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Resumo 

O objetivo desta tese é fazer uma avaliação financeira com data de 31 de janeiro de 2024 das 

ações da DELL Technologies Inc., uma empresa com sede nos Estados Unidos que faz parte do 

índice S&P 500 e é cotada na bolsa de Nova Iorque (NYSE). Primeiramente foi feita uma análise 

ao ambiente macroeconómico e da indústria de IT, depois foi feita uma análise profunda e 

também financeira da empresa como um todo para se poder efetuar uma análise adequada. O 

principal método de avaliação escolhido foi o método de Discounted Cash Flow (DCF) que tem 

por base o desconto dos cash-flows futuros estimados pelo Custo Médio Ponderado do Capital 

(WACC) e a respetiva taxa de crescimento a longo prazo. Apurou-se que o valor final de uma 

ação é de 47,30$ em comparação com o valor de 31 de janeiro de 2023 de 40,62$, o que indica 

um potencial de crescimento de 16,44% desta mesma ação. Da perspetiva de um analista, dá-se 

assim a recomendação de Buy sobre uma ação da DELL Technologies Inc. Por fim também foi 

feita uma análise de sensibilidade em alguns fatores do modelo do DCF e realizado o modelo 

Dividend Discount Model (DDM) como forma de comparação com o método principal. 

Palavras chave: Avaliação patrimonial, DELL, Computadores, Indústria de Tecnologias de 

Informação, IT, DCF 
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Abstract 

The goal of this dissertation is to perform the valuation of DELL’s Technologies Inc. shares on 

the 31st of January 2024. The company is United States based and part of the index S&P 500 in 

the New York Stock Exchange market (NYSE). First an analysis of the industry and the economic 

context the company is in was done, then a thorough analysis of the enterprise as a whole, more 

specifically in financial terms, in order to conduct the correct valuation. The major method chosen 

was the Discounted Cash Flow (DCF), that relies on discounting the estimated future cash flows 

by the Weighted Average Cost of Capital (WACC) allied with the growth rate. The final value 

calculated was $47,30 in comparison with the value on the 31st of January 2023 of $40,62, which 

indicates an upside potential of 16,44% of these shares. In an analyst point of view, the 

recommendation is to Buy for the shares of DELL Technologies Inc. At last, a sensitivity analysis 

was made as well as a valuation through the Dividend Discount Model to be compared with the 

previous method.  

Keywords: Equity Valuation, DELL, IT Industry, Computers, IT, Discounted Cash Flow 
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1. Introduction 

A current topic regarding business and economics is how to create value, especially looking in a 

corporative perspective, how do we create value not only to the shareholders but to all the 

stakeholders? It is a highly debated question in which companies try to determine their worth taking 

in account the current position of the company in many aspects which it is involved such as 

economy, country basis, industry, growth and many other aspects. 

This dissertation aims to answer this question, by delivering the Equity Valuation of Dell 

Technologies Inc. (DELL) with all things considered such as historical and future performance as 

well as all other important variables. 

Equity Valuation can be determined by many different quantitative and qualitative methods and 

there are many different authors and specialists and for that reason, I conducted a Literature Review 

that indicates the most used methods of valuation. After this, there is explanation of all the 

conditions the company is embedded in, like the exposition of the industry and economics along 

with the description of the business itself. 

The method chosen to give the valuation of this company, was the Discounted Cash Flow Method 

which takes into account projections of Cash Flows of the company adjusted to a specific date. 

The ultimate purpose of this thesis is, performing as an analyst, to give the best estimate/projection 

possible and deliver, in terms of the investor point of view, a buy or sell recommendation of a 

DELL stock. 
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2. Literature Review 

As said previously, valuation is a highly discussed topic, especially in Finance, regarding which 

method is more suitable when conducting an analysis of a company. When conducting this analysis, 

the investor can determine if it should sell, buy or keep a certain investment.  

According to Damodaran there is intrinsic valuation and relative valuation, the first on relies on 

objective calculations such as Cash-Flows or other complex financial model, while the other is 

based in the value of comparable or similar assets/companies. 

Therefore, this chapter will have the description of the four methods that I believe are more relevant 

and more used nowadays. 

2.1 Intrinsic Valuation  

The value of a company by intrinsic valuation is determined by the expected future cash flows 

allied with the risk of Cash flows, more precisely, the risk can be i.e., risk of capital or discount 

rate, growth rate and other risk factors. 

Since there is no consensus on only one model of intrinsic valuation, answering question such as, 

which cash flows should be considered? Or which risk variables does the discount rate has? I will 

describe three different models of intrinsic valuation: 

2.1.1 Discounted Cash Flow (DCF) Model 

This model is one of the most commonly used models in valuation and it is based in the value 

created by the expected cash-flow from operations before interest after taxes and all company 

investments and it must be discounted by the appropriate discount rate (WACC), here is the 

simplification of the formula of this model: 

𝐷𝐶𝐹 = ∑
𝐶𝐹𝑛

(1 + 𝑊𝐴𝐶𝐶)𝑛

 

 

These Cash-flows are also known as Free Cash Flow to the Firm (FCFF), which can be a good 

measure of a company’s profitability after all expenses and reinvestments, as we can see in the 
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formula: 

 

𝐹𝐶𝐹𝐹 = 𝐸𝐵𝐼𝑇 − 𝑇𝑎𝑥𝑒𝑠 + 𝐷&𝐴 −  ∆𝑁𝑊𝐶 − 𝐶𝐴𝑃𝐸𝑋 

𝐸𝐵𝐼𝑇𝐷𝐴 = 𝐸𝑎𝑟𝑛𝑖𝑛𝑔 𝑏𝑒𝑓𝑜𝑟𝑒 𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑎𝑛𝑑 𝐴𝑚𝑜𝑟𝑡𝑖𝑧𝑎𝑡𝑖𝑜𝑛 ;  𝐷&𝐴 = 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑎𝑛𝑑 𝐴𝑚𝑜𝑟𝑡𝑖𝑧𝑎𝑡𝑖𝑜𝑛;  

∆𝑁𝑊𝐶 = 𝑁𝑒𝑡 𝑊𝑜𝑟𝑘𝑖𝑛𝑔 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 ; 𝐶𝐴𝑃𝐸𝑋 = 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠  

The FCFF is also known as the unlevered cash flow and expresses the amount of cash flow 

available from operations for distribution to the shareholders of the company if it was an only 

equity financed company. 

Since most of businesses are not only equity financed, the DCF uses as a discount rate, the 

Weighted Average Cost of Capital (WACC), which is the rate the Cash Flows will be discounted. 

The WACC “is the rate of return that investors expect to earn from investing in the company and 

therefore the appropriate discount rate for the free cash flow” (Koller, Goedhart, & Wessels, 2020), 

which includes the two sources of financing inhouse or out-of-house, i.e., shareholders and banks: 

𝑊𝐴𝐶𝐶 = 𝐾𝑑

𝐷

𝐷 + 𝐸
× (1 − 𝑡) + 𝐾𝑒

𝐸

𝐷 + 𝐸
 

𝐷 = 𝐷𝑒𝑏𝑡 ; 𝐸 = 𝐸𝑞𝑢𝑖𝑡𝑦 ;  𝐾𝑑 = 𝐶𝑜𝑠𝑡 𝑜𝑓 𝐷𝑒𝑏𝑡 ; 𝐾𝐸 = 𝐶𝑜𝑠𝑡 𝑜𝑓 𝐸𝑞𝑢𝑖𝑡𝑦; 𝑡 = 𝑒𝑓𝑒𝑐𝑡𝑖𝑣𝑒 𝑡𝑎𝑥 𝑟𝑎𝑡𝑒       

For the definition of the value of the WACC, the cost of Debt and the Cost of Equity should be 

calculated first and they are explained below. 

The cost of Debt should be considered by the market prices, “for a company with investment-grade 

debt, yield to maturity is suitable.”(Koller, Goedhart, & Wessels, 2020). If the company does not 

have public debt, it can be measured by the default spread partnered with the comparable credit 

rating obtained i.e., S&P or Moody’s. Lastly, if it does not have a credit rating, a synthetic rating 

can be estimated with the interest coverage ratio (EBIT/Interest Expense) and matched to the 

default Spread. 

Determining the cost of equity, it is a more complex process that uses models to define the risks 

associated with the cash flows of the shareholders. The most frequently used model is the Capital 
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Asset Pricing Model (CAPM) that stipulates expected rate of return on any security equals the risk-

free rate plus the security’s beta times the market risk premium, according to Koller, Goedhart, & 

Wessels, (2020). 

𝐾𝑒 = 𝑅𝑓 + 𝛽 × (𝑅𝑚 − 𝑅𝑓) 

𝑅𝑓 = 𝑅𝑖𝑠𝑘 ∙ 𝑓𝑟𝑒𝑒 𝑟𝑎𝑡𝑒 ;  𝛽 = 𝐵𝑒𝑡𝑎 𝑠𝑒𝑛𝑠𝑖𝑡𝑖𝑣𝑖𝑡𝑦 𝑡𝑜 𝑡ℎ𝑒 𝑚𝑎𝑟𝑘𝑒𝑡 ;  𝑅𝑚 = 𝑟𝑖𝑠𝑘 𝑜𝑓 𝑡ℎ𝑒 𝑚𝑎𝑟𝑘𝑒𝑡 ; 

(𝑅𝑚 − 𝑅𝑓) = 𝑀𝑅𝑃 = 𝑀𝑎𝑟𝑘𝑒𝑡 𝑟𝑖𝑠𝑘 𝑝𝑟𝑒𝑚𝑖𝑢𝑚 

Investors are always concerned about risk and if an investment has a higher risk, they will want a 

higher return in exchange. Considering this, the Risk-Free rate is the expected return of the investor 

on an investment with no risk, it is true that there is always risk but usually we tend to think that 

government bonds are the ones with less risk associated with it. For this reason for long-term risk-

free interest rate, it is usually used the government bonds with maturities between 10 to 15 years, 

since buying shares is considered to be a long-term investment.  

For the coefficient Beta, the bigger it is the more return those shares will have, in case of listed 

companies it can be calculated by a regression between the return on the shares and the market 

portfolio. To calculate the MRP we can calculate the market risk premium in a forward-looking 

perspective, by the connection between the share prices and the future cash flows for those shares, 

this method can be found in the site of Professor Aswath Damodaran. 

Finally, it is mandatory to calculate Debt and Equity by market values in order to use the 

appropriate Debt and Equity weights in the WACC calculations. 

For the market value of Debt we shall use the following formula: 

𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝐷𝑒𝑏𝑡 = 𝐼 × [
1 −

1
(1 + 𝐾𝑑)𝑡

𝐾𝑑
] + [

𝐹𝑉

(1 + 𝐾𝑑)𝑡
] 

𝐼 = 𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑒𝑥𝑝𝑒𝑛𝑠𝑒 ; 𝐾𝑑 = 𝐶𝑜𝑠𝑡 𝑜𝑓 𝐷𝑒𝑏𝑡 ;  𝑡 = 𝑊𝑒𝑖𝑔ℎ𝑡𝑒𝑑 𝑎𝑣𝑒𝑟𝑎𝑔𝑒 𝑚𝑎𝑡𝑢𝑟𝑖𝑡𝑦(𝑖𝑛 𝑦𝑒𝑎𝑟𝑠);  𝐹𝑉 =  𝑇𝑜𝑡𝑎𝑙 𝐷𝑒𝑏𝑡 

In terms of the market value of Equity we should look at the company’s outstanding shares and 

multiply them for the value of the share. 
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The Terminal Value (TV) appears after the last year of forecasted Cash Flow, that is, after doing 

all the calculation for the estimated cash flows for a specific period. It is important to calculate the 

following years, or else we would be saying that after that period of time the company would close, 

so the terminal value allows the perpetuity of the company after the forecasted cash flows are 

estimated. There are some assumptions that are made to calculate the TV, or else it would be an 

inaccurate way to make the valuation of a company, here is the formula: 

𝑇𝑉𝑛 =
𝐹𝐶𝐹𝐹𝑡 × (1 + 𝑔)

𝑊𝐴𝐶𝐶 − 𝑔
 

𝑔 = 𝑔𝑟𝑜𝑤𝑡ℎ 𝑟𝑎𝑡𝑒  

With the Terminal Value included in this model, the final Formula for the DCF model can be 

computed as the Value of the company, as known as the Enterprise Value: 

𝐸𝑉 = ∑
𝐹𝐶𝐹𝐹𝑛

(1 + 𝑊𝐴𝐶𝐶)𝑛

𝑛

1

+  
𝐹𝐶𝐶𝐹𝑛 × (1 + 𝑔)

𝑊𝐴𝐶𝐶 − 𝑔
×

1

(1 + 𝑊𝐴𝐶𝐶)𝑛
 

There are several advantages to choosing this method, since is a forward-looking model that focus 

on the forecasted Cash flows, where you can hypothesize many scenarios according to the 

investment options, finally it also incorporates perpetuity and specific risk of each company. 

This model brings of course some disadvantages, since all the assumptions made are exposed to 

errors and can be misleading, especially in instable business models or markets.  

2.1.2 Adjusted Present Value Model (APV) 

It is discussed by many specialists that the Adjusted Present Value Model ought to be used only 

for companies that have an extreme level of debt or if the level of leverage is changing a great deal 

during a cycle. If the Debt/Equity changes a lot then the Kd, Beta and Ke will change as well as 

the WACC, making the computations of valuation through the DCF model extremely challenging. 

When using the APV we start by calculating the value of the enterprise as if it were only equity 

financed, moreover without debt to non-shareholders, and then we calculate the value created using 

leverage such as subsided financing, tax shields and many other: 
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𝐴𝑃𝑉 = 𝑃𝑉𝑜𝑓 𝑈𝑛𝑙𝑒𝑣𝑒𝑟𝑒𝑑 𝐹𝑖𝑟𝑚 + 𝑃𝑉 𝑜𝑓 𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑛𝑔 𝐸𝑓𝑓𝑒𝑐𝑡𝑠 

The advantages of this model as previously stated is that is more flexible when regarding a 

significate change of leverage, but this method does not represent taxes or other financing effects 

in the discounted rates as Luehrman (1997) describes. 

2.1.3 Dividend Discount Model 

The Dividend Discount Model has the model itself is called is dictated by dividend, which is the 

income distributed to shareholders in a specific time, and this model formulates that the value of a 

company in calculated as the present value of the future dividends as formulated in (Gordon, 1959): 

𝐷𝐷𝑀 = ∑
𝐷𝑃𝑆𝑛

(1 + 𝑟)𝑛
+

𝐷𝑃𝑆𝑛 × (1 + 𝑔)

(𝑟 − 𝑔)

𝑛

1

×
1

(1 + 𝑟)𝑛
 

𝑟 = 𝑒𝑠𝑡𝑖𝑚𝑎𝑡𝑒𝑑 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 −  𝑖𝑛 𝐶𝐴𝑃𝑀 𝐾(𝑒);  𝑔 = 𝑔𝑟𝑜𝑤𝑡ℎ 𝑟𝑎𝑡𝑒  

Also, as the DCF model, DDM is also based on many assumptions of the future that can also be 

incorrect or biased, and since there are less assumptions made, it can be extremely beneficial or a 

very unfortunate valuation due to errors in the assumptions. 

Some companies are very conservative regarding dividend payments which automatically can lead 

to very low valuation by using this model and the exact opposite can also happen when a company 

always distributes many dividends and ultimately ends up issuing more debt to pay these dividends 

because Cash Flows of the operation are insufficient, which will lead to a very overestimated 

valuation of a company. 

This method can be a good method to use in very specific scenarios i.e., where the company 

distributes all the free cash-flow as dividends or shares repurchases or if the prediction of the future 

is very difficult especially in calculating cash-flows. 

2.2 Relative Valuation 

The relative valuation does not lie on what a company generates itself but with the comparison 

with other companies that are similar.  



 

16 
 

2.2.1 Multiples Model 

This method is extremely liked between decision makers because it is very simple to understand, 

easy to use and comparable to other companies.  

In this methodology it is very important to define well the peer group, we should always try to 

build a peer group that is more suitable and comparable to the company chosen, by looking at size 

business areas/markets, ratio D/E, and specially to profitability or growth rate. 

Multiples can be used historical ones which are more secure, but it is recommended to use forward-

looking multiples since a valuation of a company is about the future, it is also vital to choose the 

right multiples and peers as reported by Goedhart, Koller, & Wessels (2020).  

The most commonly used multiples are PER (Price to Earnings Ratio) because it links the company 

value to profit and is very easy to calculate for most companies and also Enterprise Value multiples 

such as EV/EBIT or EV/EBITDA as stated in Fernández (2007). 

3. World Economic Overview 

The last few years were scarred with restrictions and constraints from the pandemic Covid-19, in 

the year 2021 the economy seamed to begin to recover from this calamity, and reach a GDP growth 

worldwide of 6%, according to the International Monetary Fund, with 5,7% solely in United States. 

The year 2022 ended with a GDP Growth of 3,4% and it is significantly lower in comparison with 

the previous year, it is being recognized that only now we are experiencing a slowdown in 

economies, like a post Covid-19 aftermath which is something the economists predicted.  

The rise of and costs of living and Inflation will mark the year 2022 and 2023 not only because of 

the pandemic but also due to Russia’s invasion of Ukraine, which will ultimately inhibit the 

countries worldwide to continue to grow as it is projected in the Figure below: 
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Figure 1 - World Growth Projections 2022-24  

Source: IMF 

Considering all these factors in the near future it is important to keep investing the resources in the 

right segments and proceed with cautious in order to keep delivering the same added value to all 

the stakeholders of the enterprise.  

4. Industry Overview 

The industry DELL is part of is a wide Industry that is called the Tech Industry, to be more specific, 

the Information Technology (IT) Industry, and in 2022 it was worth 4,4 trillion USD. When 

referring to the IT Industry, we will be talking not only about Hardware from sales in Personal 

computers, tablet’s or desktops but also about software and other service solutions. 

As there was the industrial revolution, later on, the technologies revolution happened. In this era 

the computers, cellphones and many other devices were developed along with software that 

fulfilled new needs for its customer. It is crucial to keep in mind that this industry feeds on 

knowledge and innovation, so in order to survive and keep revenue streams it is extremely 

important to invest wisely in Research and Development (R&D). 

This industry is important across all companies and through all the levels of the organizations, it is 

impossible to think of progress and improvement without technology allied to it.  

For a long time we have heard that IT is the future and I agree with it. We can see it in our daily-

day life, not only in more tech related job applications and courses but also with everything we use 

from the coffee machine to the computers we use at work. 
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Figure 2 - IT Spendings Worldwide 

Source: Statista 

 

Even though Covid-19 made many companies reduce spendings in IT and new technologies, many 

others had to make an investment in hardware, data center, clouds and other related IT services in 

order to keep the organization flowing, especially because of adaptation to remote work, which led 

to a higher overall spending in IT in 2021 and 2022 than what we could have anticipated. According 

to Statista it is forecasted that the Information Technology spending worldwide continues to grow 

having a 3% increase of 2022 in comparison with 2021 and will continue to increase in 2023. 

 

 

 

 

 

 

 

 

 

As demonstrated in the image bellow, the IT industry grew 47% during the 1st quarter of 2020 and 

2022 but falls short in comparison with other digital economy activities, as reported by the U.S. 

Department of Commerce Bureau of Economic Analysis and detailed in the Comptia’s IT Industry 

Outlook 2023. 
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Figure 4 - Global IT Spending Projections 2023 

Source: Comptia (IT Industry Outlook 2023) 

 

 

 

 

 

 

 

According to Gartner, IDC estimation, the total Global spending projection for IT in 2023 will 

increase 5,1% over 2022, reaching 4.6 trillion US Dollars. The Segments are illustrated by the 

image bellow: 

 

 

 

  

 

 

 

Looking to these segments it is important for DELL to focus on IT services and New Technologies 

delivered to enterprises as well as to continue to provide exceptional devices, data center systems 

and software to existing and future customers. 

According to Mckinsey forecast, data center consumption in the United States will increase about 

10% a year till 2030. 

Figure 3 - GDP Growth by output (Q1 2020 to Q1 2022) 

Source: Comptia (IT Industry Outlook 2023) 
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Figure 5 - U.S. Data center consumption (2014-2030)  

Source: Mckinsey 

Through a global perspective, IDC indicates that software revenue growth will vary from 10 to 

12% in the next few years: 

 

Figure 6 - Worldwide Forecasted Revenue Growth in Software (2022-2026)  

Source: IDC 
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In terms of Hardware solutions, for PC’s the worldwide CAGR is forecasted to be 0,1%, as can be 

seen in the figure below: 

 

Figure 7 - PC's Shipments World Forecast  

Source: IDC 

5. DELL ’s Business Overview 

DELL Technologies Inc (DELL) is a U.S. based Technology company that sells IT product and 

services, from hardware such as PC’s to Cloud data servers to its customers.  

The company’s Statement of purpose is to help organizations to develop, by transforming the way 

they work and build their digital futures with innovative solutions and also including traditional 

infrastructure and better multi-cloud options in the industry it is integrated in. 

DELL was founded as PC’s Limited in 1984 by Michael DELL, which is still CEO and chairman 

of the company. Nowadays employs about 133,000 people, has more than 20 manufacturing 

locations (9 of them owned) and operates with 180 locations worldwide. 

The company is known for making a lot of acquisitions, specially of small or with added value IT 

companies, and by adopting this strategy it helps the company to keep innovating in all areas and 

deliver a good product/service to its customers. One of the most known acquisitions was EMC 

Corporation that occurred in 2015 and in 2021 DELL completed the spin-off of one of its 

companies VMware, which was previously one of the business units of the enterprise. 
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In 2022 the value invested in R&D was 2,6 billion along with 26,189 total patent/patent 

applications which allies with company’s strategy of continued innovation and improved 

technology. 

The company is leader in particular businesses of the company, for example in North America in 

Desktops, High-End PC Gaming, Storage Software or Server Units.  

Taking all this to consideration, this makes the company maintain the position and recognition of 

one of the largest Tech Companies of the world. 

 

 

 

 

 

Figure 8 - 4Q22 & 4Q21 Companies PC Shipment Share (Worldwide) 

 Source: Gartner 

According to figure above, Dell’s market share in worldwide PC shipment has decreased 2% from 

2021 and 2022 but continues to be in third place as one of the PC providers in the world, after 

Lenovo and HP Inc. 

In terms of geographical locations, more or less half of the revenue is from the U.S. and the other 

half is distributed to all the other geographical such as Europe, Middle East, Africa, Asia-Pacific 

and Japan, also known as EMEA and APJ Areas. 
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Figure 9 - Revenue by Area - 2022 

Source: Author 

In terms seasonality, sales tend to be higher in 3rd Quarter in United States, while in the 4th and 

Final Quarter sales are higher in Europe, the Middle East and Africa. 

The annual reports are issued with final date of the end of January, in 2022 the revenue was 101,2 

billion US Dollars up 17% from 2021, with gross margin of 22% and you can see the evolution of 

the company’s revenue of the past 5 years in the following graphs: 

 

Figure 10 - Historical Revenues (2018-2022) 

Source: Author 
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Figure 11 - Historical Gross Margin (2018-2022)  

Source: Author 

 
 
 

 

 

 

 

 

 

DELL’s Vision and Strategy 

The core objective of the company is to “to become the most essential technology company for the 

data era” (2022 10-K Report), translating this, is to become the main company delivering the best 

IT products and services by reaching all client’s needs and digital transformation in this multi-

cloud environment.  

As mentioned in the Industry Overview, DELL is aware that with the acceleration of the IT Industry 

they have to invest and modernize the commodities offered. As well as to pursue innovative 

technologies such as “Edge, Telecom, data management, and as-a-Service consumption 

models”(2022 10-K Report). 

The company has a unique position and has a huge potential to develop even more in data and 

multi-cloud solutions, offering competitive advantages to its customers as a Worldwide and 

diversified company.  

DELL is a very customer-oriented company and understands that aligned with knowledge they can 

deliver superior services and products through investing in the customer relationship and offering 

broad solutions from financial services to cloud storage services. 

Business Units 

Since the VMware Spin off, DELL has two segments in sales revenue the Infrastructure Solutions 

Group (ISG) and the Clients Solution Group (CSG). 
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The ISG business unit helps customers with digital transformation, which it helps to build the 

business with the right tools, such as Big-data and Multi-Cloud solutions, giving current or 

traditional ways of storage as well as next generation solutions. In 2022 the revenue was 34.366 

million dollars with a 4% growth in comparison to 2021. 

The CSG business unit embraces the typical hardware necessary, such as notebooks, Desktops, or 

workstations, and also all the peripherals including software, allowing client to have a product 

manageable beginning to end, from workstations to configurations or warranty services. From 2021 

to 2022 the revenue increased 27% reaching 61,464 million dollars. 

 

Figure 12 - Revenue by Segment (2017-2022) 

Source: Author 

Management 

The CEO and Chairman continues to be Michael DELL, even though from 2004 to 2007 he decided 

to abandon this role. He returned and continues to have a big impact in the company’s decision, he 

is also chairman or in the Administration of other companies of the Group. 

Here are the executive officers that were appointed by the board of directors: 

▪ Michael S. Dell, 57 years, Chief Executive Officer and Chairman; 

▪ Jeffrey W. Clarke, 59 years, Co-Chief Operating Officer and Vice Chairman; 

▪ Allison Dew, 52 years, Chief Marketing Officer; 
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▪ Howard D. Elias, 64 years, Chief Customer Officer and President - Services and Digital; 

▪ Richard J. Rothberg, 58 years, General Counsel; 

▪ Jennifer D. Saavedra, Ph.D., 52 years, Chief Human Resources Officer; 

▪ William F. Scannell, 59 years, President, Global Sales and Customer Operations; 

▪ Thomas W. Sweet, 62 years , Chief Financial Officer; 

▪ Anthony Charles Whitten, 45 years, Co-Chief Operating Officer. 

Shareholders and Stocks 

The company is public traded company, listed in the New York Stock Exchange (NYSE) and part 

of the NASDAQ-100 and S&P500, and most of shares are owned by the Institutions as the graphic 

below demonstrates:  

  

 

 

 

 

Figure 13 - Share Ownership  

Source: Yahoo Finance 

According to the 3rd Quarter Report of 2023, the company on 30th November 2022 had 716,128,296 

shares of the registrant’s common stock outstanding, containing 242,297,546 of Class C Common 

Stock, 378,480,523 of Class A Common Stock and 95,350,227 outstanding shares of Class B 

Common Stock. 

The difference between each holder of stock is that Class A and B is entitled to ten votes per share 

of while Class C is entitled to only one vote per share. Under Conversion Rights owners of Class 

A and Class B Stocks have the right to convert in a one-on-one basis any share into Class C. There 

were no conversions of shares during the first 3 quarters of the Fiscal Report year 2023.  
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In September 2021, the DELL’s Board of Directors authorized a program of repurchase of stock 

to a maximum of 5 billion of Class C Common Stocks shares with no fixed expiration date and by 

the end of the 3rd Quarter of 2023, the company repurchased approximately 59 million shares with 

a total purchase price around 2,7 billion dollars. 

On 30th December of 2022 it was reported that this were Top Major Holders of Shares: 

Holder Shares % Out Value 

Blackrock Inc.  20 573 498  8,49%  844 027 786  

Dodge & Cox Inc  19 217 959  7,93%  788 416 797  

Vanguard Group, Inc. (The)  16 254 346  6,71%  666 834 569  

Temasek Holdings (Private) Limited   8 848 147  3,65%  362 995 244  

State Street Corporation   6 407 020  2,64%  262 848 005  

Lsv Asset Management   6 054 175  2,50%  248 372 538  

Citadel Advisors Llc   4 522 089  1,87%  185 518 708  

Point72 Asset Management, L.P.   4 508 189  1,86%  184 948 460  

AllianceBernstein, L.P.   4 455 651  1,84%  182 793 089  

Millennium Management Llc   4 235 025  1,75%  173 741 907  

Figure 14 - DELL's Major Holders  

Source: Yahoo Finance 

Dividend Policy 

On February 2022, the company declared to have adopted a dividend policy that intend to pay 

quarterly based dividends at 0,33 dollars per outstanding DELL Common Stock. After 9 months 

of the Fiscal 2023 year the following dividends were paid:  
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Figure 15 - Dividends Paid 2022  

Source: DELL (10-K Report) 

Corporate Social Responsibility (CSR) 

DELL as a large company with 133k employees and with presence in 180 locations all around the 

Globe, it is responsible for a big ecosystem, including the environment and communities is inserted 

in. Because of that, the company has defined 4 main pillars they are focused to address in terms of 

Social Responsibility which are in 2022 10K Report and resumed bellow: 

• Advancing Sustainability – keep on valuing the planet and it’s ecosystems, trying to 

minimize as possible the impact of the company’s footprint of the global supply chain and 

with the highest standards in ethics and sustainability. 

• Cultivating Inclusion – practicing inclusion and diversity in the workforce, especially 

leadership positions and also in the global customer base, believing that could help the 

company to be richer and more innovative. 

• Transforming Lives – by addressing many social and fundamental human rights such as 

education, health and economics with the help of technology to achieve the highest human 

potential. 

• Upholding Ethics and Privacy – establishing strong core values of integrity, ethics and 

privacy as a foundation of the business and culture, to reach a positive social impact.  

Last but not least to plan address the Climate change issue and make all efforts to safe keep our 

communities and planet, especially with greenhouse emissions linked to the manufacturing and 

supply of the products. 

 

 



 

29 
 

Porter’s Five Forces Analysis 

Competition in the Industry – High 

In terms of Hardware there are many competitors that offer similar value proposition as DELL like 

HP or Lenovo, these competitors have a good reputation within the industry, and it is important to 

keep looking for the value-added DELL can provide to its customers.  

In terms of peripherals and software solutions there are many companies that can offer the same 

solutions as the company, especially smaller companies that can develop innovative features. 

For that reason, DELL continues to invest in acquisition and knowledge of new and innovative 

oriented companies. If we can buy a future competitor and have it as our ally, why not? 

Threat of New Entrants – Low to moderate 

For PC’s, workstations and other products, there is a very low threat of new enters since this is a 

mature marketplace that focus a lot on reputation and brand awareness, so, a new party to enter 

will not have price bargaining power neither the reputation. As mentioned before, for all the 

software improvements, as big data, cloud services and such there is a moderate threat to new 

entrants because of smaller companies and start-ups that can focus mainly in achieving a 

product/service more innovative/practical. In the end reputation also acts, because organizations 

that want to invest in IT, which usually will involve great amounts of cash, in order to be safe they 

tend to invest with bigger IT companies believing they will be more secure than new companies. 

Bargaining Power of Buyers – Low 

A lot of the products/services that the company has to offer are extremely good solutions and tend 

to help its customer to achieve the best results allied with innovation and design. This makes DELL 

a reliable company, although there is competition, the power of bargaining is low. The company 

also has been focusing a lot more in customer service, making its clients more satisfied with 

solutions provided and addressing all errors or complaints, giving the buyer less power in 

negotiations.  
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Bargaining Power of Suppliers – Low to Moderate 

During Covid-19 there were visible problems with suppliers and logistics, which made companies 

realize how dependent they actually were from their suppliers. 

For hardware products, DELL has a policy of low stocks which makes them very dependent of the 

suppliers for production to happen and to get it shipped to the customers, but at the same time there 

are many suppliers available. 

Looking to software and other IT solutions, the company has a huge R&D development and invests 

in the company resources which provides a very low dependance with suppliers because suppliers 

are mostly indoor. 

Threat of Substitute Products – Moderate to High  

The IT industry is a fast-growing industry where only the companies that can innovate in a good 

pace to meet customer’s needs have the ability to keep a steady revenue stream.  

This area has become very popular and with more companies rising, more people invest time in 

this type of services/products, so at any given point a new revolutionary product can appear i.e., a 

new type of concept of workstations that eliminates completely what is used nowadays. That can 

happen in every product and tech is perceived as the “future” and allied with a strong competition 

can be a recipe for disaster.  

DELL has to strongly keep an eye in progression and in innovation of substitute products/services, 

since IT companies seem to keep growing or arising. 

Other Risk Factors 

There are other risks that DELL has to be aware of, such as, Climate Change, where the company 

has a plan to reach net zero commissions by 2050 and feels responsible with direct and indirect 

greenhouse emissions and footprint. 

In terms of human Capital Management, they are focused on the values of the company, making 

the employee feel valued, engaged and inspired to do his best work as well as inclusivity and 
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diversity, which is a big topic right now. 

Lastly, there is a big concern in social impacts like sustainability in the business ecosystem, 

addressing societal challenges as health, education or economics and still continuing to do it with 

the right Ethics and Privacy. 

Historical Financial Information 

In order to have a better sense of what can happen in the future it is important to look to the 

performance of the company over the last few years as well as to which company measures are 

being implemented. For this reason, it was taken into consideration the 10-K Reports of the last 5 

years, taking in special attention to the Report of 2022. 

As previously mentioned, the report date is the last day of January of each year so when referring 

i.e., to the report 2022, the output is mainly about the 2021. 

According to Figure 8, we can see that DELL has been thriving in the last years since the EBITDA 

has grown consecutively and they have been able to lower the Depreciation and Amortization 

(D&A), achieving a higher Operating Income through time: 

 

Figure 16 - Historical DELL's EBITDA and D&A (2018-2022) 

Source: Author 
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In the last report (2022) it is mentioned that in November 2021, the company completed the spin-

off of VMware, Inc. (Vmware), which for many years has been one of the reported segments of 

revenue, and in the 2022 report is named as part of discontinued operations.  

Related to the sale of Boomi Inc. and related assets, the company received around 4 billion U.S. 

Dollars in cash in October of 2021. 

For these reasons, DELL was able to pay-off part of the contracted debt, “With the proceeds from 

the VMware Spin-off and cash on hand, we were able to make steady progress in paying down our 

outstanding debt throughout Fiscal 2022” (DELL’s 10- K Report 2022) as it can be seen in the 

Figure below, where the company as reduced its debt to almost half in the last 5 years reported: 

 

 

 

 

 

Figure 17 - Book Value Debt (2018-2022)  

Source: Author 

As a result of this debt reduction over the years it enabled the company to achieve an investment 

grade rating of BBB from three major credit rating agencies. 

Due to the COVID-19 the company continued to experience direct impact mostly in supply chain 

constraints, more over “The supply chain impacts led to an increase in orders pending fulfillment 

and extended lead times for our customers” (DELL’s 10- K Report 2022). 

In the Appendixes it is possible to see the evolution in other financial aspects, such as Balance 

sheet or Income Statement. 
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Chosen Valuation Method 

Considering all that is detailed in the Literature Review and after doing the Industry and DELL’s 

Business Overview the method chosen for this Equity Valuation is the Discounted Cash Flow due 

to many factors: 

• This method is a commonly used in Equity valuations of larger and established companies; 

• DELL is a matured company in the IT Industry and has a significant portion in revenues 

across the globe; 

• In the latest years the company has had positive cashflows, enabling the projection of the 

future cash flows (FCFF); 

• The company historically has slight differences in Debt-to-Equity ratio values, but it is 

expected for the next few years to maintain the same market values so we shall use the same 

discount rate, the WACC, and the DCF model can be used properly. 

• There are no comparable peers in both segments where the company operates, making it 

difficult to use The Multiples Method; 

• Finally, The Dividend Discount model is not an excellent choice because the only value 

considered is mainly the dividend which is quite stable for DELL, while operational values 

and investments tend to vary along time. 

6. DELL’s Valuation - DCF Valuation  

Since the valuation of company must be made for a future date of share price, this valuation aims 

to obtain the Present Value of the FCFF on January 2024, since the report regarding the Fiscal Year 

of 2023 has not been released yet, there were forecasted 6 Fiscal years (2023 to 2028) where 2023 

and 2024 values are not included in the PV of the valuation but ought to be done in order to achieve 

the following years financial statements. 

6.1. Main Assumptions 

After doing the analysis of the company as whole and all the conditions it is embedded in, such as 

macroeconomics, industry, and main strategies for the future of DELL, it is important to start the 

projections for the years to follow. 
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In order to perform the best valuation through the DCF model, we need to look to the historical 

consolidated financial statement reports, which were previously and briefly exposed in the chapter 

Historical Financial Information and in the Appendixes are presented along with the Forecasted 

Financial Statements in order to see it in a more integral perspective. 

Afterwards we need to start making the rules/ideas for the future years that will be included in the 

DCF model. These main assumptions are the rules of the important items for the valuation that will 

be described in the next chapter, all the other items can be seen through the Appendixes.  

6.1.1 Revenues  

Revenues of a company are highly influenced by the inflation of the geographical sites the company 

has sales in, and for that reason all the computations made are done according to the percentage of 

revenues per area. Since the % of revenues per area as change over the last 5 years (2018 to 2022), 

as illustrated in the Figure 9, for the forecasted periods it was assumed an historical average of the 

47,64% for United States and 52,36% of Foreign Countries, as in all the other countries beside 

U.S..  

 

Figure 18 – Historical and Forecasted Geographical % Revenues 

Source: Author 

The inflation forecasts retrieved from the International Monetary Fund (IMF) and used in the 

calculations was only United States since the values are in US dollars and variations in other 

currencies are already accounted for.  
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The year used was the year of the report minus one, since the report of January 2023 reflects mainly 

the Inflation that occurred in 2022:  

 

Figure 19 - Inflation by Area (2017-2027)  

Source: IMF 

The revenue assumption for the Segment ISG was based on the last 4-year average percentage of 

Growth year-on-year (YoY) and to industry predictions of data center/software per type of Product 

in order to be closer to industry predictions. For the Segment CSG it was also a 4-year average 

percentage of Growth but from 2018-2021 per type of Client and also the industry outlook for 

hardware which is especially low in PC’s shipments in 2022 but with inflation the growth will 

result in 0%. The following years were assumed values closer to the industry predictions, all the 

years not accounted for the assumption are defined as outliers. 

 

Figure 20 - Historical YoY Growth by Segment  

Source: Author 
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For other businesses that Dell owns a 5-year average was made for the forecasted periods, Vmware 

was not accounted since the spin-off already occurred and all other small impacts were based on 

the nominal value of 2022.  

By aggregating all the revenues mentioned, the total revenue has been computed, and it was divided 

by the 5-year historical average percentage of Products and Services, all these assumptions are 

described in the Appendixes.  

6.1.2 Main Costs  

For the cost of net revenues, the forecasted assumption was by the average historical percentage of 

net revenue of Products and Services, having into considerations to not include outliers, mainly 

because of the recent growth and competition in Information Technology services.  

 

Figure 21 - Historical and Forecast Revenue & Costs 

Source: Author 

Looking to Selling, general and administrative (SG&A) and R&D Costs, it was used the last three-

year average since, 2018 and 2019 are considered as deviations for the forecasted values: 
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Figure 22 - SG&A and R&D Costs 

Source: Author 

 

 

 

6.1.3 CAPEX, D&A and Assets 

Regarding the CAPEX, in DELL’s 10-k Report it is mentioned that in the Fiscal year of 2023 it 

will be between 2,8 and 3,0 billion dollars, the value assumed was 2,9, for the following years the 

forecasted assumption was the historical 5-year average percentage of the net revenue, as illustrated 

in the figure bellow.  

  

Figure 23 - Capex Historical & Forecast 

Source: Author 
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Figure 24 - Forecast Capex by Assets  

Source: Author 

In terms of Depreciation, it was taken into account the values described in the report of 2022 to 

calculate the average percentage Depreciation rate of the last 3 years and applied on the forecasted 

periods, except the Capitalized Software development costs that were determined to have a 3-year 

useful life (Page 93 of 2022 Report). For the Amortization, the values were mentioned in page 125 

of the report, except for the year 2028 that was applied the average % of the previous year 

(Appendix 8). 

Most of the Tangible and Intangible Assets were calculated considering the last year net value 

minus the D&A of the period, besides the Other Assets in non-current Assets and Indefinite-lived 

intangible assets which were accounted in the forecast as the nominal value of 2022 (Appendix 9).  

6.1.4 Debt 

As mentioned in the Historical Financial Information DELL is determined to continue to lower its 

Debt as it has been able to do it in the previous years, but it is important to be noted that since the 

Working Capital has been negative in the last years the debt should not go to 0 in order to have a 

financial cushion. 

There are two main types of debt that are being incurred, the DELL’s Financial Services (DFS) 

Debt which has been used to fund expansion of the DFS business, and Senior and other Notes 

Issued at a certain Coupon rate with usually more than 10 years maturity. 
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Given the circumstances, the assumption made in debt were the historical average values of the 

last 2 years of issued and incurred debt for the types of debt mentioned, for the other types of loans 

such as loans from discontinued operations they were not considered in the calculations. 

In terms of short-term Debt, it is according to the following year that appears in the Table of 

Aggregate Future Maturities of Debt in Page 118 of DELL’s 10-K Report (2022), apart from the 

last 2 years that is an average of the historical 5-year short term debt (Appendix 10). 

Related to interest forecast, the values assumed will be the Cash obligations of interest stated in 

last year report plus the Debt issued multiplied by the Cost of Debt calculated during the WACC 

computations (Appendix 10). 

6.1.5 Net Working Capital (NWC) 

The NWC is composed by the Current Assets less Current Liabilities without Debt and Cash & 

Equivalents, it is known as the enterprise short-term liquidity. 

Historically, the NWC values of DELL are negative which means they have higher short-term 

obligations than assets, this situation can be a concern to DELL to fulfill obligations and being 

forced to rely on borrowing or issuance of stock. Even though DELL has lowered the negative 

NWC it is still Negative and can still be a hurdle for operations.  

The forecast assumptions for 2023 onwards of NWC are demonstrated in the next Figure: 
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Figure 25 - Net Working Capital 2018-2028  

Source: Author 

6.2. DCF Calculations 

Since the assumptions were made, now it is possible to see how the financial information for the 

years to come are. It is important to mention that all the values of Vmware and other discontinued 

operations were effectively taken from all the following years of the assumption, whether from 

revenues, from assets or other items because in the 2022 Report they were already reported as 

discontinued operations. 

With this information and the calculations of each important part done, the Discount Cash Flow 

Model will now be explained. 

6.2.1 FCFF Projection 

The first Step for this model is to calculate the Free Cash Flow to the Firm, which calculated by 

the formula described in the literature review: 

𝐹𝐶𝐹𝐹 = 𝐸𝐵𝐼𝑇 − 𝑇𝑎𝑥𝑒𝑠 + 𝐷&𝐴 −  ∆𝑁𝑊𝐶 − 𝐶𝐴𝑃𝐸𝑋 

Since the last few years, except 2021 and 2022, the company has had negative earnings before 

taxes (negative EBT) the tax rate could not be an historical average of the last 5 years, the 

assumption made for the Tax rate was the % of the 2022 EBT which was 16,6%. 
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With the expected tax rate and the other components of the FCCF that were explained in the last 

chapter, we reach the value of the expected cash flows for the next 6 years. 

As said previously, it is important to note that the FCFF of the 2023 and 2024 will not enter the 

calculations of the enterprise value since the valuation date is set to be in January 2024 and these 

values considered as historical in the valuation. 

6.2.2 WACC Calculation 

The discount rate, the WACC, applied in the DCF model is a fundamental part of this method, and 

only its proper value can lead to the correct valuation.  

6.2.2.1 Risk-Free Rate  

The most commonly used approach to get to Risk-Free rate is government bonds. Since half of 

DELL’s Revenue is from the United States, the risk-free rate taken in consideration was the 10-

year U.S. Treasury yield, that was retracted from Bloomberg on the 24th of February landing on 

3,94%. 

6.2.2.2 Beta Calculation  

The Beta of the company is the risk relation of the company with the market, how does the company 

react when the market changes. That is, if it is close to 1, every time the market rises or declines 

the company goes in the same rate if it is lower than 1 till 0 the company does not go in the same 

direction as the market and opposite for number above 1. 

For this case DELL stock can be comparable to the United States Index, more specifically the S&P 

500 that the company is part of. 

To calculate the Beta it was conducted a Regression analysis from the adjusted close price of 

DELL’s shares of the last 5 year and the same period for the S&P 500 (Appendix 17). The value 

of Beta calculated was 1,09 which indicates that DELL reacts a lot with what happens in the market, 

i.e. if the market price declines 1% it is expected for DELL’s Shares to decline 1,09%.  
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6.2.2.3 Market Risk Premium 

The MRP represents the difference between the expected market return and the risk-free rate as 

represented in the formula below. 

𝑀𝑅𝑃 = (𝑅𝑚 − 𝑅𝑓) 

The correct way to reach this value should be by an average of every country equity risk premium 

according to what percentage they are responsible. Since it is not possible to do this according to 

the percentages of net revenue calculates by area (in Figure 18) and the values that were retracted 

from Damodaran were U.S. and Global values and applied the % of revenues expected for each 

area, the value of the Market Risk Premium calculated is 9,42% (Appendix 18). 

6.2.2.4 Cost of Debt 

In terms of the component Cost of Debt, three possible methods of computations were done in 

order to understand which one would be more suitable for DELL’s valuation.  

The first one was interest rate which divides the interest expenses with the debt the company has, 

the second one was with regarding all the issued notes at a certain coupon rate and YTM, an average 

Cost of debt was calculated. 

Lastly, the 3rd method is the credit Spread method which takes into the account the risk-free rate 

plus Default spread of the country (calculated in the previous step) and plus the default spread of 

the country according to the rating of the company, table given by Damodaran. 

Since the company’s debt majority are issued notes, the 2nd method was the chosen one since it has 

into account the value for the market and not the book values of debt, the computed value of cost 

of Debt was 5,97% (Appendix 19). 

6.2.2.5 D/E Ratio 

For the WACC calculation it is very important to have the appropriate Debt to Equity Ratio, the 

computations of the market value of Debt and Equity were made with date of January 2023. It was 

assumed that the Equity to Market value structure will remain identical, so, the calculated weight 
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of Debt and Equity was used for all the forecasting years, . 

The Market value of Debt calculated was $22.895,53 (in millions) with the formula mentioned in 

the literature review, while the market value of Equity was $29.089,13 (in millions) as you can see 

in the Appendix 20. This leading to a  D/E ratio of 79% that is far from the industry optimal capital 

structures, according to Damodaran in the Computers and Peripherals, which is the Industry DELL 

is inserted in, the D/E optimal ratio is 11,85%. 

The overall WACC calculations can be checked in Appendixes but the final WACC value for the 

following years is 10,16%. 

6.2.3 Growth Rate 

The Growth rate is a variable that can impact deeply the valuation of a company so it is important 

to be careful when conducting the computations. 

According to Macabacus (2023) “The perpetuity growth rate is typically between the historical 

inflation rate of 2-3% and the historical GDP growth rate of 4-5%”, for this reason we conducted 

an analysis in the Inflation rate and GDP growth of 2027 in the figure below: 

 

Figure 26 - Inflation and GDP Growth 2027 

Source: IMF 

Since DELL has businesses across 180 locations globally the growth rate could be between 1,9% 

and 3,3% but since in revenues assumption the Global inflation was already accounted for, not 

knowing which percentages of each country. The growth rate the value used was the United States 

value of Inflation for 2027, 2,0% in order to have a more conservative approach and do not 

overestimate the share at stake. 
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6.2.4 Terminal Value 

The last component of the DCF model is the Terminal Value, for this value it is important to change 

some parameters that were defined before, such as risk-free rate, D/E Ratio or other. 

The terminal value is the value used in terms of perpetuity, so the risk-free rate of the U.S. 30 Years 

Treasury bond instead, the Debt and Equity Weight used was the same as the forecasted years, 

making the assumption that the Debt-to-Equity ratios will be constant in the years to come. The 

EBIT minus Taxes used was of last year’s, the D&A were an average from 2023 to 2028 and the 

variation NWC and CAPEX were assumed also the same as in 2028 (Appendix 21 and 22). 

6.2.5 Enterprise Value & Share Price 

With all the elements of the Discounted Cash Flow done it is possible to get to the enterprise value 

of DELL on the 31st of January 2024 is $ 48.957 million.  

After the enterprise value we have to deduct the Net Debt that is the Debt of the company in this 

date less the Cash & Equivalents of the company forecasted for 2024. The Equity Value will be 

$33.871 million and divided by the outstanding shares on November 30th, the share price will be 

$47,30 which has an upside potential of 16,44% in comparison with the price on 31st January 2023. 

 

Figure 27 - DCF Price Share January 2024  

Source: Author 
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6.2.6 Sensitivity Analysis 

The Terminal value is the element in the DCF that usually accounts the most in the enterprise 

Value, in this valuation accounts for 68% of the value. To put to the test the reliability of this 

valuation, a sensitivity analysis was conducted for the variables of WACC and Growth rate, since 

they are the most important drivers for the terminal value. 

For WACC it varies from +/-0,05%., while the terminal growth rate varies +/- 0,5%, the growth 

has a more variation scale because of its conservator approach on the model. 

 

Figure 28 - Sensitivity Analysis of Terminal Value  

Source: Author 

7. Dividend Discount Model 

Since the valuation of a company can be made in many models and in order to have a comparison 

point, it was calculated also the Dividend Discount Model.  

The cost of Equity was calculated in the DCF model and is 14,2%, while the dividend per share is 

0,33 quarterly and in November there were 716.128,86 shares outstanding, as mentioned in the 

report, it is expected to maintain the same dividend policy for the next few years. 

The final value of the enterprise was 8,315 ($ million) and with the outstanding shares it leads to a 

$11,6 per share on the 31st of January 2024 which has a downside potential of 71%. With only this 

model the recommendation would be to sell the shares instead of buy as it was in the DCF model. 
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Figure 29 - EV Dividend Discount Model  

Source: Author 

As previously stated, this model only relies on the cost of equity and on the Dividends distributed 

so it is a poor model to do a valuation of a bigger complex company. 
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8. Conclusion 

Along with The DCF Model the value reached was 47,30 dollars per share for the 31st of January 

2024, revealing good potential for the share to go up particularly because on the 31st of January of 

this year the value was 40,62 dollars. According to my calculations, I can give a buy 

recommendation of the shares of the company. The Dividend Discount Model was also applied but 

it was far off the previous analysis made. 

After all the computations done and especially the sensitivity analysis, it is possible to see how 

complex and sensitive a valuation model is and how any number, component or assumption in a 

valuation model can influence the final value of company in analysis.  

It is important keep in mind that the chosen method of valuation takes a huge importance in the 

valuation outcome, especially for all the parties interested, since these valuations are usually made 

in order to help the company or other elements involved to make financial decisions in the future. 

Every method can be biased or influenced according to the analyst performing the evaluation but 

if the components are reviewed and discussed in more than one method and with precise 

justifications, these valuations will be meaningful to the board and other stakeholders of the 

company.  

To conclude, it is possible that some of the components are influenced or not completely accurate 

but given the information, I believe DELL is a company with value and that is a good investment 

for the future. 
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10. Appendix: 

Appendix 1. Balance Sheet 

 

Appendix 2. Income Statement 
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Appendix 3. Statement of Cash Flows  

 

Appendix 4. Net Working Capital  

 

Appendix 5. Balance Sheet Assumptions 
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Appendix 6. Income Statement Assumptions 

 

Appendix 7. CAPEX Assumptions 

 

Appendix 8. D&A Assumptions 

 

Appendix 9. Assets Assumptions 

 

Appendix 10. Debt & Interest Assumptions 

 

Appendix 11. Inflation Assumptions 
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Appendix 12. Geographical Revenue Assumptions 
 

 

Appendix 13. Revenue Segment Assumptions 

 

Appendix 14. Consolidated Revenue Assumption 

 

 

Appendix 15. Net Revenue & Cost of Revenue Assumptions 

  

Appendix 16. Risk-free Rate  

 

Appendix 17. Beta Regression  
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Appendix 18. MRP & CRP 

 

Appendix 19. Cost of Debt  
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Appendix 20. Market Value of Debt and Equity 

 

Appendix 21. WACC Calculations 
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Appendix 22. PV FCFF Calculations 

  

Appendix 23 DCF Calculations 

 

Appendix 24. DDM Calculations 

 

 


