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Q1.LIST your comparable firms and provide at least one sentence for EACH comparable firm that EXPLAINS why you believe it is comparable to KO.
Some of the comparable companies to KO are:
Pepsico Inc. (PEP). This company is trading on a global scale, and its value is almost same as that of KO. This company can be put into comparison with KO since they are in the same industry, the two are dealing with beverages.
Constellation Brands Inc. (STZ). The two companies operate on a global scale. It will not be of advice to compare two or more companies that do not operate at the same scale, that is, one that operates locally cannot be compared to one that is operating on a global scale. Also, the two companies deal with beverages.
Dr. Pepper Snaple Group Inc. (DPS).  I believe the two companies can be compared to each other since they do business worldwide and they deal with the same product line, that is, soft beverage.
Q2. COMPARE and CONTRAST the magnitude of the specific median or average P/X ratio for the comparable firms to the same P/X ratio for KO. For EACH of the three (3) ratios, state whether you believe KO is under or overvalued relative to the comparable firms you have selected.
A firm's absolute stock price tells one almost nothing concerning how expensive a firm is. It is far more useful to check at the three various tools of valuation: price-to-earnings ratio (PE), the price-to-sales ratio (P/S), and price-to-book value. Each of the above-listed ratios is vital to look at while determining the performance of a company in the industry. All these ratios are backward-looking measurements, so they make use of data that has been collected in the past.
KO versus PEP
If a person believes that the market is efficient, then the stock price shows what other investors think concerning the stock. A stock that has a high price-earnings ratio shows that investors in the market like the firm's prospects for growth, whereas a low price-earning ration indicates a value. The P/E ratio of KO is 161.29 compared to that of PEP which is 32.36. This means that the investors in the market like the prospects of growth of KO than that of PEP. The price-to-sales ratio of KO is 5.36, and that of PEP is 2.48. The price-to-sales ratio of KO is not better compared to that of PEP. This is because paying less a dollar for a dollar's worth of something is a good bargain. The price-to-book value ratio is used to reflect the number of times a book value investor has been ready to pay for a share. Value investors have often considered stocks that have a price-to-book value ration of under 3.0. However, the book values of both companies appear to have deviated so much from the stated value; they have 10.95 (KO) and 14.06 (PEP). Between the two companies, a value investor would go for the one of KO since it is the one that is closer to 3.0. 
KO versus STZ
The price-earnings ratio of KO is 161.29, and that of STZ is 23.92. This shows that investors like KO's prospects for growth than that of STZ. The price-to-sales ratio of KO is 5.36, and that of STZ is 5.92.  The price-to-sales ratio of KO is slightly better than that of STZ.  This is because paying less a dollar for a dollar's worth of something is a good bargain. The price-to-book value ratio of KO is 10.95, and that of STZ is 5.35. This means that that the book value investors have been ready to pay for a share more frequently for the KO's shares than those of STZ. However, the ration value that is closer to the one that is preferred by most investors is that of STZ.
KO versus DPS
The price-to-earnings ratio of KO and DPS is 161.29 and 19.69 respectively. This reflects that the investors in the market like more investing in KO compared to DPS. The investors have been attracted by the prospects for growth of KO than those of DPS.   The price-sales ratio of KO is 5.36, and that of DPS is 3.17. The lower the ratio, the better since paying less a dollar for a dollar's worth of something is a good bargain. The price-to-book value of KO is 10.95, and that of DPS is 8.50. The price-to-book value ratio of KO is higher than that of DPS implying that the investors have wanted to buy the shares of KO more frequently than those of DPS. But, the two ratios remain to be higher than the value that is preferred by most value investors. 
Q.3 Based on the magnitude of three P/X ratios and looking at all three of the P/X ratios collectively (not individually), state whether you believe KO undervalued or overvalued? Provide a short paragraph (at least three sentences) that EXPLAINS your reasoning.
By looking at the three P/X ratios, I believe that KO is overvalued. All the price ratios are high compared to those of the companies that had been compared to KO. I think that the shares are overvalued since the company might be trading at a premium due to the brand, better management, and goodwill.
P/X ratios for KO= (161.29+5.36+10.95) =177.6
P/X ratios for DPS= 19.69+3.17+8.50= 31.36
P/ X ratios for PEP= 32.36+2.48+14.06= 48.9
P/X ratios for STZ= 23.92+5.92+5.35= 35.19

Q.4 Multiply the median or average per share "Price/X" ratio of the comparable firms by the per share value of "X" for KO. COMPARE and CONTRAST the price per share estimates that result from EACH Price/X ratio. For EACH ratio, state whether you believe KO is under or overvalued relative to the comparable firms. That is, COMPARE and CONTRAST the resulting RV price per share estimate for KO to the current observable market price.
Average per share "price/X."
KO 177.6/3= 59.2
DPS 31.36/3=10.45
10.45*59.2=618.64
PEP 48.9=16.3
16.3*59.2=964.96
STZ 35.19/3= 11.73
11.73*59.2=692.64
The price per share ratio of KO is higher compared to the other three companies. The value of the price ratio of DPS has increased by 52.9 times.  This is the original average price per share value of the KO. In short, since we were to multiply the respective share values by the average per share price of KO, it means that they have all increased by the same number of times. I believe that KO has been overvalued since the company might be trading at a premium due to the brand, better management, and goodwill.
Q. 5 Overall Consensus Valuation Estimate Based on ALL of YOUR price per share estimates from Assignments 2, 3 and 4 (the DDM, FCFFM and RV methods), provide an least two (2) short paragraphs (at least three sentences each) that DISCUSS whether you believe KO is currently undervalued or overvalued in the market?
The most common way to determine if a stock is overvalued is through the use of relative earnings. Relative valuation of earnings analysis entails comparing earnings to some market value. I believe that KO has been overvalued since the company is trading at a price that is more than 161 times its earnings.
I also believe that KO is overvalued. If we look at the price-to-book ratio, it is higher than the desired one. The value investors have desired the said ratio to be 3.0.




















