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EBITDA

EV/EBITDA

• EBITDA multiple = 9.1
• It’s below than all of 

the comparable firms 
and the industry 
average.

• It’s a result of its high 
profit margin.

EBITDA/Sales

• EBITDA margin = 21.7%
• 16,250/75,000
• It exceeds that of all of 

the comparable firms.
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Limitation of Multiples

• The multiples vary substantially
• Comparable ignore firm differences:

– Operational efficiency
– Growth prospects

• Comparable do not reflect new plans to 
improve operations.
– Once a company has been acquired, it needs to 

be managed for a couple of years until it is sold 
off.
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19.1 Valuation Using 
Comparables

• A price of $150 million for Ideko’s equity 
has been suggested. 
– The data in the previous slide provides some 

reassurance that the acquisition price of $150 
million is reasonable as the ratios are about the 
same or better than the industry averages. 

– However, to assess whether this investment is 
attractive, the operational aspects of the firm 
and of the ultimate cash flows the deal is 
expected to generate need to be analyzed. 


