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said: <The real challenge people face is predicting the future. They often assume this difficulty 

arises from not knowing how to value assets=

to be discussed in Ambev’s specifics. Chapter 3 describes Ambev overview as a company, 

discuss differences used in this model and another Ambev’s equity 



valuation models, the first estimate the firm’s value based on assumptions and calculations on 



To breakdown in simple terms, the model will apply a tax rate to the firm’s true operating profit, 

–



mismatches, make it easier to compare with peer companies and clearly include Brazil’s FX 

firm’s

–

–



–

to the firm’s beta, as per formula below:

β −

–



country’s

investments to compensate for these countries’ ri

–

will be discussed in Ambev’s specifies in 

β −



Ambev’s



how many dollars you pay for $1 of the firm’s assets value on its books

�� ��ąÿĀ = �ăÿ�ÿ āÿă Ą/�ăÿ��ăÿÿÿāĄ āÿă Ą/�ăÿ              �/� ��ąÿĀ = �ăÿ�ÿ āÿă Ą/�ăÿ�ĀĀý ��þĆÿ ĀĀ �ĂĆÿą� āÿă Ą/�ăÿ



underestimation of the firm’s cost of capital. Although the challenges related to 



named as <America’s Beverage Company=, which 

until that time: <Brahma= (founded in 1885) and <Antarctica= (founded in 1888). In 1998, the 

company then decided to operate under the name <Ambev=. This origin is 

By far the region that leads Ambev’s sales is Brazil, however since 1994 Ambev started 



As an overview of the firm’s financials, Ambev’s presents strong operational financial 



, the figure 2 below helps to understand how the firm’s revenue is distributed between 



the smallest revenue per hectoliter, meaning that Ambev’s is able to sell more products in 



–

s we can see, more recently Ambev’s gross profit margin decreased throughout the years of 

Ambev’s 



are out of the firm’s control.

expenses, people have less incentive to buy goods within Ambev’

concerning economic crisis, hyperinflation and political crisis. Therefore, the firm’s revenues 



as it is one of the opportunities for Ambev to create growth, as Ambev’s business usually 

sector with its new brand <Colorado= which has been making a lot of success and was well 

but haven’t really shown any diversification in its final products



–

investors’

hen comparing the firm’s share return to the market benchmark return for the same period, 

–



impacting several markets, investors’ confidence







When it comes to <Other Operating Expense=, Ambev details in its financials that the biggest 



Historically, Ambev was able to reduce its tax expenses because of tax benefits on shareholders’ 

effective tax rate way below the 34% corresponding to Brazil’s corporate tax, 

–



on setting a <maintenance CapEx= as a floor 

ation. Then another value of <growth capex= calculated which 

much more is invested in new projects besides the minimum <floor=, the average of the last 6 





peer’s

Using the lambda methodology is simply not practical and feasible in Ambev’s structure 

that it is not feasible to use this method in Ambev’s valuation, 

Brazil and Canada CRP values were taken from Damodaran’s country default spreads and risk 

(LAS) were adjusted to contain only the countries where Ambev’s has operations within this 

n the composition of South America’s GDP than Paraguay as Argentina’s GDP 



After that, to compute the CRP to use for Ambev’s valuation, it was weighted again the 

available for Brazil’s portion of revenue is by the company’s investor 

ed from Damodaran’s 

The value of Brazil’s default spread based in the Moody’s rating Ba1 is equal to 2.48%, 



β



the calculation of Ambev’s cost of equity

–

–



today’s share 

the dollar’s currency strength and stability. Therefore, by selec

Ambev’s operations are largely concentrated in Brazil, mean

growth in Brazil’s economy as a c

ccording to the IMF Brazil’s real GDP 

aligning Ambev’s perpetual 



Based on these assumptions, Ambev’s enterprise value 

PV Factor = 1/((1+WACC)ˆt)





EV (€ m) (€ m) Price (€)





of data availability and other analysts’ public opinion. Also, it relies on peers without 



The computation of Ambev’s cost of capital consist

variable to compensate for the exposure of the firm’s exposure to emerging markets, however 





–

–

–
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