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Equity valuation in stock market
— An analysis of valuation method on tender offer statement —

Shigeo Aoki
Abstract

The DCF is the primary valuation method applied for the tender offers, followed by the
relative valuation method. Rarely used are replacement value method, relative trading method,
DDM, and discounted earnings method. The DDM is applied only for financial institutions. The
results of the valuation are shown by a monetary value within a certain range, and multiple
results are shown instead of one that is a result of integrating various results. It differs from the
judicial precedents that indicate an exact monetary amount by integrating several valuation
results. The residual income model (RIM), considered crucial in finance theory, is not applied to
the tender offers. The tender offer price often exceeds the upper limit of the range indicated by
the relative valuation method or stock market price method, on the other hand, 90% of the
amount ranges of the DCF are within the tender offer price. Influencing factors that enlarge the
amount range for the DCF include discount rate and terminal values, among others. This
enlarged range leads to decreased reliability of the valuation method.






