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Stock Valuation 
Explain why the estimates from the two valuation methods differ
The dividend discount model discounts the projected dividend stream with an aim to present value. It takes into consideration the only dividend stream to common shareholders. The discounted cash flow looks for the expected future cash flow at a discounted rate (Damodaran, 2007). The models provide different estimates when the dividend and the additional cash earns either lower than the market interest rates or is invested in a negative existing value asset. In addition, dividend payments less than discounted cash flow model lowers the ratios for equity debt and might result in the firm becoming underleveraged, which may create a loss in value.
Address the assumptions implicit in the models themselves as well as those you made during the valuation process.
For the dividend discount model (DDM), the first assumption is that dividends will grow continuously. The second assumption comes from the infinite period of the expected future cash flow. To make profits for the DDM model assumptions are made about the expected growth rates in the future regarding earning. The assumptions made for this model carries risks because the growth rate could be negative, in which case the dividends would shrink over time (Shrieves & Wachowicz 2001). For discounted cash flow model, the assumptions made are projected based on the way the business will perform in future. An additional focus is on the way the performance of the company translates to the cash flow that the company generates. 
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