2,26%
2005 1 13,14% 13,22% 1,73% 1,75% 1,74%
2 -6,46% 3.57% 0,42% 0,13% -0,23%
3 6, 75% 20,13% 0,46% 4,05% 1,26%
4 -3,69% 1,33% 0,14% 0,02% -0,05%
2006 1 -11,5%4% 3.46% 1,43% 0,12% -0,41%
2 -23,56% -8,76% 5,55% 0,77% 2,06%
3 -20,00% 4,11% 4,00% 0,17% -0,82%
4 10,30% 9.77% 1,06% 0,95% 1,01%
Total -24.51% 96,34% 24,12% 18,60% 12,20%
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Data Formula Calculation
. sum{Rm.Ri) - sum{Rm). sum{Ri)
Beta 2006 1,304
n. sum{Rm*2) - sumf{Rm)"2
Correlation n . sum{Rm Ri) - sum{Rm). sum(Ri)
Coefficient 0,884
{fin. sum{Rm " 2-sum{ Ry 2], fin. sumf{Ri " 2-sum(Ri) 2]} 1:2)
Coetficient of
determmation Carrelation cocfficient™2 0,782
Coefficient of
non-determination 1 - Caefficient of determination 0,218
2005
Cost of equity on the bhasis of beta coefficient
Philip Morris (CZE) PX
Year Quarter BCPP BCPP Market mdex  Market index
open close at the begimmng at the end
2003 1 11 151,00 12 095,00 465,00 492 80
2 12 099,00 13 483,00 492 80 525,10
2 12 483,00 12 411,00 535,10 &02,00
4 13 411,00 157728,00 602,00 659,10
2004 1 15728,00 19 101,00 65910 823,80
2 15101,00 13 945,00 423,80 F9Z.50
2 15 945,00 14 258,00 79550 475,40
4 14 BSE,00 167776,00 475,40 103200
2005 1 16 776,00 18 980,00 1022.00 1 168,40
2 18 980,00 17 753,00 1 168,40 1210,10
3 177753,00 15 951,00 121010 145370
4 18 951,00 18 251,00 145370 147300
FExtra calculations for beta coefficient
Profitability (%)
Year Cuarter PM PX
Fa Rin Ra"2 Rmn"2 Fun x R1
2003 1 3,50% 5,98% 0,72% 0,36% 0,51%
2 11,44% 8,58% 1,21% 0,74% 0,98%
3 -0,53% 12,50% 0,00% 1,56% -0,0°7%%
4 17,28% 9,499 2,98% 0,90%% 1,64%
2004 1 21,45% 24,59% 4,60% 6,24% 5,36%
2 -16,52% -3,68% 2,73% 0,14% 0,61%
3 -6,57% 10,32% 0,43% 1,07% -0,68%
4 12,61% 17,894 1,559% 3,20%% 2,26%
2005 1 12,14% 13,22% 1,73% 1,75% 1,74%
2 -6,46% 3,071 0,42% 0,13% -0,23%
3 6.75% 20,13% 0,46%0 4.05% 1,26%
4 -3,65% 1,33% 0,14% 0,02% -0,05%
Total 5737% 124 31% 17,10% 20,15% 13.42%
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Data Formula Calculation

n. sum{Rm. Ri) - sum{Rm) . sum{Ri)

Beta 2005 1,029
n. sumfRm*2) - sum{Rm)"2

Correlation n . sum{Rm Ri) - sum{Rm). sumiRi)

Coefficient 0,732

{fin. sum{Rm  2-sum{Ron) * 2] fin. sum{Ri " 2)-sum{Ri) ~2f} ~1:2)

Coefficient of

determmation Correlation coefficient "2 0,536
Coefficient of

non-determination 1 - Coefficient of determination 0,464
ERSTE BANK
2007

Cost of equity on the basis of beta coefficient

EFRBAG (CZE) PX
Year Quarter BCPF BCPF Market index DMarket index
open close at the beginning  at the end

2005 1 1 187,00 121300 103200 1 168,40
2 121300 124300 1 168,40 1210,10

3 124300 1 305,00 1210,10 145370

4 1 305,00 1 372,00 145370 147300

2006 1 1 372,00 1 389,00 147300 152320
2 1 389,00 1 268,00 152320 132040

3 1 268,00 1405,00 132040 1447 .50

4 1405,00 1 601,00 1447 .50 1 588,20

2007 1 1 601,00 1 636,00 1 588,20 171220
2 1 636,00 1 667,00 171220 185910

3 1 667,00 1420,00 185910 1 816,30

4 1490,00 1 301,00 1 816,30 1 815,10




Extra calculations for beta coefficient

Profitability (%)
Year Quarter ERBAG PX
241 Em Ri"2 Ein"2 Rm x Fa
1005 1 2,15% 13,22% 0,05%% 1,75% 0,25%
2 2,47%% 3,57% 0,06% 0,13% 0,0%%
3 4,95% 20,13% 0,25% 4,05% 1,00%4%
4 3,13%% 1,33% 0,26% 0,02% 0,0r7%4
2006 1 1,24% 3469 0,02% 0,12%% 0,04%%
2 -8.71% -8,76% 0,76% 0,77% 0,76%
3 10,80% 4,11% 1,17%4 0,17%% 0,44%%
4 13,9554 971 1,95% 0,95% 1,36%0
1007 1 2,15%% 7,76% 0,05% 0,60%% 0,17%
2 1,89%0 8,58% 0,04% 0,74% 0,16%
3 -10,62% -2,30% 1,13% 0,05%% 0,24%
4 -12,68% -0,07% 1,61% 0,00% 0,071%
Total 12 85% G0, 79% 7,33% 9,35% 4.65%
Data Formula Calculation
n . sum{Rm Ri) - sum{Rm). sum{Ri)
Beta 2007 0,638
n. sum{Rm*2) - sum{Rm)"2
Correlation 1. sumf(Re i) - sum{Rn).sum{Hi)
Coefficient 0,595
{fin. sum{ R 2)-sumtRm) " 2. fn.sionm{Ri " 2)-sumi{Ri) 20} ~{1:2)
Coefficient of
determimation Carrelation coefficient™2 0,354
Coefficient of
non-determination 1 - Caefficient of determinaiion 0,646
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2006

Cost of equity on the basis of beta coefficient

ERBAG (CZK) PX
Year Quarter BCFP BCFFP Manlket index Manlket index
open close at the heginming at the end
2004 1 3152,00 2 950,00 659,10 #2380
2 3 930,00 4 131,00 823,80 F9E 50
3 4 131,00 1 063,00 79550 875,40
4 1 063,00 1 187,00 870,40 1 032,00
2005 1 1 187,00 1215,00 1032,00 1 168,40
2 121300 124500 1 168,40 1210,10
3 124300 1305,00 1210,10 145570
4 1305,00 1372,00 145570 147500
2006 1 1372,00 1 38%,00 147500 152390
2 1 2859,00 1 268,00 1522590 1329040
2 1 268,00 1405,00 139040 1447 50
Extra calculations for beta coefficient
Profitability (%)
Year Cuarter ERBAG PX
Ri R Ri"2 REm"2 Bmx Ri
2004 1 24 69%% 24 ,99%4 &,09% £, 24%, 6,17
2 379% -3,68% 0,14% 0,14%; -0,14%
3 74,27 10,32% 35,16% 1,07% -LETY
4 11,67 17,89% 1,26% 3,20% 2,09%
2005 1 2,19% 12,22% 0,05% 1,75% 0,29%
2 2,47 3,57 0,06% 0,13% 0,09%
3 4 99% 20,13% 0,25% 4,05% 1,00%4
4 3,13% 1,33% 0,26% 0,02% 0,07%%
2006 1 1,24% 3,46% 0,02% 0,12% 0,04%,
2 -8,71% -8,76% 0,76% 0,77 % 0,76%
3 10,80% 4.11% 1,17%4 0,17% 0,44%
Total -16,00% 86,57% 6531% 17,64% 3,15%
Data Formula Calculation
n . sum{Rm.Ri) - sum{Rm). sum{Ri)
Beta 2006 0,378
n. sum(Rm"™2) - sum{Rm)"2
Correlation 1. sum{Rm Ri) - sum{Rm). sum{Ri)
Coefficient 0,158
{{(n_sum{Rm ™ 2)-sum{Bo) 2. fr.sum{Ri 2} -sum{Ri) * 2§} (1:2)
Coefficient of
determmation Correlation coefficient”2 0,025
Coefficient of
non-determination 1 - Coefficieni of defermination 0,975
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2005

Cost of equity on the basis of beta coefficient

FERBAG (CZEK) P
Year Chuarter ECFP BCFFP Market index  Market index
open close at the beginning at the end
2003 1 2 008,00 2 087,00 465,00 452 20
2 2 067,00 242700 452 80 535,10
3 242700 2 754,00 535,10 &02,00
4 2754,00 215200 &02,00 659,10
2004 1 3 192,00 3 9380,00 629,10 223,80
2 3 980,00 4 131,00 223,80 TRE.50
3 4 131,00 1 063,00 TRE.50 =275,40
4 1 0&%.00 1 187,00 #7540 1 022,00
2005 1 1 187,00 121300 1 022,00 1 168,40
2 121500 124300 1 168,40 1210,10
3 124500 1 505,00 121010 145570
Extra calculations for beta coefficient
Profitability (%)
Year Cuarter FRBAG PX
R R Ri"2 Rm"2 Rm x Fa
1003 1 2,94%, 5,98% 0,059 0,36% 0,18%
2 17,42% 2,58% 3,03% 0,74% 1,4%%
3 13,47 12,50% 1,82% 1,56%4 1,68%
4 15,90% 5,490 2,03% 0,90%4 1,51%
2004 1 24,69% 24,99% 6,059 6,24% 6,17%
2 3,79% -3,63% 0,14% 0,14% -0,14%
3 74,270 10,32% 55,16% 1,07% =767
4 11,67% 17,89% 1,26% 3,200 2,09%
2005 1 2,19% 13,22% 0,05%% 1,75% 0,25%
2 2,47 3,57 0,06%% 0,13% 0,0%%
3 4.99%% 20,13% 0,25% 4.05% 1,00%
Total 2526% 122 99%, 70.58% 20.13% 6,70%
Data Formula Calculation
n. sumf{Rm Ri}) - sum{Rm) . sum{Ri)
Beta 2005 0,546
n. sum{Rm*2) - sum{Rm)*2
Correlation n . sum{Rm Ri) - sup(Rm). sumi(Ri)
Coefficient 0,179
{in. sum{Rm " 2)-sum{Rm) " 2. fon. sumf{Ri " 2)-sum{Ri) 2]} ~{1:2)
Coefficient of
determnination Carrelation coefficient™2 0,032
Coefficient of
non-determination 1 - Coefficient of determination 0,968
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CEZ

2007

Cost of equity on the hasis of heta coefficient

CEZ (CZEK) PX
Year Quarter BCFP BCFP Market index Market index
open close at the heginming at the end
2005 1 340,77 408, 1 103200 1 165,40
2 408,1 470,8 1 16840 1210,10
3 470,83 7383 121010 145370
4 TR 7363 145370 1473,00
2006 1 T36E3 8192 147300 152590
2 uls2 7517 152350 1390,40
3 7517 7905 133040 1447 50
4 780,50 960 1447 50 1 585,90
2007 1 Q60 940,9 1 588,50 171220
2 Q40,9 1 096,00 171220 155%,10
3 109600 1 186,00 185%.10 1 516,30
4 1 186,00 136200 1 816,30 151510
FExtra calculations for beta coefficient
Profitability (%e)
Year Quarter CEZ PX
Ri Rm Ri"2 Rm"2 Rm x Ri
2005 1 19,78% 13,22% 3,91% 1,75% 2,61%
2 15,36% 3.57% 2,36% 0,13% 0,55%
3 57,03% 20,13% 32.52% 4,05% 11,48%
4 -0,41% 1,33% 0,00% 0,02% -0,01%
2006 1 11,26% 3,46% 1,275 0,12% 0,35%
2 -3,24% -8,76% 0,68% 0,771% 0,72%
3 5,16% 4.11% 0,27% 0,17% 0,21%
4 21,44% 8.71% 4,60% 0,95% 2,09%
2007 1 -1,9%% 7T6% 0,04% 0,60% -0,15%
2 16,48% #,58% 2,72% 0,74% 1.41%
3 3,21% -2,30%0 0,67% 0,05% -0,15%0
4 14,34% -0.07% 2,20% 0,00% -0,01%
Total 158,94% G0, T9% 51,24% 9,35% 19,12%
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Data Formula Calculation
n. sun{Rm Ri) - sum{Rm) . sum(Ri)
Beta 2007 1,766
1. sum{Rm*2) - sum{Rm)"2
Correlation . sum{Rm. Ri) - sum{Rrm).sum{Ri)
Coefficient 0,804
{fin. sum{Bm " 2)-sum{Ro) 2. . sum(Ri *2)-sum{Ri) "2} 1/2)
Coefficient of
determmnation Carrelation cocfficient™2 0,647
Coefficient of
non-determination 1 - Coefficient af determination 0,353
2006
Cost of equity on the hasis of beta coefficient
CEZ (CZEK) PX
Year Quarter| BCPP EBCFP Market index  Market index
open close at the beginnming at the end
2004 1 1457 191,44 629,10 223,80
y 191 44 124 56 223,80 797,50
3 184,56 2083 793,50 875,40
4 2593 3407 87540 1032,00
2005 1 3407 408,1 1 032,00 116840
2 4081 470.8 116840 1210,10
3 4708 7395 121010 1453710
4 TE9.5 TE6,5 145370 147300
2006 1 TE6,3 2192 1473,00 152350
2 #19,2 T517 1 523,890 139040
3 7517 TR0.5 135%0.40 144750
4 TR0.5 Q&0 1447 .50 1 588,90
Extra calculations for beta coefficient
Profitability (%)
Year Quarter CEZ FX
Ri Rin Ri"2 Rin"2 Rm x Ri
2004 1 31,359% 24,595%, 9,.86% 6,24% 7.84%
2 -35,59% -5,68% 0,13% 0,14% 0,13%
3 40,50% 10,22%0 16,40% 1,07% 4.18%
4 31,39% 17,89%% 9,.85% 3,20% 5,62%
2005 1 19.78% 13,22% 3,.91% 1,75% 2,61%
& 15,36% 3,57% 2,36% 0,13% 0,55%
3 37.03% 20,13% 32,92% 4 05%G 11,45%
4 -0,41%% 1,33% 0,00% 0,02% -0,01%5
2006 1 11,26% 34654 1,27% 0,12%4 0,29%%
2 -5,24% -5, 7FE% 0,68% 0,77% 0,72%
3 5,16% 4.11% 0,27% 0,17% 0,21%
4 21,44%, 9.71% 4 60% 0,95% 2,05%
Total 221,08% 926 ,34%0 81.85% 18.60%, 3583%




Data Formula Calculation
. sunfRon Ri) - sumfRm) | sumi{Ri)
Beta 2006 1664
. sum{Rm™2) - sumfRm) "2
Correlation 7. supi(Rm Ri) - sumfRom). sumiRi)
Coefficient 0,855
. sum{ R " 2)-suretRom) * 2], fri. su il Ri " -sumRi) 21} 12
Coefficient of
determination Carrelation coefficient ™2 0,732
Coefficient of
non-determination 1 - Coafficient af determination 0,268
2005
Cost of equity on the basis of beta coefficient
CEZ (CZK) PX
Year (luarter BCFFP ECFP Market mdex Market mdex
open close at the begmning at the end

2003 1 9247 987 465,00 452 80

2 98,7 104 & 4592 80 535,10

3 104.6 136 5 535,10 &02,00

4 154,59 1457 &02,00 659,10

2004 1 1457 121,44 &59.10 523,50

2 121,44 154,56 825,80 793,50

3 184,56 2553 79350 875,40

4 2593 3407 875,40 1 032,00

2005 1 3407 408,1 1 032,00 1 168,40

2 4051 4708 1 165,40 1 210,10

3 4708 395 1 210,10 145370

4 7392 TE63 1452770 147= 00
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Extra calculations for beta coefficient

Profitability (%)
Year Quarter CEZ PX
Ri Rin Ri"2 Rm"2 Rm x Fi
2003 1 6,77 4% 3,98% 0.45% 0,36%%0 0.40%
2 5,98% 8,58% 0,26% 0,74% 0.51%
E 30,8B8% 12,50% 9.54% 1,56% 3,86%
4 6,430 9.49% 0.41% 0,20%4 0,61%
2004 1 31,39% 24 99% 9.86% 6, 24% 7.84%
2 -3,59% -3,68% 0,12% 0,14% 0,12%
3 40,500 10,32% 16,40% 1,07% 4,18%
4 31,35% 17,85% 9,85% 3,200 5,62%0
2005 1 18,78% 13,22% 3,91% 1,75% 2,61%
2 15,36%4 3,57% 2,36% 0,13% 0,55%
3 57,05 20.13% 32,52% 4 05% 11,48%
4 -0.41% 1,33% 0,00% 0,02% -0,01%
Total 241 48% 124 31% 85,80% 20,15% 37.80%
Data Formula Calculation
. sum{fm Ri) - sumf{Rm) . sum{Ri)
Beta 2005 1,758
. sumffm™2) - sumfBm) "2
Correlation 1. sumfBm Ri) - sum({Rm).sum{Ri)
Coefficient 0,777
{f. sumiBan* 2)-sumi{Ran) * 2] f. sl Bi " 2)-sum{Ri) * 21} 122)
Coefficient of
determination Corvelation coefficient™2 0,604
Coefficient of
non-determination 1 - Coefficient of determination 0,396
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Appendix Il. — Free Cash Flow to the Firm (Given)

ZENTIVA

2007

FCFF 2005 2006 2007 Estim.(2008-2012)

EBIT 1823 000 2531 000 24578000

EBIT x (1-1) 1352720 1923 560 1959 280

+ Depreciation BB4 950 8BS B3 1376138

= CF from Operations 2017 B/0 2793 211 3335 418

- Change in Met Warking Capital 226 391 210 393 4 039 9587

- Capital Expenditures 5049 959 242816 13 526 445

= FCFF -3 258 710] 2340232] 14531 017 -5 149 5§32

Growth of FCFF stable (g=0%)

Year 2008 2009 2010 2011 2012 2013

FCFF 5149832 5149632 ©£149832] 5149832 5149832 5149832

Growth of FCFF slight growth (g=2%)

Year 2008 2009 2010 2011 2012 2013

FCFF 5046835 4945898 4845980  A750041| 4B55040] 4561939

Growth of FCFF growth (g=5%)

Year 2008 2009 2010 2011 2012 2013

FCFF -4892340| 4847723 4415337  A194570] -3994842] 3785599
g=0% |=2% |g=5%

EY 1. Phaze 20695502 19545 447 17 D26 864

EY 2. Phase 4570568 A4 573V B4 B32 260

The Operating Company alue(BRUTTO) -BE 416 871 412528 112559 124

Interest Bearing Capital 23805 327 23905 327 23905 327

The Operating Company Walue(NETTO) 90322198° .98 030545 -136 464 451

MonOperating Assets [ 2252 581 22525317 2252531

The Final Walue of Equity S92 574779 100 283 126 -133 717 032

Stock Intrinsic Value -2 427 48] 262960 -3537 .41

MNumber of Shares issued | 35136 230]

2006

FCFF 2004 2005 2006 Estim.{2007 -2011)

EBIT 24531000 2578 000 3 303 000

EBIT % (1-1) 1822320 1807 720 2510230

+ Depreciation 550 5§74 BE4 950 869 531

= CF from Operations 2383194 2572670 3379 961

- Change in Met Woarking Capital 2791125 226 3 210393

- Capital Expenditures 105 705 5 049 939 242616

= FCFF 513636 2703 710 2 926 952

82



Growth of FCFF stable (g=0%)

Year 2007 2008 2009 2010 2011 2012

FCFF 56 798 596 798 55 798 55 798 55 798 55 798

Growth of FCFF slight growth (g=2%)

Year 2007 2008 2009 2010 2011 2012

FCFF 58734 -100 709 102 723 S04 777 -106 873 -109 010

Growth of FCFF growth (g=5%)

Year 2007 2008 2009 2010 2011 2012

FCFF -101 638 106 720 112 056 117 659 123542 129719
g=0% |g=2% |g=5%

EY 1. Phaze -389 280 -412 0B5 -443 450

EYv 2. Phase -063 541 -1 312 142 -3 279 537

The Operating Company YalueBRUTT) -1 252 831 -1 724 207 -3 727 997

Interest Bearing Capital 279 352 279 352 278352

The Operating Company YalueWETTO) -1 58321837 -2003 559 -4 007 349

MonOperating Assets [ 1214783 12147837 1214783

The Final “alue of Equity -2 746 966 -3 218 342 -5 222132

Stock Intrinsic Walue -72 03] -84,39] -136 93

MNumber of Shares issued | 35 136 230}

2005

FCFF 2003 2004 2005 Estim. (2006-2010)

EEIT 1 828 000 2531000 2578 000

EBIT x (1-t) 2394 B30 3 2396380 3248 280

+ Depreciation 365 385 560 574 BE4 950

= CF fram Operations 2 760 063 3800 554 3913230

- Change in Met Working Capital 1619 937 2791125 2265 3N

- Capital Expenditures 1 035879 105 705 5 049 953

= FCFF 104 192] 803 724| -1 363 1580 =118 411

Growth of FCFF stable (g=0%)

Year 2005 2006 2007 2008 2009 2010

FCFF 1415505]  1415605]  1415505]  1415505] 1 415505] 1415505

Growth of FCFF slight growth [g=2%)

Year 2005 2006 2007 2008 2009 2010

FCFF 1357 195 1368 461 1332262 1305616] 1279604 1263914

Growth of FCFF growth (g=5%)

Year 2005 2006 2007 2008 2009 2010

FCFF A1 344729] 1277493 1 213618] 1152937 1095291 1040626




g=0% =2 % =5%

Ev 1. Phase -5 925 725 -5 593125 -5 125 469
Ev 2. Phase -l6800 230 21 921 292 -62 609 760
The Operating Company YalueBRUTTO) -22 725 955 -2 E14 M7 67 735 230
Interest Bearing Capital 2380 7A3 2380 7A3 2380 7A3
The Operating Company YalueNETTO) 25106 7087 -29 895 170 =70 115 9583
MonOperating Assets [ 3245223 3249 2237 3249 223
The Final Walue of Equity -28 355 931 -33 144 353 -73 365 206
Stock Intrinsic Walue -743 54) -869,11| -1 923 77
Mumber of Shares issued 35 136 230|
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UNIPETROL

2007

FCFF 2005 2006 2007 Estim.{2008-2012)
EBIT 5279069 3779929 4 525 552

EBIT = [1-1) 3906 511 2872746 3 BG7 420

+ Depreciation 4 226 064 4226 0B4 3 4595 809

= CF from Operations 8132575 70593 810 7163 229

- Change in Net Warking Capital 4572649 5 BB3 977 -121 336

- Capital Expenditures 1032174 -9 110 004 -1 769 393

= FCFF 13 737 39| 3 F52 753 5 272 500 7 554 227
Growth of FCFF stable {g=0%}

Year 2008 2009 2010 2011 2012 2013
FCFF 7554727 7554277 7554227 7 554 227 7 554 227 7 554 227
Growth of FCFF slight growth (g=2%)

Vear 2008 2009 2010 2011 2012 2013
FCFF 7705311] 7es9418]  BOIGE0E 8176 938 8340 477 8607 286
Growth of FCFF growth (g=5%)

Year 2008 2009 2010 2011 2012 2013
FCFF 7931938] 532963 8741062 9182 210 9641320 10123387

g=0% |g=2% |g=5%

E% 1. Phase 24283717 25 B23 505 27 7e7 4592

EY 2. Phase 20 699 161 26 462 071 39 493 025

The Operating Company YalueBRUTTO) 44 932 878 62 085 577 b7 256 517
Interest Bearing Capital J 443617 7443 617 7443 617

The Operating Company “alueMETTO) 375392617 446419607 59812900
MonOperating Assets i 4 521 364 4 521 364 4 521 364

The Final “alue of Equity 33 017 837 40 120 536 55 281 536

Stock Intrinsic Walue 182 04| 221 ,25| 304 91
MNurmber of Shares issued | 181334 764
2006

FCFF 2004 2005 2006 Estim. (2007 -2011)
EBIT 4846 248 5279 089 3779929

EBIT x [1-1) 4209 299 3905 511 2872746

+ Depreciation 5 855 804 4 226 054 4045813

= CF fram Operations 10 085 103 8132575 B 918 559

- Change in Met Warking Capital 5542 116 4 572 649 5 BB3 977

- Capital Expenditures -221 480 1032174 -3 110 004

= FCFF 4744 147] 2527 752] 10364 586 5 575 825
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Growth of FCFF stable (g=0%)

Year 2007 2008 2009 2010 2011 2012

FCFF 56/6820] 58/0628) 5678028 5070028) 5670028 5678620

Growth of FCFF slight growth (g=2%)

Year 2007 2008 2009 2010 2011 2012

FCFF 6896405] 6116333 6230 660 F363433] 6490701 GEJOEIG

Growth of FCFF growth (g=5%)

Year 2007 2008 2009 2010 2011 2012

FCFF E172770] 6481408 6805478 7145762] 7603040  7eEreian
g=0% |g=2% |g=5%

E% 1. Phase 22 b5 749 23999 216 25 096 923

EY 2. Phase 40 451 B45 55 067 490 117 231038

The Operating Company YalueBRUTTO) B3 167 394 o0d 066 705 143 327 962

Interest Bearing Capital 12 528 526 12 528 526 12 528 526

The Operating Company “alueMETTO) E0638868°7 G9535179 130799 436

MonOpearating Assets " 11911 8904 119119047 11911 904

The Final “alue of Equity 38 726 H54 57 BB 275 118 857 532

Stock Intrinsic Walue 213 57| 217 79| G55 52

MNurmber of Shares issued | 151334 764

2005

FCFF 2003 2004 2005 Estim.{2006-2010)

EBIT 734 096 5 846 248 5279069

EBIT » (1-t) al6 526 4 209 299 3906 511

+ Depreciation 4 0BG 104 5 855 804 4 26 0B4

= CF fram Operations 4 574 530 10 065 103 20723

- Change in Met Warking Capital -5 063 948 5542 116 4 572649

- Capital Expenditures -2 247 742 -221 B0 1032174

= FCFF 11 886 320 4744147 5584100 3632 122

Growth of FCFF stable (g=0%)

Year 2005 2006 2007 2008 2009 2010

FCFF 3602 122 3602122 3662122  36682122] aEE2122]  3EE2 122

Growth of FCFF slight growth (g=2%)

Y ear 2005 2006 2007 2008 2009 2010

FCFF 3 755 765 3630050] 3507 498]  30985R48] 41065 361 4 146 B63

Growth of FCFF growth (g=5%]

Year 2005 2006 2007 2008 2009 2010

FCFF 3 BE6 228 4050540] 4262517 4475B43]  4B99425] 4934396
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g=0%

|5=2%

|g=53%

EY 1. Phaze 15 395 002 16304 395 17 758 333

EY 2. Phaze 43 282 320 71545535 285426 470

The Operating Company YalueBRUTTO) A8 677 323 87 849933 303 184 853

Interest Bearing Capital 19232124 19232124 19232124

The Operating Company YalueNETTD) 39 4451997  BEG17 809 283952 734

MonOperating Assets [ 3734694 37346947 3734694

The Final Walue of Equity 35 710 505 B4 853 115 280 215 040

Stock Intrinsic Walue 195 93} 3571 154531

MNumber of Shares issued | 151 334 764]

PHILIP MORRIS

2007

FCFF 2003 2006 2007 Estim. {2008 -2012)

EEIT 3796 2581 2626

EBIT » [1-1) 2808 1 5962 1 9595

+ Depreciation 354 366 423

= CF from Operations 3193 2328 2419

- Change in Met Working Capital -1 846 -905 442

- Capital Expenditures 39 95 -314

= FCFF ) | 3331 2291 3540

Growth of FCFF stable (g=0%)

Veat 2008 2009 2010 2011 2012 2013

FCFF 3 540 3640 3540 3 640 3 640 3 640

Growth of FCFF slight growth (g=2%)

Vear 2008 2009 2010 201 2012 2013

FCFF 3611 3 B3 3757 3532 3 809 3 587

Growth of FCFF growth (g=5%)

Year 2008 2009 2010 2011 2012 2013

FCFF 3717 3803 4099 4303 1519 4745
g=0% |g=2% |g=5%

EY 1. Phaze 14 033 14 904 16 217

EYv 2. Phase 293593 43877 102 033

The Operating Company YalueBRUTT) 43 475 58 781 118 255

Interest Bearing Capital 3764 3764 3764

The Operating Company YalueWETTO) /7" 55017 114 491

MonOperating Assets i 2317 237" 2317

The Final Walue of Equity 37 3594 52700 112 174

Stock Intrinsic Value 1362078] 1919581 4085926

MNumber of Shares issued | 2745 356

2006



FCFF 2004 2005 2006 Estim.(2007-2011)

EBIT 5247 3796 2531

EBIT x (1-t) 3778 2809 1962

+ Depreciation 418 354 366

= CF from Operations 4196 3193 2328

- Change in Met Warking Capital -460 -1 B4B 905

- Capital Expenditures -278 34 -95

= FCFF 4 933] 5 000] 333 4 421

Growth of FCFF stable (g=0%)

Year 2007 2008 2009 2010 2011 2012

FCFF 4 421 4 421 4 421 4 421 4 421 4 421

Growth of FCFF slight growth (g=2%]

Year 2007 2008 2009 2010 2011 2012

FCFF 4 510 4 600 4 592 4 786 4 551 4 579

Growth of FCFF growth [g=5%)

Year 2007 2008 2009 2010 2011 2012

FCFF 4 542 4 874 5118 0374 5 643 4 5925
g=0% |g=21 |=5%

E% 1. Phase 16 890 17 865 19 422

EY 2. Phase 28 693 40 706 78 360

The Operating Caompany WalueBRUTTO) 45 532 a5 871 95 752

Interest Bearing Capital 164 164 164

The Dperating Company “alue(NETTO) 45 418" a8 407 95618

MonOperating Assets i 4004 40047 4004

The Final “alue of Equity 41 414 54 403 94 614

Stock Intrinsic Walue 15085,01] 19816,10] 34 463,05

Nurnber of Shares issued | 2745 386]

2005

FCFF 2003 2004 2005 Estim.{2006-2010)

EBIT B 073 0247 3796

EBIT x (1-1) 4194 3778 2809

+ Depreciation 464 418 354

= CF from Operations 4 B53 4 196 3193

- Change in Met Working Capital -1 4B -460 -1 846

- Capital Expenditures -118 -278 3d

= FCFF 6 193 4933 5000 5 376

Growth of FCFF stable (g=0%)

Wear 2005 2006 2007 2008 2009 2010

FCFF 5376 5 376 5376 5 376 5 376 5 376

Growth of FCFF slight growth (g=2%)

‘ear 2005 2006 2007 2008 2009 2010

FCFF 5 433 5 5593 5705 5819 5 5935 £ 054

Growth of FCFF growth (g=5%)

Wear 2005 2006 2007 2008 2009 2010

FCFF 5 644 5927 5223 5 534 5 861 7 204
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g=0% |g=2% |g=5%

Ev 1. Phase 2151 22768 24 776
Ev 2. Phase 45 402 B9 924 168 831
The Operating Company YalueBRUTTO) 67 913 92 B9 193 607
Interest Bearing Capital a7 a7 a7
The Operating Company YalueNETTO) 7 856" 92 B35 193 550
MonOperating Assets i 58239 Ga29” 6 529
The Final Walue of Equity g1 027 85 806 186 721
Stock Intrinsic Walue 2222583 31 25454] 6o 01264
MNumber of Shares issued | 2745 386]
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ERSTE BANK

2007

FCFF 2005 2006 2007] Estim.{2008-2012}

EBIT 1 B53 400 2003 800 2547 700

EBIT x (1-1) 1227 956 1822736 1935 252

+ Depreciation 355 000 355 000 435 000

= CF from Operations 1 582 956 1877 736 2421 282

- Change in Met Warking Capital -1 403 604 707 776 2817 932

- Capital Expenditures 2730 243 7 385 706 -10 811

=FCFF 256 31 1| -4 810 194| -365 869 -1 BAB 584

Growth of FCFF stable (g=0%)

Year 2008 2009 2010 2011 2012 2013

FCFF -1B46684|  -1646684| 1646 684] 1646534] 1646634 -1 646 584

Growth of FCFF slight growth (g=2%)

Year 2008 2009 2010 2011 2012 2013

FCFF B13652| 1681379 1649752 1618757] 1433382 -1 468614

Growth of FCFF growth (g=5%])

Year 2008 2009 2010 2011 2012 2013

FCFF 1564256 1485042 1 411740] 1341153 1274095 1210391
g=0% |g=2% |g=5%

EY 1. Phaze -7 175 B850 5769 116 -5 197 834

EYv 2. Phase -27 389 432 41820732 405 5924 AR5

The Operating Company YalueBRUTT) -34 55 053 -4 589 848 399 726 631

Interest Bearing Capital 22786 297 22786 297 22786 297

The Operating Company YalueWETTO) A73213807 71346 145 376 970 334

ManOperating Assets " 44214000 442140007 44 214 000

The Final “alue of Equity 101 535380 -1155860 145 332 756 3354

Stock Intrinsic Walue -321 02| -365 36] 1052 06

MNurnber of Shares issued | 316 285 945

2006

FCFF 2004 2005 2006| Estim.{2007-2011)

EBIT 1 454 100 1 659 400 2003 600

EBIT x (1-t) 1 045 952 1 227 956 16822736

+ Depreciation 342 000 355 000 355 000

= CF from Operations 13688 922 1 552 956 1877 736

- Change in Met YWorking Capital 12873 658 -1 403 604 07 776

- Capital Expenditures -10 624 142 2730 249 7 395 706

= FCFF -850 564 256 311 -4 310 154 -1 804 G816
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Growth of FCFF

stable (g=0%)

ear 2007 [ 2008 [ 2009 2010 [ 2011 [ 2012

FCFF -1 804 816 -1 804 816 -1804 816 -1804816] -1804816] -1804816

Growth of FCFF slight growth (g=2%)

Vear 2007 [ 2008 [ 2009 2010 [ 2011 [ 2012

FCFF -1 768 719 -1 733 345] -1698678]  -1864705] -1B31410[ -1528782

Growth of FCFF growth [g=5%)

Y ear 2007 [ 2008 [ 2009 2010 [ 2011 [ 2012

FCFF -1 714 575] -1 628 846 -1 547 404 1470034 -1336532] -1 326705
g=0% |g=2% |g=5%

EY 1. Phase -7 BE3 514 -7 436 B37 -b 803 BE4

EY 2. Phase -30 B30 945 -47 4R0 9449 329 839 329

The Operating Company YalueBRUTTO) -38 564 459 -54 897 586 323030 646

Interest Bearing Capital 20 445 245 20 445 245 20 448 245

The Operating Company “alueMETTO) 90127047 75 345 831 302 552 401

MonOperating Assets [ 42 497 000 42497 0007 42 497 000

The Final “alue of Equity -101 809 704 -117 842 831 260 085 401

Stock Intrinsic Yalue -321 ,95| -3?3,?ﬂ 524 89

MNurmber of Shares issued | 315 295 185)

2005

FCFF 2003 2004 2005 Estim.(2006-2010)

EEIT 1370100 1 454 100 1 B59 400

EBIT x (1-t) 845 360 1 045 952 1 227 956

+ Depreciation 439 000 342000 355 000

= CF from QOperations 1 434 269 1 308 952 1 582 956

- Change in Met Waorking Capital -2 313 233 12873658 -1403 604

- Capital Expenditures 4 102 805 -6 521337 -3791 088

= FCFF -355203]  -4953389] B 777 648 435 350

Growth of FCFF stable (g=0%)

Year 2005 2006 2007 2008 2009 2010

FCFF 486 359 486 359 486 359 486 359 486 350 436 350

Growth of FCFF slight growth [g=2%)

Year 2005 2006 2007 2008 2009 2010

FCFF 495 096 506 008 515 128 526 4500 536 979 547 719

Growth of FCFF growth (g=5%)

Vear 2005 2006 2007 2008 2009 2010

FCFF 510 677 536 210 563 021 591 172 520 731 B51 767
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g=0% |g=2% |g=5%

Ev 1. Phase 2131 677 2259 051 2 462 832
Ev 2. Phase 8A394566 17137053 -117 910 967
The Operating Company YalueBRUTTO) 10671 243 19396 104 -115 448 135
Interest Bearing Capital 18203368 18203368 18 203 365
The Operating Company YalueNETTD) 75321257 1192736 -133 651 503
MonOperating Assets " 39455000 394550007 39 455000
The Final Walue of Equity -46 987 126 -38 262 264 -173 106 503
Stock Intrinsic Walue -193,22| -157 34| 711 53
MNumber of Shares issued | 243 183 600|
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CEZ

2007

FCFF 2005 2006 2007 Estim.{2008-2012)

EBIT 29403 40 064 53 203

EBIT x (1-t) 21758 30 443 40 434

+ Depreciation 20723 24280 22123

= CF from Operations 42 481 54 723 B2 557

- Change in Met Working Capital & 099 859530 24 01

- Capital Expenditures 8675 21588 11 092

= FCFF 27 707] 24 150] 75 486 42 448

Growth of FCFF stable (g=0%)

Year 2008 2009 2010 2011 2012 2013

FCFF 42 448 42448 2448 42448 42 448 42 448

Growth of FCFF slight growth (g=2%)

Year 2008 2009 2010 2011 2012 2013

FCFF 43297 44163 45048 45 947 45 866 47 803

Growth of FCFF growth (g=5%)

Year 2008 2009 2010 2011 2012 2013

FCFF 44570 46799 49139 E1 595 E4 176 55 534
g=0% lg=2% |g=5%

Ev 1. Phaze 159 389 163 553 183 183

Ev 2. Phase 249 827 348 549 B4AE 346

The Operating Company YalueBRUTTC) 409 216 517 102 g2 5y

Interest Bearing Capital 124 BYY 124 BRY 124 BRY

The Operating Company “alue(METTO) 2845197 392 405 704 832

MonOperating Assets i 39 870 328707 39 870

The Final “alue of Equity 244 648 352 535 bb4 952

Stock Intrinsic Value 413,11} 595 29| 112285

MNurmber of Shares issued | 592 211 000]

2006

FCFF 2004 2005 2006 Estim.(2007-2011)

EBIT 19785 29403 53203

EBIT = (1-t) 14 245 21758 40 434

+ Depreciation 19 842 20723 24 280

= CF from Operations 34 087 42 431 B4 714

- Change in Met Warking Capital ¢ 53 B 099 8 9590

- Capital Expenditures 13 203 3675 21 589

= FCFF -1 597| 27 707 34 135 20 049




Growth of FCFF stable (g=0%)

Year 2007 2008 2009 2010 2011 2012

FCFF 20043 20 049 20 049 20 049 20 049 20043

Growth of FCFF slight growth (g=2%)

Year 2007 2008 2009 2010 2011 2012

FCFF 20 450 20 859 21276 21701 22135 22578

Growth of FCFF growth (g=5%]

Year 2007 2008 2009 2010 2011 2012

FCFF 21 051 22104 23 209 24 360 25 588 25 867
g=0% |g=2% |=5%

Ev 1. Phaze 74 564 78 841 85 BEY

Ev 2. Phaze 111 921 154 848 280 330

The Operating Company YalueBRUTTO) 186 486 233688 366 058

Interest Bearing Capital 140 9585 140 9585 140 985

The Operating Company “alueMETTO) 45501 " 92704 225073

MonOperating Assets i 56 740 567407 56 740

The Final %alue of Equity =11 239 35 564 168 333

Stock Intrinsic Walue -18 28} 60,73 284 24

MNurmber of Shares issued | 592 211 ooo|

2005

FCFF 2003 2004 2005 Estim. {2006 -2010)

EBIT 15 048 19 785 29403

EBIT = (1-1) 10 383 14 245 21758

+ Depreciation 16 561 19 842 20723

= CF fram Operations 27 344 34 087 42 451

- Change in Met Warking Capital 17 414 22 581 G099

- Capital Expenditures 42 318 13 203 8 675

= FCFF 2 440] -1 67| 27 707 9 454

Growth of FCFF stable (g=0%)

Year 2005 2006 2007 2008 2009 2010

FCFF 5 484 9 484 5 484 9 484 5 484 9 484

Growth of FCFF slight growth (g=2%)

Year 2005 2006 2007 2008 2009 2010

FCFF 9673 9 887 10 064 10 265 10471 10 680

Growth of FCFF growth (g=5%)

Year 2005 2006 2007 2008 2009 2010

FCFF 5958 10 456 10978 11527 12104 12709
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g=0% |g=2% |g=5%
Ev 1. Phase 35134 a7 147 40 360
Ev 2. Phase A1 823 71 476 128 262
The Operating Company YalueBRUTTO) o6 952 108 622 168 622
Interest Bearing Capital 114 365 114 364 114 364
The Operating Company YalueNETTD) 27 4037 5743 54 257
MonOperating Assets i 32 055 32085" 32 055
The Final Walue of Equity -59 453 -37 793 22202
Stock Intrinsic Walue -100 40f -53 521 37 49

Murmber of Shares issued

552 211 000|

95



Appendix Ill. — Free Cash Flow to the Firm (Expecte d)

ZENTIVA
2007
Expected Cash Flow
2008 | 2009 2010 2011 2012
EBIT 2224250 2279856 2336853 2395274 2455 156
EBIT*(1-) 467 093 455 971 444002 455102 -466 480
EBIT after taxation 1757158 18238385 1892851 1940172 1983676
Depreciation [ 14036617 5045847 514686 5249807 535479
C'ash Flow from Operations 3160818 2328479 2407537 2465152 2524 155
Change in MNet Working Capital 305 684 319 322 328 522 337 976 347 692
Tnestments 488 235 496 561 509 203 522 184 035 5453
FCFF 2366 190 1512 586 15693811 1 604 551 1 &40 520
FCFF - basic model
2008 2009 2010 2011 2012
FCEF 2366190 1512596 1569811 1604981 1640920
1. Phase
WACC 7.75%
EV 1. Phase 7073517
g 2,00%
2. Phase WACC 7.75%
EV 2. Phase 20 024 879
EV 1. Phase 7073517
EV 2. Phase 20 024 879
The Operating Company Value (BETTTTO 27098 396
Interest Bearing Capital 17 544 931
The Operating Company Value (METTOC) 9153 465
MNenOperating Assets 2252 581
The Final Value of Equity 6 800 834
Stock Intrinsic Value 181
2006
Expected Cash Flow
2007 | 2008 2009 2010 2011
EEIT 2170000 2224 250 2279 336 2336853 2395274
EETT*(1-t) -520 800 -467 093 -455 971 -444 002 -455 102
EEBIT after taxation 1649 200 1757 158 1 823 8BS 1882851 1940172
Depreciation [ 1376138" 14036617 14317347 14603697 1489576
Cash Flow from Operations 3025338 3160 818 3255619 3353219 3428748
Change in Met Worling Capital 4039 987 305 694 319 322 328 522 337 976
Tnvestments 13 826 448 488 935 496 561 505 203 522 1%4
FCFF -14 241 097 2366 150 2438735 2515454 2 569 578
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2007 2008 009 010 011
FCFF -14 541 097 2 366 190 2439735 2515 454 2 569 573
TWACC FI53%
EV 1. Phase -6 147 221
z 2,00%
2. Phase WACC 713
EV 2. Phase 31 548 247
e —
EV 1. Phaze -6 147 221
EV 2. Phaze 31 548 247
The Cperating Company Value (BETTTTON 25401 026
Interest Bearing Capital 279 352
The Operating Company Value (RETTO) 25121674
NonOperating Assets 1214733
The Final Value of Equity 23906 891
Stock Intrinsic Value 627
2005
2006 2007 2008 2009 2010
EEIT 3303000 2170000 2224 250 2279 856 2336 853
EBIT*(1-t) 182720 -520 800 -467 093 -455 871 -444 002
EERIT after taxation 2510 280 1 64% 200 1757 158 1823 885 1882 851
Depreciation 8696317 1376138 14036617  1431734° 1460369
Cash Flow from Operations 3379 961 3025338 3160518 3255619 3353219
Change m MNet Working Capital 210 393 4 039 987 305 654 319 322 328 522
Investments 242 616 13 826 448 488 935 496 561 209 203
FCFFE 28926952 -14 841 097 2366 190 2439735 2515 4%4
2006 2007 2008 2009 2010
FCFF 28926 952 -14 841 097 2366 150 2438735 2515484
TWACCT 6,23%
EV 1. Phase -4 647 000
= 2.00%
2. Phase WACC 6,23%
EV 2. Phase 44 856 125
e —
EV 1. Thasze -4 647 000
EV 2 Thasze 44 856 125
The Operating Company Value (BRUUTTO) | 40 205 125
Interest Bearing Capital 2380753
The Operating Company Value (NETTO) 37 828372
NonOperating Assets [ 3249223
The Final Value of Ecuity 34 579 149
Stock Intrinsic Value 9207
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2007
Expected Cash Flow
2008 | 2009 2010 2011 2012
EEIT 4922063 5020504 5120914 5223333 5327799
EBIT*(1-t) S1023633 -1004 101 -972974 992433 -1012282
ERIT after tazation 3E82 430 4016403 4147941 4230899 4315517
Depreciation 2425893 23573757 3200227 32244237 3155934
Cash Flow from Operations 7314323 7373778 7438168 7455322 7475452
Change in Net Working Capital 766 620 445012 445244 477 328 491786
Tnvestments 763163 768 984 958253 1017131 1046508
FCFF 5784 540 6159783 6034671 5960864 5937157
FCFF - basic model
2008 2009 2010 2011 2012
FCFF 5784 5401 6 159 783 6034 671 5960864 5937157
1. Phase
WACC 16,83%
EW 1. Phase 19 177 863
e 2,00%
2. Phase TWACT 16,83%
EW 2. Phase 18 770 803
EV 1. Phase 19 177 363
EV 2. Phase 18770 903
The Operating Company Value (BEUTTO) 37 948 766
Interest Bearing Capital 7443 617
The Operating Company Value (NETTO) 30505 148
NonOperating Assets 4521 364
The Final Value of Equity 25983 785
Stock Intrinsic Value 143
2006
Expected Cash Flow
2007 | 2008 2009 2010 2011
EEIT 4825552 4922063 5020504 5120914 5223 333
EBIT*{11) 21158132 -1033633 -1004 101 -972 974 992 433
EBIT after taxation 2667420 3888430 4016403 4147941 4230 899
Depreciation 24958097 34258937 2357375 3200227 3224423
Cash Flow from Operations 7163229 7314323 7373778 7438168 7455322
Change in et Working Capital -121 336 766620 445012 445 244 477 328
Tnvestments 21769 393 763163 768984 9587253 1017 131
FCEF 9053958 5784540 6159783 6034671 5960 264
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2007 2008 200 9 2010 2011

FCFF 9053858 5784540 6159783 6034671 5960 864

TWACC 9,31%

EV 1. Phase 25 B8R 490

g 2.00%

2. Phase TWACC 9.31%

EV 2. Phase 53 327 424
EW 1. Phase 25 888450
EV 2. Phase 53327424
The Operating Company Value (BEUTTO) 79215914
Interest Bearng Capital 12 528 526
The Operating Company Value (INETTO) 66 687 388
NonOperating Assets 11211 904
The Final Value of Equity 54 775 484
Stock Intrinsic Wahie 302
2005

2006 2007 2008 2009 2010

ERIT ITTR029 4825552 4522063 5020504 5120914
EEIT*{1-t) G077 183 -1 158 132 -1 033633 -1 004 101 -972 974
EERIT after taszation 2872746 3667420 3838430 4016403 4147 541
Depreciation [ 40458137 34958097 34258937 3357375 3280227
Cash Flow from Operations 6918 55% T 163 22% 7314323 TITETTE T 438 1468
Change in Met Working Capital 663977 -121 336 THE 620 445012 445 244
Investments 1032174 -9 110004 -17659 353 765 163 TER 984
FCEF 222408 16 384 56% B 317096 6 165604 & 223 940

2006 2007 2008 2009 2010
FCFF 222 408|116 394 569 8317096 6165604 6223 940
WACT 5,50%
EV 1. Phase 30 886 400
g 2,00%
2. Phase WACC 6,50%
EW 2. Phase 103 047 335
e —
EV 1. Phase 30 836 400
EV 2. Phase 103 047 335
The Operating Company Value (BETUTTTO) 133933735
Interest Bearing Capital 19232 124
The Operating Company Value (INETTO) 114701 611
NenOperating & ssets 3734 634
The Final Value of Equity 110 966 917
Stock Intrinsic Value 612
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PHILIP MORRIS

2007
Expected Cash Flow
2008 | 2009 2010 2011 2012
EEIT 2675 2729 2785 2 B38 2 895
EEIT*(1-t) -062 - 546 -529 -539 -5340)
EBIT after taxation 2113 2 183 2 254 2 259 2 345
Depreciation I 415" 406" 308" 390" 382
Cash Flow from Operations 2528 2 589 2652 2 6EY 2727
Change in Met Workung Capital 145 110 127 111 127
Investments -4 -44 -44 -42 -Bi2
FCFEF 2429 2524 2 569 2621 2 6E3
FCFET - basic model
2008 2009 2010 2011 2012
FCFF 2429 2 524 2 569 2621 2663
1. Phase
TWACC 3,14%
E 1 Phase 10 151
g 2,00%
2. Phage TWACC 2.14%
EV 2. Phaze 29 887
EV 1. Phase 10 151
EY 2. Phase 29 887
The Operating Company Value (BEUTTO) 40 039
Interest Bearing Capital 3764
The Operating Company Yalue (INETTO) 36275
NonOperating Assets 2317
The Fnal Value of Equity 33 958
Stocle Intrinsic Value 12 369
2006
Expected Cash Flow
2007 | 2008 2009 2010 2011
EEIT 2626 2675 2729 2785 2 838
EETT*{1-t) -630 -562 -5dé -529 -539
EEIT after tazation 1996 2113 2 182 2254 2259
Depreciation f 423" 415" 406" 398" 390
Cash Flow from Cperations 2419 2 52h 2 58Y 2652 2 6HEg
Change i MNet Working Capital 442 145 110 127 111
Investments -314 -4é -44 -4 -42
FCFEF 2291 2429 2524 2 569 2621




2008 2009 2010 2011 2012
FCFF 2291 2429 2524 2569 2621
TWACC 9,70%
EW 1. Phage 9442
g 2,00%
2 Phase TWACC 9,70%%
EV 2. Phase 21 855
EWV 1. Phase 9442
EV 2. Phace 21855
The Operating Company Value (BETTTO) 31297
Interest Beating Capital 164
The Operating Company Value (MNETTO) 31133
NonOperatng Assets 4004
The Final Value of Ecuity 27129
Stock Intrinsic Valie 9 881
2005
2006 2007 2008 2009 2010
EEIT 2581 2626 2675 2728 2733
EEIT#(1-t) -61% -630 -562 -546 -529
EEBIT after taxation 1562 1596 2113 2183 2254
Depreciation [ 366 423" 415" 408" 393
Cash Flow from Operations 2328 2419 2528 2 589 2652
Change mn Met Workang Capital -908 442 145 110 127
Investments -95 -314 -4 -4 -4
FCFF 3331 2291 2428 2 524 2068
2006 2007 2008 2009 2010
FCFF 3331 2291 2428 2524 2 569
1. Phase
WACC 7,92%
E%W 1. Phase 10602
g 2,00%
2. Phase WACC 7,92%
EV 2. Phase 30 268
EV 1. Phase 10 602
E% 2. Phase 30 268
The Operating Company Value (BETUTTTO) 40 870
Interest Bearing Capital 469
The Operating Company Value (INETTC) 40401
MNenCperating Assets 6 829
The Fmal Value of Equity 33572
Stock Intrinsic Value 12 228
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ERSTE BANK

2007
Expected Cash Flow
2008 | 2009 2010 2011 2012
ERIT 2 598 654 2 6350 627 2703640 2757712 2812867
EBIT*(1-t) =545 717 =530 125 -513 6592 -523 965 =534 445
ERIT after taxation 2052 937 2 120 502 2189948 2233747 2278420
Depreciation f 4947007 5045947 5146867 5249807 535479
Cash Flow from Operations 2 547 637 2 625 096 2704 634 2758727 2813901
Change in et Weorking Capital 726715 747 0589 768 569 212 432 229 337
Investments 30718 36 044 41 258 46 364 51 366
FCFF 17590 204 1841992 18948207 1899930 1933198
FCFF - basic model
2008 2009 2010 2011 2012
FCFEF 1790 204 1841992 1894 807 1892 930 1933188
1. Phase
TWACC 4.76%
EV 1. Phase 3 144 082
g 2,00%
2. Phase TWACC 4.76%
EV 2. Phase 56 536 352
EV 1. Phase 2 144 089
EV 2. Phase 56 536 352
The Operating Company Value (BEIUTTTO) 64 680 441
Interest Bearing Capital 22 756 297
The Operating Company Value (INETTO) 41924 144
NonCperating Assets 44 214 000
The Final Value of Equity -2 289 B56
Stock Intrinsic Value =7
2006
Expected Cash Flow
2007 | 2008 2009 2010 2011
ERIT 2547700 2588 654 2650 627 2703 640 275772
EBIT*(1-t) -611 448 -545717 =530 125 -513 692 -523 965
EEIT after taxzation 1936 252 2052937 2120 502 2 1858 948 2233747
Depreciation 4350007 4847007 5045047 514636 524980
Zash Flow from Operations 2421252 2547637 2625 094 2704 634 2758727
Change in et Working Capital 2817932 T26715 47059 768 569 212432
Investments -10811 30718 36 044 41 258 46 364
FCFF -385 869 1780 204 1841 952 1854 207 1 859 930
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2007 2008 2009 2010 2011
FCFF -385 869 1790 204 1841992 1894 307 1899 930
WACC 4,66%
EV 1. Phase 5963 814
z 2,00%
2. Phase WACC 4,66%
EV 2. Phase 57 924 550
EV 1. Phase 5963814
EV 2 Phase 57 924 550
The Operating Company Value (BEUTTO) 63 853 364
Interest Bearing Capital 200448 245
The Operating Company Value (INETTO) 43 440 119
NonOperating Assets 42 497 000
The Final Value of Equity 943 119
Stock Intrinsic Value 3
2005
2006 2007 2008 2009 2010
EBIT 2 003 600 2547700 2 598 654 2650627 2703 640
ERIT*(1-t) -430 864 -611 448 -545717 =530 125 -513 682
ERIT after taxation 1522736 1936252 2052937 2120502 2 189 948
Depreciation [ 3550007 4ssoo0” 4947007 5045947 514686
Cash Flow from Operations 1877736 2421252 2547637 2625096 2704 634
Change in Net Working Capital ST TIE 2817932 726715 747 059 TEE 569
Inwvestments 7355704 -10 811 30718 36 044 41 258
FCFF -4 510 194 -385 869 1790 204 1841952 1 894 807
2006 2007 2008 2009 2010
FCFF -4 310 194 -385 869 1790 204 1841992 1894 807
WACC 4,56%
EV 1. Phase -329 803
g 2,00%
2. Phase WACC 4,56%
EV 2. Phase 60470 510
EV 1. Phase -329 803
EV 2. Phase 60470 510
The Operating Company Value (BETTTTO) 60 140 703
Interest Beaning Capital 18 203 368
The Cperating Company Value (INETTO) 41 927 340
MNenOperating Assets 39455000
The Final Value of Equity 2482 340
Stock Intrinsic Value 10
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CEZ

2007

Expected Cash Flow

2008 | 2009 2010 2011 012
EEIT 61 365 S8 70 56764 55500 56 515
EETT*(1-t) -12 932 -11714 -10785 -10 545 -10 7738
ERIT after tazation 48 874 46 856 45979 44 955 45777
Depreciation 22565 232427 23040° 246587 25398
Cash Flow from Operations 71439 T0 098 69 918 69613 1175
Change it Met Wortling Capital 7559 6517 5 646 & 204 & 065
Investments 14 326 14 929 16 076 17 600 19 367
FCFF 49 555 48 653 48 196 45 809 45742
FCIEF - basic model
2008 2009 2010 2011 2012
FCEF 49555 48653]  42196]  45808] 45742
1. Phase

WACC 10,37%

EV 1. Phase 179 474

g 2,00%

2. Phase WACC 10,37%

EV 2. Phase 340 194
EV 1 Phase 179 474
EV 2. Phase 340 194
The Operating Company YVale (BRITTTO) 519 668
Interest Beanng Capital 124 657
The Operating Company Value (WETTO) 394 971
NonOperating Assets 39870
The Final Value of Equity 355 101
Stock Intrinsic Value 600
2006

Expected Cash Flow

2007 | 2008 2009 2010 2011

EEIT 53 203 61 865 58 570 56 764 55 500
EETT*(1-t) -127769 -12 952 -117714 -107785 -10 545
ERIT after taxation 40434 48 873 46 856 45 979 44 955
Depreciation [ 221237 225657 232427 230407 24658
Cash Flow from Operations 62 557 71439 70098 69 919 69 613
Change in MNet Worling Capital -24 021 T 559 & 517 5646 & 204
Investments 11 0%2 14 326 14 925 16 0776 17 600
FCFF 75486 49 555 48 653 48 196 45 809
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2008 2009 2010 2011 2012

FCFF 75 486 49 555 43 653 48 196 45 309

TWACC 10,75%

EWV 1. Phasze 203 503

P 2.00%

2. Phaze TWACC 10,75%

EV 2. Phaze 320 460
EV 1 Phasze 203 903
EV 2 Thasze 320 460
The Operating Company Value (BEITTTCO) 524 363
Interest Bearing Capital 168 563
The Operating Company Value (WETTO) 354 200
NeonOperating Assets 26 740
The Fmal Value of Equity 298 060
Stock Intrinsic Value 503
2005

2006 2007 2008 2009 2010

EEIT 40 064 43 203 61 865 a8 570 o6 Tod
EEIT*(1-t) -9 615 -12 765 -12 592 -11714 -10 785
EEIT after tazation 30 445 40 434 45 873 46 BoG 45 979
Depreciation [ 242807 221237 223565 232427 23940
Cash Flow from Operations 54 T2 62 557 71439 T0 098 69 919
Change in MNet Worlang Capital 8990 -24 021 7508 6517 o 46
Investments 21 588 11092 14 326 14 929 16 076
FCFF 24 140 ThH 486 48 555 45 653 45 196

2006 2007 2008 2009 2010
FCFF 24 150 75 486 45 555 48 653 43 196
WACC 10,60%
EV 1. Phase 181 803
z 2,008
2. Phage WACC 10,60%
EV 2. Phase 345 306
e
EV 1. FPhaze 181 803
EV 2. Phase 345306
The Cperating Company YValue (BETUTTC 527 109
Interest Bearmg Capital 114 365
The Operating Company Value I9ETTC) 412744
MNonOperating Assets 32055
The Final Value of Equity 380 689
Stock Intrinsic Wahe 643
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Appendix IV. — Economic Value Added

ZENTIVA

UNIPETROL

2005 2006 2007
EBIT (1-T) 1352720 1923 560 1958 280
Equity 9781548] 12096 902 11 958 402
Long-Term Debt 2380 7453 278 352 17 944 931
WACC 6,23% 7.7 3% 7 70%
EVA 595181 17 9673258 44 -359442 31
MVA 9555645 418 1251987802 -4635692 079
Value Brutto 277946 24896152 25 268 B41
Value of Equity 19357 193 24 616 750 7323710
Stock Instrict Value 507 0557163  B45 4955976 192 0407424
2005 2006 2007
EBIT {1-T) 3905 511 2872746 3667 420
Equity JPEI5 6300 41 160194] 42135 069
Long-Term Debt 12970524 8052 933 5191 329
WACC B,25% 12,85% 16,79%
EVA B01601,25] -3453309 25| -4280871 B9
MvA 95869658 865 -6065611 19| -26491149 56
Value Brutto B2253 123 22351516 218358248
Value of Equity 49282599 142915383 16646 919

Stock Instrict Value

271 7768936 76,81326397 9180214029

PHILIP MORRIS

2005 2006 2007
EBIT (1-T) 2809 1962 1996
Equity 9 463 g 3N g 661
Long-Term Debt a7 164 0
WACC 7 92% 870% g,14%
EVA 2055 A0 1136 61 1250 44
MVA 25968 56206 11718 ,19306 | 15846 10225
Value Brutto 35 459 20223 24 507
Value of Equity 35 432 20059 24 507
Stock Instrict Value 12905 ,35807 7306512835 8926 B50852
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ERSTE BANK

CEZ

2005 2006 2007
EBIT (1-T) 1 227 956 1522 736 1 935 252
Equity 5 451 154 105904 207| 11 403 276
Long-Term Debt [ 18203368[ 20448 245 22 756 297
WACC 476%[ 4 58% 4 76%
EVA 53007 07 55442 07| 308985 36
MVA 1112724 076 1184660 208 B486219 056
Value Brutto 25777 246 32537 1120 40 B45 7O2
Value of Equity 7 573 878 12088 8657 17 889 495

Stock Instrict Value

3114469099

38,34130504 56 SE0E0517

2005 2006 2007
EBIT (1-T) 21 758 30 4459 40 434
Equity 191 289 207 B53 184 226
Long-Term Debt 81 429 94 182 107 544
WACC 10,37 % 10,75% 10 ,91%
EVA -5530 55 -2000 54 861579
MvA -B2058 55202 -18611,1746 Y9005 30153
Walue Brutto 209 759 283 224 0775
WValue of Equity 125 330 185 042 263 231
Stock Instrict Value 216 6971704 319 213634 444 4890445
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Appendix V. — Free Cash Flow to the Equity

ZENTIVA
2007
2005 2006 2007 2003E 2009E 2010E 2011E 2012E]
EPS 3045 3671869506 437 1254841
Debt proportion A5 29% 29 81% B5 49%
Capital Expenditure 5049989 242616 13826 448
Depreciation GE54950,00 §59651,00  1376135,00
Change in Net Working Capital 226 331 210 323 4032 957
FCFE 247651929 292814 2211 5690352 298] -2624685 79)
2572192 07 | -2520748 23| 2470333 -2420927 | -2372508)|
1.Phase -5486121 416
2. Phase 38509905 47
Value of Equity -46996095 89
Stock Intrinsic Value -1232 32
2006
2004 2005 2006
EPS 27959 310,45 367,18659506
Debt proportion 19 80% A5 29% 29 81%
Capital Expenditure 105 705 5049989 242616
Depreciation 560874,00 G64250,00 869651,00
Change in Net Working Capital 2791125 226 331 210 323
FCFE 1873245 461 247E51929 290614 2211] 11352317 18]
-1325270,53 | -1298765 42| 1272790 -1247334| -1222388)
1.Phase -4950680 7 46
2. Phase -2P011252 53
Value of Equity -31961873 07
Stock Intrinsic Value -838,10
2005
2003 2004 2005
EPS 45353 40 27959 310,45
Debt proportion B2 52% 19 80% A5 29%
Capital Expenditure -2 247 742 -221 460 5049989
Depreciation 4068104,00 5855504 ,00 4226054 ,00
Change in Net Working Capital 1619 997 2791125 226 331
FCFE 1309400,045 235009 46 -5R3021 2637] 1293822 74
13196992 134609319 1373015 1400475 1428485]
1.Phase 5491092 911
2. Phase 36321615
Value of Equity 41882714 91
Stock Intrinsic Value 1098 24
UNIPETROL
2007
2005 2006 2007 2003E 2009E 2010E 2011E 2012€|
EPS 446,39 516714324 489 5835362
Debt proportion 48 07 % 42 76% 36,29%
Capital Expenditure 1032174 -3 110 004 -1 768393
Depreciation 4 226 064 404551300 3495809,00
Change in Net Working Capital 4 572 649 5663 977 -121 336
FCFE 7155338924 4288911,993] 3432257 585] 2335221 9|
2351926,33] 2429564 86 2478156 2527719 2575274)
1.Phase 6783461 4558
2. Phase 3508572335
Value of Equity 41872184 81
Stock Intrinsic Value 230,
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2006

2004 2005 2006
EPS 445 39 44638 516714324
Debt proportion 5367 % 48 07 % 42 76%
Capital Expenditure -221 460 1032174 -3 110 004
Depreciation 5855804 00 422606400 404581300
Change in Net Working Capital 5542 416 4 572 649 5663 977
FCFE 248222 2201 7155338924 4283911,993] 1273866 ,77)
1299344 1) 132533099 1351838 1378874 1406452
1.Phase 4751055 81
2. Phase 24196332 5
Value of Equity 28947388 31
Stock Intrinsic Value 159 64
2005
2003 2004 2005
EPS 83,34 445 39 445 39
Debt proportion 57 B3% 5367 % 48 07 %
Capital Expenditure -2 247 742 -221 460 1032174
Depreciation 4068104 00 585580400 4226064 00
Change in Net Working Capital -5 053 945 5542 416 4 572 649
FCFE AB15776,433 248222 2201 -715533 3924 1449435 25
147847802 1508047 58 1538209 1563973 1600352
1.Phase B060207 86
2. Phase 38169109 51
Value of Equity 44229317 47
Stock Intrinsic Value 2439
PHILIP MORRIS
2007
2005 2006 2007 2008E 2002E 2010E 2011E 2012E]
EPS 4294 45 365376672 3776882376
Debt proportion 40,41% 35.76% 58 ,54%
Capital Expenditure 39 95 -314
Depreciation 364 00 366,00 42300
Change in Net Working Capital -1 546 -505 442
FCFE 5600027668 4491 545913 3898 300155 466339126
A75E,A5008 ] 485179226 4948 B2811 8047 A0467 | 5148 7R0764)

1.Phase 17215 53603
2. Phase G6695,10514
Value of Equity 104114 6412
Stock Intrinsic Value 375923 50
2006

2004 2005 2006
EPS 4806 97 4284 48 365376672
Debt proportion 29 98% 40 41% 38,78%
Capital Expenditure =278 39 -95
Depreciation 418,00 384 00 366,00
Change in Net Working Capital -460 -1 546 -908
FCFE 5616,011757 56000276658 4491 845913

5235 ,36178|

1.Phase

2. Phase

Value of Equity
Stock Intrinsic Value

12478 50097
985962 93656
1184458 4375

43144 55

2005

£340,63101 | 5447 49454 E556 444563 BBE7 57342 5750 824857|
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EPS

Debt proportion

Capital Expenditure
Depreciation

Change in Net Working Capital
FCFE

2003 2004 2005
4037 19 4806 97 4294 48
3887% 29.98% 40.41%
-19 278 39
463 25 41800 384,00
-1 416 -460 -1 846

5239 468125

£616,011757

£600,027665

5518 50262|

5534 87257 G053 57002 E174 64142 B285 13425

5424 096932]

1.Phase 23164 28575
2. Phase 129156 2295
Value of Equity 1523205153
Stock Intrinsic Value 55482 37
ERSTE BANK
2007
2005 2006 2007 2005E 2005E 2010E 2011E 2012E]
EPS 2389 2248455686 1828782539
Debt proportion 95 77 % 94 00% 94 31%
Capital Expenditure 2730249 7 395706 -10811
Depreciation 355000,00 355000,00 485000,00
Change in Net Working Capital -1 403 504 -707 776 2 817 932
FCFE -41099 76432 -380023 5341 -132035 0643] -184387 121]
-180R99 378 -177085,391 -173543 583 -170072,509 -166671,353)
1.Phase -BH2779 8954
2. Phase -3933096 183
Value of Equity -4625576 075
Stock Intrinsic Value -14 F3
2006
2004 2005 2006
EPS 2167 2389 22 45455656
Debt proportion 95 74% 95 77 % 94 00%
Capital Expenditure -10 624 142 2730249 7395706
Depreciation 34200000 35500000 355000,00
Change in Net Working Capital 12 873 658 -1 403 604 707 776
FCFE -01202 34506 -41099 76432 380023 5341] -167441 Aa1]
164093 044 -160811 183 -157594 950 -154443 06 -151354 199]
1.Phase 660553 ,2763
2. Phase -4691550 341
Value of Equity -5352103 519
Stock Intrinsic Value -16 97
2005
2003 2004 2005
EPS 2173 2167 2389
Debt proportion 05 559% 05 74% 95 77 %
Capital Expenditure 4102 805 5521 337 -3 791 088
Depreciation 485000 ,00 34200000 355000,00
Change in Net Working Capital -2 313233 12 873 B58 -1 403 04
FCFE 5732898072 2559040523 234907 5182] -26108 47 16]
-26556,3022 -25074 5761 -24573 0846 -24081 5229 23539 9904

1.Phase

2. Phase

Value of Equity
Stock Intrinsic Value

-100486 5346
£27842 4718
-7 28329 0564

-299
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CEZ

2007
2005 2006 2007 2003E 2009E 2010E 2011E 2012€|
EPS 21121 2515257851 294 7E48727
Debt proportion 41 00% A3 B7 % 50,34%
Capital Expenditure 8675 21589 11092
Depreciation 2072300 24280,00 212300
Change in Net Working Capital 5023 5990 -24 021
FCFE 3721227978 -3296,223574| 17703,11915] 6042 70775
5163,56191 B286,83314 B412,57 | 6540521 6671635
1.Phase 2075271015
2. Phase 101347 3573
Value of Equity 1221000475
Stock Intrinsic Value 206,18
2006
2004 2005 2006
EPS 173,37 211,21 251 5257851
Debt proportion 40,37 % 41 00% A3 B7 %
Capital Expenditure 13203 8675 21589
Depreciation 19542,00 2072300 24280,00
Change in Net Working Capital 22 581 5023 5990
FCFE -9333,072417 | 3721227978 -3296,223874] -2969 ,3561)
-2909 95595 -2851 7696 -2794 73| 273884 -2654 06|
1.Phase -5304 859211
2. Phase -39957 1402
Value of Equity -49292 03012
Stock Intrinsic Value -83,23
2005
2003 2004 2005
EPS 143,22 173,37 211,21
Debt proportion 42 31% 40,37 % 41 00%
Capital Expenditure 42 318 13203 8675
Depreciation 16561,00 19542,00 2072300
Change in Net Working Capital -17 414 22 581 5023
FCFE -4439 357206 9333072417 3721,227975] -3350,41057|
-3283,40236 | -3217 73432 -3153,38] -3000,31| -3028 51|
1.Phase -10663,13567
2. Phase -46100,61142
Value of Equity -56763,74709
Stock Intrinsic Value -05 85
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Appendix VI. — Regression Analysis

Ordinary Least Squares Estimation FCFF GIVEN

kkkkkkkkkkkkkkkhkkkkkkkhkkkkhkkkkhkkkhkkkkkkhkkkhkkkhkkkkkkkkk kkkkkkkkkkkkkkkhkkkkkkk

Dependent variable is ACTUAL STOCK VALUE
10 observations used for estimation from 110

*kkkkhkkkkhkkkkhkkkhhhkhkhhhkhkhhhkhkhkhkhhhhkhriihihixk *kkkkkkkkhkkhkkkkkhkkhkik
Regressor Coefficient Standamar T-Ratio[Prob]

C 82.7234 10.4373 7.9257[.000]

FCFF GIVEN .088185 .027512 3.2054[.013]
*kkkkkkkkhkkhkhkkhhhkhkhkhhkhkhhhkhkhkhkhhhhkhihkihhhixk *kkkkkkkkhkkhkkkkkkhkkhkik
R-Squared 56223 R-Bar-Squared 50751
S.E. of Regression 29.4142 std- F( 1, 8) 10.2743[.013]
Mean of Dependent Variable 97.9000 S.D. ep&ndent Variable 41.9138
Residual Sum of Squares 6921.6 Eguaibg-likelihood -46.8885
Akaike Info. Criterion -48.8885 S¢rz Bayesian Criterion  -49.1910
DW-statistic .91384
kkkkkkkkkkkkkkkkkkhkkhkkkkkkhkkhkkkkkhkkhkkkkkkkkhkkkkkhkkkkkx kkkkkkkkkkkkkhkkkkkkkikk

Diagnostic Tests

kkkkkkkkkkkkkkkkkkkkhkkkkkkkhkkkkkhkkhkkkkkhkkhkkkkkkhkkkkkx kkkkkkkkkkkkkhkkkkkkkikk

* Test Statistics * L\ersion * F Version *
kkkkkkkkkkkhkkkkkkkkkkhkkkkkkkkhkkkkkhkkhkkhkkkkhkkhkkkkkkhkkhkkkx kkkkkkkkkkkkkkkkkkkkikk

* A:Serial Correlation * CHSQ( 1)= ¥®4[.160] * F( 1, 7)= 1.7243[.231] *
* B:Functional Form * CHSQ( 1)= .3B[.557] * F( 1, 7)= .24970[.633] *
* C:Normality * CHSQ( 2)=48985[.783] * Not applicable *

* D:Heteroscedasticity * CHSQ( 1)= 1868230] * F( 1, 8)= 1.3443[.280] *
*kkkkkkkkhkkkkkkhhhkhkhkhhkhkhhhkhhkhhhkhhhhkhihkihhhixk *kkkkkkkkhkkkkkkhkkhkik

A:Lagrange multiplier test of residual seriatretation

B:Ramsey's RESET test using the square of tieel fvalues

C:Based on a test of skewness and kurtosissafuals

D:Based on the regression of squared residuadgjoared fitted values
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Ordinary Least Squares Estimation FCFF EXPECTED

kkkkkkkkkkhkkkkhkkkhkkkkkkhkkkkhkkkhkkkhkkkkkkhkkkkhkkkhkkkhkkkkk kkkkkkkkkkhkkkhkkkhkkkkkk

Dependent variable is ACTUAL STOCK VALUE
10 observations used for estimation from 110

kkkkkkkkkkkkkkkkkkkkhkkkkkkhkhkkkkkhkkhkkkkkhkkhkkkkkkhkkkkk kkkkkkkkkkkkkhkkkkkkkikk
Regressor Coefficient $inal Error T-Ratio[Prob]

C 97.7517 14.2776 6.8465[.000]

FCFF EXPECTED  .0073061 12363  .059096[.954]
*kkkkhkkkkhkkkkkhkkhhhkhkhhhkhkhhhkhkhhhkhhhhkhihkihihhixk *kkkkkkkkhkkhkkkkkhkkhkik
R-Squared .4364E-3R-Bar-Squared -.12451
S.E. of Regression 44,4466 stdE- F( 1, 8) .0034924[.954]
Mean of Dependent Variable 97.9000 S.D. ep&ndent Variable 41.9138
Residual Sum of Squares 15804.0 Egoatog-likelihood -51.0166
Akaike Info. Criterion -53.0166 Sc¢drz Bayesian Criterion  -53.3191
DW-statistic 1.4521
*kkkkhkkhkkkhkkkkkhkkhhhkhkhhhkhkhhhhkhhhkhhhhkhihkihkihhixk *kkkkkkkkhkkkkkkkhkkhkik

Diagnostic Tests

kkkkkkkkkkkhkkkkkkkkkhkkhkhkkhkkkkkhkhhhhkkkkkhkhhhkhkkkkhkkhkhkhkkx )kkkkkkkkkkkkkkkkkkkkk
*  Test Statistics * LMeYsion * F Version
kkkkkkkkkkkkkkhkkhkkhkkkkkkkkhkhkhkkkkkkkhkhkhkhkhkhkkkkhkhkhkhhkkkkkk *kkkkkkkkkkkkhkkkkkkkkk

* A:Serial Correlation  * CHSQ( 1)= .27H4600] * F( 1, 7)= .19825[.670] *
* B:Functional Form * CHSQ( 1)= .328a@6] * F( 1, 7)= .23788[.641] *
* C:Normality * CHSQ( 2)= .340[.690] * Not applicable *
* D:Heteroscedasticity * CHSQ( 1)= 1.69433] * F( 1, 8)= 1.6319[.237] *
kkkkkkkkkkkhkkkkkkkkkkkkkkkhkhkkkkkhkkhkkkkkkhkkhkkkkkkhkkkkkx kkkkkkkkkkkkkkkkhkkkkk

A:Lagrange multiplier test of residual seriatredation

B:Ramsey's RESET test using the square of tieel fvalues

C:Based on a test of skewness and kurtosissafuals

D:Based on the regression of squared residuedsjoared fitted values
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Ordinary Least Squares Estimation EVA

kkkkkkkkkkhkkkkhkkkhkkkhkkkkhkkkkhkkkhkkkhkkkhkkkkhkkkhkkkhkkkhkkkkk kkkkkkkkkkkkhkkkkkkkkkk

Dependent variable is ACTUAL STOCK VALUE
10 observations used for estimation from 110

kkkkkkkkkkkkkkkkkkkkkkkkkkkhkkkkkhkkhkkkkkhkkhkkkkkkhkkkkk kkkkkkkkkkkkhkkkkkhkkkkk
Regressor Coefficient StandamiE T-Ratio[Prob]

C 43.3482 15.2413 2.8441[.022]

EVA 53958 .12906 4.1809[.003]
*kkkkhkkkkhkkkhkkhhhkhkkhhkhkhhhkhkhhhkhhhkhkhihkihhhixk *kkkkkkkkhkkhkkkkhkkhkik
R-Squared .6B60 R-Bar-Squared .64678
S.E. of Regression 24.910F-stat. F( 1, 8) 17.4801[.003]
Mean of Dependent Variable 97.9000  S.Dependent Variable 41.9138
Residual Sum of Squares 4964.2  #muaog-likelihood -45.2265
Akaike Info. Criterion -47.2265 [®ecarz Bayesian Criterion -47.5290
DW-statistic 1.681

*kkkkkkkkhkkkkhkkkhhhkhkhhhkhkhhhkhhkhhhkrhhkhkhihihkhhixk *kkkkkkkkhkkkhkkkkkhkkhkik

Diagnostic Tests

)kkkkkkkkkkhkkhkkkkkkkhkhhkhkhkkkkkkhkhhkhhkkkkkhkhhhkhkkkkkhkkhkhkhkkx )kkkkkkkkkkhkkkkkkkkhkkk
*  Test Statistics * LM Veosi * F Version *
*kkkkkkkkkkkkkhkkkhkkkkkkkkhkhkhkkhkkkkkhkhkhkhhhkhkkkkhkhkhkhhkkkkkk *kkkkkkkkkkkkhkkkkkkkkk

* A:Serial Correlation * CHSQ( 1)= 1.449229] *F( 1, 7)= 1.1865[.312] *
* B:Functional Form * CHSQ( 1)= 1.114291] *F( 1, 7)= .87788[.380] *
* C:Normality * CHSQ( 2)= .960[.637] * Not applicable *
* D:Heteroscedasticity * CHSQ( 1)= 1.71840] * F( 1, 8)= 1.6599[.234] *
kkkkkkkkkkkkkkkkkkkkhkkkkkkkhkkkkkhkkhkkhkkkkhkkhkkkkkhkkkkk kkkkkkkkkkkkkhkkkkkkkikk

A:Lagrange multiplier test of residual seriatredation

B:Ramsey's RESET test using the square of tieel fvalues

C:Based on a test of skewness and kurtosissafuals

D:Based on the regression of squared residuedsjoared fitted values

114



Ordinary Least Squares Estimation FCFE

kkkkkkkkkkhkkkkhkkkhkkkkkkhkkkkhkkkhkkkhkkkhkkkkhkkkhkkkhkkkhkkkkk kkkkkkkkkkhkkkhkkkhkkkkkk
*kkkkk

Dependent variable is ACTUAL STOCK VALUE
10 observations used for estimation from 110

kkkkkkkkkkkkkkkkkkkkkkkkkhkkhkkkkkhkkhkkkkkkkhkkkkkkhkkkkkx kkkkkkkkkkkkkhkkkkkkkikk
*kkkkk

Regressor Coefficient Standamar T-Ratio[Prob]

C 97.9363 13.7322 7.1319[.000]

FCFE .040376 065104 .62018[.552]
*kkkkkkkkhkkkkhkkhhhkhhhhkhkhhhkhhkhhhkhhhhkhihkihihixk *kkkkkkkkkkhkkkkkhkkhkik

*kkkkk

R-Squared .045872R-Bar-Squared 3894
S.E. of Regression 43.424F-stat. F( 1, 8) .38462[.552]
Mean of Dependent Variable 97.9000  S.Dependent Variable 41.9138
Residual Sum of Squares 15085.6 kouabg-likelihood -50.7839
Akaike Info. Criterion -52.7839  Ivearz Bayesian Criterion -53.0865
DW-statistic 1.443
*kkkkkkkkhkkhkhkkhhhkhhhhkhkhhhkhkhhhkrhhkhkhiikihhhixk *kkkkkkkkkkkhkkkkkkhkkhkik

*kkkkk

Diagnostic Tests

*kkkkkkkkkkkkkhkkkhkkkkkkkhkhkhkkkkkkkhkhkhkhkhhkhkkkkhkhkhkhkhkkkkkk *kkkkkkkkkkkkhkkkkkkkkk
*  Test Statistics * LM Veos * F Version *
*kkkkkkkkkkkkkhkkhkhkkkkkkkhkhkhkkkkkkkhkhkhkhhkhkkkkkhkhkhkhhkkkkikk *kkkkkkkkkkkkhkkkkkkkkk

* A:Serial Correlation * CHSQ( 1)= .2701&03] *F( 1, 7)= .19434[.673] *
* B:Functional Form  * CHSQ( 1)= 6.2505[2)1 * F( 1, 7)= 11.6694[.011]*
* C:Normality * CHSQ( 2)= .5283668] * Not applicable *
* D:Heteroscedasticity * CHSQ( 1)= 4.5763R03 * F( 1, 8)= 6.7501[.032] *
kkkkkkkkkkkkkhkkkkkhkkhkkkhkkkkhkkhkkkkkhkkhkkkhkkkkhkkhkkkkkkhkkhkkkkx kkkkkkkkkkkkkhkkkkkkkikk

A:Lagrange multiplier test of residual seriatredation

B:Ramsey's RESET test using the square of tieel fvalues

C:Based on a test of skewness and kurtosissafuals

D:Based on the regression of squared residuedsjoared fitted values
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Ordinary Least Squares Estimation EVA — 9 companies

kkkkkkkkkkhkkkkhkkkhkkkhkkkhkkkkhkkkhkkkhkkkhkkkkhkkkkhkkkhkkkhkkkkk kkkkkkkkkkhkkkhkkkhkkkkkk

Dependent variable is ACTUAL STOCK VALUE
18 observations used for estimation from 118

*kkkkkkkkhkkkkhkkhhhkhkhhhhhkhhhhhhhhkhhhhkhihkihihixk *kkkkkkkkhkkhkkkkkhkkhkik
Regressor Coefficient Standamar T-Ratio[Prob]

C 81.1954 12.1403 6.6881[.000]

EVA .19048 .073417 2.5945[.020]
*kkkkkkkkhkkhkhkkhhhhhkhhhkhkhhhkhkhhhkrhhhkhihkihhhixk *kkkkkkkkhkkhkkkkkhkkhkik
R-Squared .29613 R-Bar-Squared 25214
S.E. of Regression 30.7932F-stat. F( 1, 16) 6.7314[.020]
Mean of Dependent Variable 106.4444 Bfependent Variable 35.6077
Residual Sum of Squares 15171.6 uakgn Log-likelihood -86.1722
Akaike Info. Criterion -88.1722 Schwarz Bayesian Criterion -89.0625
DW-statistic aad

*kkkkkkkkhkkhkhkkkhhhkhkkhhkhkhhhkhhkhhhkrhhhkhiikihihhixk *kkkkkkkkkkhkkkkhkkhkik

Diagnostic Tests

kkkkkkkkkkkkkkhkkkhkkkkkkkhkhkhkkkkkkkhkhkhhkhkkkkkhkhkhkhkhkkkkkk *kkkkkkkkkkkkhkkkkkkkkk
*  Test Statistics * LM Veosi * F Version
kkkkkkkkkkkkkkhkkhkhkkkkkkkhkhkhkkkkkkkhkhkhkhkhkhkkkkhkhkhkhkhkkkkikk *kkkkkkkkkkkkhkkkkkkkkk

* A:Serial Correlation * CHSQ( 1)= .053008[8] * F( 1, 15)= .044300[.836] *
* B:Functional Form * CHSQ( 1)= 4.2756[.03p * F( 1, 15)= 4.6729[.047] *

* C:Normality * CHSQ( 2)= .314[.855] * Not applicable *
* D:Heteroscedasticity * CHSQ( 1)= .5557G6] * F( 1, 16)= .50975[.486] *
kkkkkkkkkkkhkkkkkkkkkkhkkkkkkhkhkkkkkhkkhkkkkkhkkhkkkkkhkkhkkkkx *kkkkkkkkkkkhkkkkkhkkkkk

A:Lagrange multiplier test of residual seriatredation

B:Ramsey's RESET test using the square of tieel fvalues

C:Based on a test of skewness and kurtosissafuals

D:Based on the regression of squared residuedsjoared fitted values

116



Ordinary Least Squares Estiom log EVA — 9 companies

kkkkkkkkkkhkkkkhkkkhkkkhkkkhkkkkhkkkhkkkhkkkhkkkhkkkhkkkhkkkhkkkkk kkkkkkkkkkhkkkhkkkhkkkkkk

Dependent variable is ACTUAL STOCK VALUE
18 observations used for estimation from 118

kkkkkkkkkkkkkkkkkkkkhkkkkkkhkhkkhkkhkkhkkhkkkkhkkhkkkkkkhkkhkkkx kkkkkkkkkkkkkhkkkkkkkhkk
Regressor Coefficient Standamar T-Ratio[Prob]

C 3.2326 43900 7.3636[.000]

In EVA 29779 .093702 3.1781[.006]
*kkkkkkkkhkkkkhkkkhhhkhkhhhkhkhhhkhhhhhkhhhhkhihihkhhixk *kkkkkkkkkkkhkkkkkhkkhkik
R-Squared .38698 R-Bguared .34867
S.E. of Regression .29160 F-st&i( 1, 16) 10.1003[.006]
Mean of Dependent Variable  4.6106 S.Dependent Variable 36131
Residual Sum of Squares 1.3605 Eoudiog-likelihood -2.2980
Akaike Info. Criterion -4.2980 t&earz Bayesian Criterion -5.1883
DW-statistic 1.7183
*kkkkkkkkhkkhkhkkkhhhkhkhkhhkhkhhhkhkhhhkhhhhkhihkihihhixk *kkkkkkkkhkkhkkkkhkkhkik

Diagnostic Tests

)kkkkkkkkkkhkkhkkkkkkkhkkhkhkhkkkkkkhkhhkhkhkkkkkhkhhhkhkkkkhkkhkhkhkkx )kkkkkkkkkkkkkkkkkkkkk
*  Test Statistics * LM Vers * F Version *
kkkkkkkkkkkkkkhkkkhkkkkkkkhkhkhkkhkkkkkhkhkhkhkhhkkkkkikhkhkhkhkikkkkk *kkkkkkkkkkkkhkkkkkkkkk

* A:Serial Correlation  * CHSQ( 1)= .350/A54] * F( 1, 15)= .29806[.593] *
* B:Functional Form * CHSQ( 1)= .0481&%6] * F( 1, 15)= .040214[.844]*
* C:Normality * CHSQ( 2)= 1.98p384] * Not applicable *
* D:Heteroscedasticity * CHSQ( 1)= .136612] * F( 1, 16)= .12236[.731] *
kkkkkkkkkkkkkkkkkkkkhkkkkkkkhkkkkkhkkhkkhkkkkhkkhkkkkkkhkkhkkkx kkkkkkkkkkkkkhkkkkkkkhkk

A:Lagrange multiplier test of residual seriatredation

B:Ramsey's RESET test using the square of tieel fvalues

C:Based on a test of skewness and kurtosissafuals

D:Based on the regression of squared residuedsjoared fitted values
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Expected title: “Pricing Methods and the Value of he Firm”

Expected thesis

The stock market values should converge to théiinsic value in medium- up to the long-
term period.

My main aim is to use this idea within diploma tiseend evaluate the relationship between
the value of the firm expressed through its stocksket value and value that will be
obtained by the application of various pricing noetk. The actual stock market values will
be compared with the results obtained by valuatioselected companies traded on Prague
Stock Exchange. Method that will give the mosthfit estimation will be applied on the
other sample of companies traded on Prague Stochafge.

The final part of my thesis will be a complete esgion of investments into companies

traded on Prague Stock Exchange from an investggsview.

The main task of this diploma thesis is to find thenswers to the following questions:
=  Which pricing methods fit the most for the valuatimf Czech companies?
= Which limits have those methods under Czech canm@
» |Is there asuccessful investment strategy appgcdbl the market in Czech

Republic that is based on those pricing methods?

Tentative outline:
» Introduction to the theory of pricing methods
= Empirical analysis — the valuation of selected cames

» The interpretation of the results and an investmectammendation
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The method of work:

Being more familiarized with the problems of thecst market value determination
in Prague Stock Exchange and with the most commoimg methods.

The collection of data and relevant information andetermination of a detailed
working plan.

Practical application of valuation methods withie selected companies.

The interpretation of results.
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