
CONTENTS

Foreword ix

Introduction 1

PART I: VALUATION PERSPECTIVES:
THEN AND NOW 3

CHAPTER 1
Two Illustrative Approaches to Formula Valuations
of Common Stocks 5
Benjamin Graham
Reprinted from the Financial Analysts Journal (November 1957):11�15.

CHAPTER 2
Seeking a Margin of Safety and Valuation 17
Matthew B. McLennan, CFA
Reprinted from CFA Institute Conference Proceedings Quarterly (June 2011):
27�34.

PART II: VALUATION METHODOLOGIES 29

CHAPTER 3
Company Performance and Measures of Value Added 31
Pamela P. Peterson, CFA, and David R. Peterson
Reprinted from the Research Foundation of CFA Institute (December 1996).

CHAPTER 4
The Affordable Dividend Approach to Equity Valuation 93
Alfred Rappaport
Reprinted from the Financial Analysts Journal (July/August 1986):52�58.

CHAPTER 5
Discounted-Cash-Flow Approach to Valuation 105
Gregory A. Gilbert, CFA
Reprinted from ICFA Continuing Education Series (1990):23�30.

ftoc 12 September 2012; 13:6:20

v

CO
PYRIG

HTED
 M

ATERIA
L

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



CHAPTER 6
Equity Securities Analysis Case Study: Merck & Company 115
Randall S. Billingsley, CFA
Reprinted from AIMR Conference Proceedings: Equity Securities Analysis
and Evaluation (December 1993):63�95.

CHAPTER 7
Traditional Equity Valuation Methods 155
Thomas A. Martin, Jr., CFA
Reprinted from AIMR Conference Proceedings (May 1998):21�35.

CHAPTER 8
A Simple Valuation Model and Growth Expectations 177
Morris G. Danielson
Reprinted from the Financial Analysts Journal (May/June 1998):50�57.

CHAPTER 9
Franchise Valuation under Q-Type Competition 189
Martin L. Leibowitz
Reprinted from the Financial Analysts Journal (November/December 1998):
62�74.

CHAPTER 10
Value Enhancement and Cash-Driven Valuation Models 209
Aswath Damodaran
Reprinted from AIMR Conference Proceedings: Practical Issues in Equity Analysis
(February 2000):4�17.

CHAPTER 11
FEVA: A Financial and Economic Approach to Valuation 229
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