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Two-Stage Growth Model 

𝑃𝑃0 =
𝐷𝐷0(1 + 𝑔𝑔1)
𝑘𝑘 − 𝑔𝑔1

�1 − �
1 + 𝑔𝑔1
1 + 𝑘𝑘

�
𝑇𝑇
�+ �

1 + 𝑔𝑔1
1 + 𝑘𝑘

�
𝑇𝑇
�
𝐷𝐷0(1 + 𝑔𝑔2)
𝑘𝑘 − 𝑔𝑔2

� 

 

Capital Asset Pricing Model (CAPM) 

𝑘𝑘 = 𝑟𝑟𝑓𝑓 + 𝛽𝛽 ∗ 𝑀𝑀𝑀𝑀𝑀𝑀   =    𝑟𝑟𝑓𝑓 + 𝛽𝛽 ∗ (𝑅𝑅𝑚𝑚���� − 𝑟𝑟𝑓𝑓) 

 

Sustainable Growth Rate 

𝑔𝑔 = 𝑅𝑅𝑅𝑅𝑅𝑅 ∗ 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 = 𝑅𝑅𝑅𝑅𝑅𝑅(1 − 𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃𝑃 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅) 

 

Residual Income Model (RIM) 

𝑃𝑃0 = 𝐵𝐵0 +
𝐸𝐸𝐸𝐸𝑆𝑆0(1 + 𝑔𝑔) − 𝐵𝐵0𝑘𝑘

𝑘𝑘 − 𝑔𝑔
    =   

𝐸𝐸𝐸𝐸𝑆𝑆1 − 𝐵𝐵0𝑔𝑔
𝑘𝑘 − 𝑔𝑔

     

 

Weighted Average Cost of Capital (WACC) 

WACC = 𝑅𝑅𝑅𝑅 
𝐸𝐸

𝐸𝐸 + 𝐷𝐷
+ 𝑅𝑅𝑅𝑅

𝐷𝐷
𝐸𝐸 + 𝐷𝐷

(1 − 𝑇𝑇𝑇𝑇) 

 

Free Cash Flow Model 

𝑉𝑉𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 =
𝐹𝐹𝐹𝐹𝐹𝐹1
𝑘𝑘 − 𝑔𝑔

=
𝐹𝐹𝐹𝐹𝐹𝐹0(1 + 𝑔𝑔)

𝑘𝑘 − 𝑔𝑔
 

 

Hamada Equation: 

𝛽𝛽𝐸𝐸 = 𝛽𝛽𝐴𝐴[1 + 𝐷𝐷
𝐸𝐸

(1 − Tc)]  


