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Business Valuation Methods
Valuation method is the process of knowing and determining the current worth of assets or business or company (Fernandez, 2002). There are many techniques and processes of determining the value of any business. Most investors and analysts will place the value of a business on the management of the company, the prediction of future earnings, the capital structure composition and the market value of the assets using cash outflows and inflows. Asset-based approaches, market value approaches and earning value approaches are three common and general methods of business valuation. This paper will discuss several methods of business valuation. 
Earning value approaches are based on the idea that the true value of business lies in the ability to produce future wealth. The commonest method of these approaches is the Capitalizing Past Earning. The expected level of cash flow is determined and normalized for unexpected events and multiplied for capitalization factor.  Discounted future earning is another method in this approach where forecasts business earning and predicted terminal value at a future date and these values are discounted back to the present time using a discount rate.  It is one of the most critical inputs and has the advantage of valuing stable and big business forms. However, sole proprietorship can be hard to be valuated based in past earnings as the loyalty of the buyers rest with the identity of the owner. 
The other method of business valuation is the asset-based approaches. These methods sum up all the investments in the business. This approach can be done on liquidation basis or as an ongoing process. The going concern approach lists all the net balance sheet value of the business assets and subtracts the value of all liabilities.  The liquidation asset-based approach determines the net cash that is receivable is all the assets were sold and all the liabilities were paid off.  Using this method to value sole proprietorship is difficult.
The third method of business valuation is the market value approaches that attempt to Value Company through comparison of the similar business. This approach is only reasonable if there is good number of business for comparison. It has further disadvantage in valuing certain business. For example, a sole proprietor can be signed value based on the market value. . 
Discounted cash flow analysis gives an intrinsic approach where the focus is the unlevered cash flow that is focused into the future and discounted back using the Weighted Average Cost of Capital. It requires too much detail and analysis using the financial model.  Further, this method is based in several approaches. However, it has the advantage of providing the most details in comparison to all other approaches. Further, it gives the highest and most accurate value of the business. In it, there is also the performance of the sensitivity analysis. It provides the sum-of-part analysis for the larger business. 
Comparable analysis refers to a method of relative value method where there is comparison of the current value of the company/business with similar other business using trading multiples such as Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA) or other ratios.  This method gives observable value for the company based on the current worthiness of the business. It is the easiest and the commonest way of determining business value (Fishman et al., 2002).

Conclusively, each method of business valuation has its own advantage and the analysis and investors need to combine many approaches to yield the best possible result in attaching value to any business. 
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