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About this course

 Learning objective: By participating in this course you enhance your knowledge about analysing
the performance and financial position of firms from both an internal and an external perspective.
You deepen your knowledge about management control and corporate reporting and learn about
the differences and interrelationships. You are qualified to apply methods to practical problems.

 The lecture is complemented by six tutorials and a revision session. Please prepare the exercises
before class.

 Time and venue: Wednesday, 8.30-10.00 h, J2; Thursday, 12.15-13.45 h, H2 (see dates on p. 3) 

 Examination: Final written exam in December 2024 and May 2025
PO 2018: 60 min., 3 ECTS (as part of the module Advanced Accounting)
PO 2022: 90 min., 6 ECTS (core subject of track Accounting)

 Textbooks:
 Busse von Colbe, W./Coenenberg, A.G./Kajüter, P./Linnhoff, U./Pellens, B. (Eds.): Betriebs-

wirtschaft für Führungskräfte, 5th ed., 2021 (in German).
 Cotter, D.: Advanced Financial Reporting, 2012, Chapter 41-43.
 Palepu, K.G./Healy, P.M./Peek, E.: Business Analysis and Valuation, 6th ed., 2022.
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Schedule
No. Date Class, Room Lecturer

1 09.10.2024 Lecture, J2 Kajüter
2 10.10.2024 Lecture, H2 Kajüter
3 16.10.2024 Lecture, J2 Kajüter
4 17.10.2024 Lecture, H2 Kajüter
5 23.10.2024 Lecture, J2 Kajüter
6 24.10.2024 Tutorial 1: Business Plan Analysis and Valuation, H2 Offermanns
7 30.10.2024 Lecture, J2 Kajüter
8 31.10.2024 Tutorial 2: KPIs and Performance Measurement, H2 Offermanns
9 06.11.2024 Lecture, J2 Kajüter
10 07.11.2024 Guest Lecture (Vonovia), H2 Akelbein
11 13.11.2024 Lecture, J2 Kajüter
12 14.11.2024 Tutorial 3: Sustainability Accounting, H2 Prinz
13 20.11.2024 Lecture, J2 Kajüter
14 21.11.2024 Tutorial 4: Financial Statement Analysis, H2 Offermanns
15 27.11.2024 Lecture, J2 Kajüter
16 28.11.2024 Tutorial 5: Segment Analysis and Rating, H2 Prinz
17 04.12.2024 Lecture, J2 Kajüter
18 05.12.2024 Tutorial 6: Sustainability Reporting and Analysis, J2 Prinz
19 11.12.2024 Recap class, J2 Prinz/Offermanns
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Outline

3. External Business Analysis
3.1 Corporate reporting
3.2 Principles of financial statement analysis
3.3 Analysis from the shareholders’ perspective
3.4 Analysis from the debtholders’ perspective
3.5 Analysing sustainability performance**

1. Foundations
1.1 Corporate goals    
1.2 Business model
1.3 Perspectives of business analysis

2. Internal Business Analysis
2.1 Valuation
2.2 Performance measurement

2.2.1 Characteristics and types of performance measures
2.2.2 Value-based performance metrics
2.2.3 Working capital ratios

2.3 Sustainability accounting**
2.3.1 Corporate Social Responsibility
2.3.2 Measuring sustainability performance
2.3.3 Carbon accounting

** Chapters 2.3 and 3.5 
are not relevant for
PO 2018 (3 ECTS)

** Chapters 2.3 and 3.5 
are not relevant for
PO 2018 (3 ECTS)
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1.1 Corporate goals

 Goals are derived from
stakeholder expectations

Company Management

Employees

Customers Suppliers

Other

Shareholders

Creditors

Loan
Interest and
amortization

Capital

Return

Labour

Labour Salary

Salary

Corporate goals are a yardstick for business analysis.
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1.1 Corporate goals

Ensuring long-term existence requires …

Performance Potential Profit Cash
Competitive Advantage Adequate

return on capital
Liquidity

Strategic goal Operational goal Financial goal
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1.1 Corporate goals

Creating value as a corporate goal

“Our objective is to systematically and continuously increase the value of the
enterprise.” 

“Increasing the value of our business in the long term in the interest of our
investors takes centre stage in RWE‘s strategy.” 

“One of the prime objectives of the Bayer Group is to sustainably increase 
enterprise value.”
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1.1 Corporate goals

 To be an attractive investment in the long-run, companies must earn at least their cost of capital.

Fixed assets

Current assets
Liabilities

Equity

A          Balance Sheet        E+L

Creating value as a corporate goal
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1.1 Corporate goals

Sustainability as a corporate goal

…

Source: Henkel KGaA , Annual Report 2019, p. 9
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1.1 Corporate goals

 Sustainability is a multidimensional performance measure: “Triple-Bottom-Line”

Sustainability

Environmental Social Governance /
Economic

Sustainability as corporate goal
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1.1 Corporate goals

Sustainability as a corporate goal

Source: ThyssenKrupp AG , Annual Report 2018/19, p. 51
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1.1 Corporate goals

The cycle of management control

Adapted from: Coenenberg /Günther 2021, p. 50 

Strategische Steuerung

Operative Steuerung

Investitions-
rechnung

Investition

Liquidität

Finanzierungs-
rechnung

Strategische
Analysen

Erfolgspotenzial

Erfolgsrechnung

Finanz-
steuerung

Erfolgs-
steuerung

Erfolg

Wert-
steigerung

Strategic Control

Operational Control

Investment
Appraisal

Investments

Cash

Cash Flow
Statement

Strategic
Analysis

Competitive
Advantage

Income
Statement

Financial-
Control

Profit
Control

Profit

Value
Creation
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Outline

3. External Business Analysis
3.1 Corporate reporting
3.2 Principles of financial statement analysis
3.3 Analysis from the shareholders’ perspective
3.4 Analysis from the debtholders’ perspective
3.5 Analysing sustainability performance

1. Foundations
1.1 Corporate goals    
1.2 Business model
1.3 Perspectives of business analysis

2. Internal Business Analysis
2.1 Valuation
2.2 Performance measurement

2.2.1 Characteristics and types of performance measures
2.2.2 Value-based performance metrics
2.2.3 Working capital ratios

2.3 Sustainability accounting
2.3.1 Corporate Social Responsibility
2.3.2 Measuring sustainability performance
2.3.3 Carbon accounting
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1.2 Business model

A business model defines how a firm creates value …

Source: IIRC, <IR> Framework (2021), p. 22
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1.2 Business model

Definition and relevance

 Business model: “An organization’s system of transforming inputs through its business activities
into outputs and outcomes that aims to fulfil the organization’s strategic purposes and create value
over the short, medium and long term” (IIRC 2021, p. 53)

 Inputs: capitals consumed in the value creation process
 Outputs: products and services
 Outcomes: effects on the capitals

 The capacity of the business model to adapt to changes in the environment (e.g. technological trends,
availability of inputs) can affect the organization’s longer term viability. 

 A thorough understanding of the firm’s business model is key for…
 management control
 financial statement analysis
 auditing
…
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1.2 Business model

Example: SAP

Source: SAP AG, Annual Report 2020, p. 54
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Outline

3. External Business Analysis
3.1 Corporate reporting
3.2 Principles of financial statement analysis
3.3 Analysis from the shareholders’ perspective
3.4 Analysis from the debtholders’ perspective
3.5 Analysing sustainability performance

1. Foundations
1.1 Corporate goals    
1.2 Business model
1.3 Perspectives of business analysis

2. Internal Business Analysis
2.1 Valuation
2.2 Performance measurement

2.2.1 Characteristics and types of performance measures
2.2.2 Value-based performance metrics
2.2.3 Working capital ratios

2.3 Sustainability accounting
2.3.1 Corporate Social Responsibility
2.3.2 Measuring sustainability performance
2.3.3 Carbon accounting
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1.3 Perspectives of business analysis

Business analysis deals with assessing to what extent a company has achieved or will be able
to achieve its goals and objectives. It can be carried out from two perspectives:

Internal Business Analysis

Entire group/firm, business unit,
project, product, cost center … Objects

Financial statements (actual/planned),
aggregated and disaggregatedData

Managers, controllers …Persons

Instruments

External Business Analysis

Entire group/firm, segments

Published financial statements and 
management reports (actual)

Shareholders, banks, suppliers …

RatiosRatios, portfolios, business plans,
scoring models …
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Outline

3. External Business Analysis
3.1 Corporate reporting
3.2 Principles of financial statement analysis
3.3 Analysis from the shareholders’ perspective
3.4 Analysis from the debtholders’ perspective
3.5 Analysing sustainability performance

1. Foundations
1.1 Corporate goals    
1.2 Business model
1.3 Perspectives of business analysis

2. Internal Business Analysis
2.1 Valuation
2.2 Performance measurement

2.2.1 Characteristics and types of performance measures
2.2.2 Value-based performance metrics
2.2.3 Working capital ratios

2.3 Sustainability accounting
2.3.1 Corporate Social Responsibility
2.3.2 Measuring sustainability performance
2.3.3 Carbon accounting



20©  Prof. Dr. Kajüter Business Analysis (WS 2024/25)

2.1 Valuation

Valuation is the process of converting forecasts into estimates of firm value.

 allocation of capital to projects
 valuation for IPO of business
 impairment testing for financial reporting
…

Valuation inside the firm Valuation outside the firm

Decision for
M&A

Selection 
and

valuation
of 

candidates

Due 
diligence

Negotiation
of the

contract

Preparation
of 

closing

Post-
Merger 

Integration
1

Project
Kick-off

Letter of Intent/
Non-binding Offer Binding Offer Signing Closing

2 3 4 5

 by security analysts to support buy or sell 
recommendations
 by potential acquirers to determine price (range)

for negotiations, takeover bids etc.
…
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Net Asset Value Market Value

Current Value

Liquidation Value

derived from share prices

derived from transactions

Future Earnings Value

Discounted Cash Flow

Discounted EVA

There are several methods for valuation of firms.

2.1 Valuation



22©  Prof. Dr. Kajüter Business Analysis (WS 2024/25)

 Valuation of single assets and liabilities

 Revaluation and adjustment of book values 

Current Value Liquidation Value

 Costs of building or reconstructing the
assets for a new company
 Alternative of the buyer

 Total value of assets realised at liquidation
less total liabilities
 Alternative of the seller

Net Asset Value

2.1 Valuation
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In T€ Book Value Revaluation Liquidation Value
Intangible assets 2.500 -2.500 0
Property, plant & equipment 54.230 -16.269 37.961
Financial assets 5.400 0 5.400
Fixed assets 62.130 43.361
Inventories 10.520 -5.260 5.260
Receivables 15.000 -750 14.250
Short-term securities 6.150 0 6.150
Cash 1.420 0 1.420
Current assets 33.090 27.080
Total assets 95.220 70.441
Provisions 22.520 + 3.000 25.520
Liabilities 35.340 0 35.340
Total Debt 57.860 60.860
Net assets 37.360 9.581

Example: Liquidation Value

2.1 Valuation
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2.1 Valuation

 Concept: The firm value can be derived by comparing key performance measures with those of
other firms. 

Firm value = performance measure x multiplier

multiplier = 
market valueC

perf. measureC
profit
cash flow
EBIT
EBITDA
…

Firms for comparison:
- competitor
- peer group
- industry average

Market Value: valuation based on multiples
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2.1 Valuation

Share prices

 Valuation based on the share price of
comparable firms
 Market as a first point of reference for the 

valuation of firms 

Market valueC = Number of sharesC x Share priceC

PERC = 

Market valueB = PERC x ProfitB

Market valueC
ProfitC

Company C for comparison:

Company B to be valued:

Transaction prices

 Valuation based on the share price of
comparable transactions
 Purchase prices may include takeover

premiums

PriceC = Multiple x Perf. measureC

Company C for comparison:

Company B to be valued:

MultipleC = PriceC
Perf. measureC

Market valueB = MultipleC x Performance measureB

Market Value: valuation based on multiples
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 Concept: The value of a company equals the present value of its future returns.

 To estimate the future returns to investors, it is necessary to forecast of the operating business.

Company Investor

Dividends

Capital

Market

Cash Inflows

Cash Outflows

Profits

Free Cash Flows

Future Earnings Value

2.1 Valuation
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2 Approaches Entity ApproachEquity Approach

Free cash flows to equity-holder
(after debt payments)

Free cash flows to equity & debt-holder
(before debt payments)

Cost of equity
(iE)

Weighted Average Cost of Capital
(WACC)

Discounted Cash Flow Method

1. Preparing a business plan

2. Estimating free cash flows

3. Determining cost of capital

4. Calculating and aggregating the present values of free cash flows

4 Steps

2.1 Valuation
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 Business Plan: two phases

 Example: Business Plan
Income Statement (in € million) 1 2 3 4 5 6 ff. 

Sales 1.890,72 2.093,24 2.316,38 2.561,64 2.615,82 2.615,82 

- Cash expenses -1.602,36 -1.803,18 -1.991.64 -2.203,98 -2.240,22 -2.240,22 

= EBITDA 288,36 290,06 324,74 357,64 375,60 375,60 

- Depreciation 115,90 94,60 97,34 88,54 90,04 90,04 

+ Interest income 0,00 14,34 28,08 42,90 56,32 71,88 

= EBIT 172,46 209,80 255,48 312,00 341,88 357,44 

- Interest expenses -39,18 -41,70 -43,86 -45,46 -46,20 -46,46 

- Taxes -46,64 -58,84 -74,06 -93,28 -103,48 -108,84 

= Net Income 86,62 109,26 137,56 173,24 192,18 202,14 

Cont‘d ...

detailed business plan for next 3-5 years estimate about the long-term future
1 2

Discounted Cash Flow Method

2.1 Valuation
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Cash Flow Statement (in € million) 1 2 3 4 5 6 ff. 

Net Income 86,62 109,26 137,56 173,24 192,18 202,14 

+ Depreciation 115,90 94,60 97,34 88,54 90,04 90,04 

+ Net Working Capital 62,24 67,80 74,02 80,90 95,56 0,00 

+ Tax expense 46,64 58,84 74,06 93,28 103,48 108,84 

+ Interest expense 39,18 41,70 43,86 45,46 46,20 46,46 

= Operating Cash Flow (OCF) 350,62 372,20 426,84 481,42 524,46 447,46 

= Investments (ICF) -214,10 -193,32 -194,18 -179,94 -186,36 -90,04 

= OCF + ICF 136,52 178,88 232,66 301,48 338,10 357,44 

- Adjusted taxes (EBITs) -60,36 -73,42 -89,42 -109,20 -119,66 -125,10 

= Gross-Free Cash Flow (GFCF) 76,16 105,44 143,24 192,28 218,46 232,34 

+ Tax shield 13,72 14,60 15,36 15,92 16,18 16,26 

- Interest expense (I) -39,18 -41,70 -43,86 -45,46 -46,20 -46,46 

+ Debt (FK) 35,94 30,92 22,84 10,52 3,76 0,00 

= Net-Free Cash Flow (NFCF) 86,62 109,26 137,56 173,24 192,18 202,14 

- Dividend -86,62 -109,26 -137,56 -173,24 -192,18 -202,14 

+ Issue of new equity 0,00 0,00 0,00 0,00 0,00 0,00 

= Equity-Cash Flow (E-CF) -86,62 -109,26 -137,56 -173,24 -192,18 -202,14 

Change in cash 0,00 0,00 0,00 0,00 0,00 0,00 

Discounted Cash Flow Method

2.1 Valuation
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Discounted Cash Flow Method

 Cost of capital

Cost of equity

Rate for long-term bonds   6%
+ Market risk premium        5%
x Beta                                 1.41

= Cost of equity               13.05%

Cost of debt

Rate for long-term 
Industry bonds                     7%
- Tax shield from debt

(35%)                             2.45%

= Cost of debt                    4.55%

Share of equity at market value 70% Share of debt at market value 30%

Total Cost of Capital: WACC = 10.5% (after tax)

2.1 Valuation
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Sales/Procurement 
Markets

Company

Equity Stakeholder

Investment
Markets

Debt Stakeholder D-CF

ICF

OCF E-CF

Net-
FCF

1 2 3 4 5 6ff.

86.62 109.26 137.56 173.24 192.18 202.14
Example:
Net-FCF

iE = 13.05%

Value of equity

Discounted Cash Flow Method: Equity Approach

2.1 Valuation
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Sales/Procurement
Markets

Company

Equity Stakeholder

Investment
Markets

Debt StakeholderD-CF

ICF

OCF E-CF

Gross-
FCF =

Finance-
CF

1 2 3 4 5 6ff.

76.16 105.44 143.24 192.28 218.46 232.34

Example:
Gross-FCF

WACC=10.5%

Value of Total Capital =  1,866.9   - 560.1 (value of debt: 30%) = 1,305 (value of equity: 70%)

Discounted Cash Flow Method: Entity Approach

0.91PV-Factor 0.82 0.74 0.67 0.61
232.34
0.1050 = 2,212.76

0.6070

69.3    +       86.5     +     106.0    +    128.8    +   133.3           +          1,343 Present Values

2.1 Valuation
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 The terminal value is highly relevant for the company value: 

 Often the terminal value accounts for 50-80% of the company value.

 The share is the higher the … shorter the detailed planning period
… lower the discount rate
… higher the growth rate

 Reason for the terminal value: Dilemma between the unlimited life of the company and the
decreasing ability to forecast future returns the later they occur. 

 Check results for plausibility!

 Simplifying assumption: The company generates in the long run constant free cash flows.

→ terminal value is the present value of a perpetuity:          TV = FCF
i

Terminal Value

2.1 Valuation
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2.1 Valuation

Checking business plans

 Knowledge of the planning process
Who was involved? 
Which planning approaches were used?
 Documentation of assumptions

 Checking assumptions for plausibility
 Are there any contradictions between assumptions?
 Are the assumptions in line with the expectations of independent organisations?

 Analysis of previous business plans
 Deviations and reasons for them? 
 Conservative / aggressive planning?
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 Value is subjective – it depends on the perspective!

Objectified
earnings value
of the company
„stand alone“

 Subjective value from the buyer’s perspective:

Improving
management

efficiency

Realisation of
potential
synergies

cost of
integration

(subjective)
earnings value
of the company

(buyer’s
perspective)Stand-

alone-
Value

Value of restructuring

Value of synergies

Perspectives of buyer and seller

2.1 Valuation
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2.1 Valuation

Summary: Combination of valuation methods

Phase Available information Method
Early acquisition phase Acquirer is more or less limited to externally 

available information; initial valuation shall 
provide a rough estimate.

Multiples

Evaluation and selection 
phase

Due diligence is completed, the acquirer has also 
internal data; the valuation shall provide a 
precise value of the firm.

Future earnings value 
(DCF-Method)

Control 1 Validation of future earnings value and control of 
assumptions

Multiples

Control 2 Determining the minimum price threshold Liquidation value

Adpated from: Burger/Ulrich 2005, p. 221


