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2016 2017 2018 

Share price (cents) 34,969.00 34,893.00 33,826.00 

Share Price Growth 19.90% 

CRI Average Close 52,785 

CRI Growth 1.60% 

-0.22%

51,747 

-1.97%

-3.06%

57,225 

10.59% 

V' � 

'es 
Table 2 - Historic capital rates of return 

It is evident from Table 2 that more recent capital returns on the share price was negative. 
It is also noted that the JSE offered a return of 10.59% for the 12 months ending June 
2018. This leads us to believe that the expected rate of return of 10.53% would offer an 
attractive investment opportunity for investors as this is aligned to the market growth rate, 
bearing in mind the beta of -0.863�ch suggests that the share price movements are 
more or less aligned to market movements, but inverse) 

• For this reason, the rate of 10.53% is adopted as the required rate of return.

Using the constant dividend growth model (DGM) shown in Equation 3 below, the probable 
share price can be calculated. 

P= 
Di 

r-g

Equation 3 - Dividend Growth Model 

Using the DGM the probable share price (P) was calculated at R 151.70 (Please see 
� 

Appendix B for detailed calculation) 

1/ 

• The calculation suggests that as at 30 June 2018, the share was significantly .
overvalued by the market (listed share price of R 338.26 versus probable share price of 7
R 151.70) "

1 
1 

-�

• Using "goal seek" in excel, it was found that a growth rate of�% is required to justify _j�
a share price of R 338. Given the growth scenario provided, this growth rate of 8.38% 
is not attainable, meaning that the share price is bound to reduce. 

• Also, the negative beta suggests that if the stock market picks up, the share price will
reduce because of the almost perfect inverse relationship to the market ( at a beta of -
0.863)

• From a strategic point of view, Cash Build should consider acquiring a company tha
] offers synergic benefits to support growth and also one which have a positive beta.
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Question 1, then the future cash flows are as set out in Table 3 (for all detailed

calculations pertaining to Question 4, please see Appendix DJ 

2018 2019 2020 2021 2022 2023 2024 

CFO CF1 CFZ CF3 CF4 CFS CF6 

Sus Growth 9.92% 9,92% 9.92% 9.92% 9.92% 9.92% 

Earnings (From FS) 425,428 467,630 514,019 565,010 621,059 682,668 750,389 

CFO (from Table 8) 345,942 

FCF (7,700,000) 380,259 417,981 459,445 505,022 555,120 

TV 0 0 0 0 10,000,589 

Net Cash Flow (7,700,000) 380,259 417,981 459,445 505,022 10,555,709 

Table 3 - Future Free Cash Flow Projections 

• The TV was calculated using a P/E multiple of 13.92X
• Paying R 7,700,000 for the 22,730 shares in issue is the breaking point (maximum

amount to be paid) which turns the NPV positive: R 63,404. Therefore, based on �
NPV rule, an appropriate price will be R 338.76 (R 7,700,000 / 22,730) � ✓

• At a share price of R 338.76, the IRR was calculated at 10.73% which marginally
exceeds the RRR of 10.53% implying that fh$ project should "q: accepted at this price. ✓

• The Modified IRR was calculated e �hich i�, implying that the project 
should be accepted. � o 

• This assessment is necessary as it focuses on profits and cash flows which is the
primary objective of the management team. Management can see if they are creating
value for shareholders. Comparisons can also be made to other valuation techniques.

• Based on the NPV, IRR and Modified IRR, the appropriate share price is R 338.76.

5 ASSIGNMENT CONCLUSION 

When considering the analysis done in Questions 1 - 4, the table hereunder provides the
summarised results when the NPV, IRR and MRR is calculated on the different share
prices (please see Appendix D for detailed calculations)

Share Price NPV IRR MIRR 

R 151.70 Question 2 R 4,315,263 32.70% 23.73% 

R 324.53 Question 3 R 2,709,826 21% 14.13% 

R 338.76 Question 4 R63,404 10.73% 5.37% 

R 271.66 Average share price across all 3 measures (equally weighted) 

R263.57 Cash Build actual share price as at 30 April 2019 

We conclude that the fair market value of Cash Build is R 271.66 per share.
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