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VALUATION INDICES BASED ON 
ENTERPRISE VALUE

 VALUATION INDICES BASED ON ENTERPRISE VALUE

• Enterprise Value ÷ EBIT

• Enterprise Value ÷ Sales

𝐸𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 𝑉𝑎𝑙𝑢𝑒 ÷ 𝐸𝐵𝐼𝑇 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝐸𝑞𝑢𝑖𝑡𝑦 + 𝐷𝑒𝑏𝑡 − 𝐶𝑎𝑠ℎ

𝐸𝐵𝐼𝑇

𝐸𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 𝑉𝑎𝑙𝑢𝑒 ÷ 𝑆𝑎𝑙𝑒𝑠 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝐸𝑞𝑢𝑖𝑡𝑦 + 𝐷𝑒𝑏𝑡 − 𝐶𝑎𝑠ℎ

𝑆𝑎𝑙𝑒𝑠
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VALUATION INDICES BASED ON 
ENTERPRISE VALUE – Exercise (1/2)

 EXERCISE
Problem
Consider the following figures from the year ended November 2008 of Wal-Mart
Stores and Target Corporation ($ billion):

Compare the profitability of sales (ROS and Profit Margin), P/E and the ratio of
enterprise value (EV) to operating income (EBIT) and value to sales of Wal-
Mart and Target.

ebit
sales

net income

market capitalization
cash
debts

Solve the problem
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VALUATION INDICES BASED ON 
ENTERPRISE VALUE – Exercise (2/2)

 EXERCISE

Solution 
Wal-Mart had a return on sales (ROS) of 23.3 / 403.9 = 5.8%, a net return on sales 
(profit margin) of 13.7 / 403.0 = 3.4% and a P/E of 218.9 / 13.7 = 16.0. 
Its enterprise value (EV) was 218.9 + 47.1 - 5.9 = $260.1 billion, with a ratio of 260.1 / 
23.3 = 11.2 on operating income (EBIT) and 260.1 / 403.9 = 0.64 on revenues. 
Target had a return on sales (ROS) of 5.1 / 65.3 = 7.8%, a net return on sales  (profit 
margin) of 2.6 / 65.3 = 3.98% and a P/E of 26.3 / 2.6 = 10.1. Its enterprise value (EV) 
was 26.3 + 20.3 - 0.9 = $45.7 billion, with a ratio of 45.7 / 5.1 = 9.0 on operating income 
(EBIT) and 45.7 / 65.3 = 0.70 on revenues.


