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VALUATION TASK
This paper evaluates various valuation concepts such as bond valuation as well as valuation of cash flows from a project. The quantitative tasks have been done on the adjacent excel workbook.

Question 1: Bond Valuations
a.) The present value of the bond with 10 years to maturity, $1,000 future value, $50 payment and a rate of 4% is $1,081.11.
b.) A similar zero coupon bond is worth $675.56
c.) Inflation will increase the nominal interest rate and will, therefore, decrease the value of the bond (Moy, 2014).
d.) Should the interest rate drop to 2%, the present value of the bond will be $1,269.48.

Question 2: XYZ Company
a.) The value per share for XYZ company that pays dividends $1, a required rate of return of 8% and zero dividend growth is $12.50
N/B; Value =Dividend/ (rate of return – growth rate)
b.) Assuming a 4% dividend growth rate, the value per share is $25.
c.) Assuming the rate of return drops to 6%, the value per share is $50. 

Question 3: Acme Medical	
a.) The present value of future cash flows using the discounted cash flows model is $17,245,716.59. It is calculated by discounting all project cash flows as well as the terminal values by 7%.
b.) The value per share is $36.23. It is calculated by subtracting the debt value ($10mn) from the enterprise value to get the market cap, then dividing the market cap by the number of shares.
c.) If the discount rate changes to 10%, the present value of cash flows will be $9,658,883.57 while the value per share will be -$1.71

Question 4
a.) The unhappy shareholders cannot team up with the bondholders to vote out the CEO since bondholders do not possess voting rights. The bondholders only have the right to fixed, periodic payments and first claim to money upon the declaration of bankruptcy (Moy, 2014).
b.) Should the firm declare bankruptcy, the bondholders claim to the company will be paid in full ($50m) even before the shareholders are paid. The shareholders will receive the remaining $10m.
c.) In the case of preference shares, the bondholders will have their claims met in full ($50m). Subsequently, the preference shareholders will be paid from the remaining proceeds until their claim is satisfied. Since there is only $10m remaining, the preference shareholders will only have part of their claim repaid ($10mn). The ordinary shareholders will not receive any payments in this case.
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