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‘Valuation Basics’
IT’S AS SIMPLE AS…….

THE AVERAGE PRESENT VALUE EBIDTA
= VALUE

CAPITALIZATION RATE (%)

(INCOME ADJUSTED FOR TIME VALUE)

(RISK)
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‘Valuation Basics’
Example 2

Year0 Year1 Year2 Year3 Year4 Year5
Net Income                 $100,000       $100,000      $100,000       $100,000       $100,000

PV @ 10%                   $  90,521       $  81,941      $  74,174       $  67,143       $  60,779

Average PV   $74,912

Capitalization Rates       10%      25%      50%      75%
$749,116     $299,646     $149,823     $99,822    



‘Valuation Basics’
So it basically boils 

down to THE 
CAPITALIZATION RATE
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‘Valuation Basics’
Realistic values

• 3-5 YEARS OF PROJECTIONS

• DISCOUNT RATES 6%-8%

• CAP RATES >40% FOR START-UPS 
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