	Date of completion
	27 September
	Group number
	MIF Full time

	Instructor
	Dr. J. Ligterink
	Academic year
	2007/2008

	Course name
	Finance&FM
	Semester, block
	First


Data Case

Parkhomenko Alex

Nagornov Alex

Profile of Ford Motor Company
	 
	Multiples

	
	2003
	2004
	2005
	2006

	P/E
	0.59
	0.10
	0.10
	-0.01

	P/BE
	1.20
	0.79
	0.53
	-2.11

	EV/EBITDA
	1.44
	1.10
	0.75
	1.82

	Industry P/E
	
	
	
	16.29

	Industry P/BVE
	
	
	
	4.46


	 
	2006
	2005
	2004
	2003

	Current ratio
	1.73
	1.76
	2.05
	4.32

	Book Debt-Market Equity ratio
	12%
	10%
	6%
	6%

	Interest Coverage
	-0.71
	1.13
	1.49
	1.18

	Industry Interest Coverage
	5.98
	
	
	

	
	
	
	
	


	 
	2006
	2005
	2004
	2003

	Profitability ratio
	-4.95%
	4.15%
	7.28%
	4.87%

	Net profit Margin
	-7.88%
	0.81%
	1.76%
	0.00%

	ROE
	-
	5.20%
	8.99%
	0.02%

	Industry ROE
	11.21%
	
	
	

	Industry Net profit Margin
	2.03%
	
	
	


Profile of Microsoft Corp.
	 
	Multiples

	
	2003
	2004
	2005
	2006

	P/E
	37.68
	22.65
	19.93
	20.08

	P/BVE
	4.14
	5.70
	6.04
	9.08

	EV/EBITDA
	28.88
	17.69
	14.07
	13.84

	Industry P/E
	
	
	
	28.14

	Industry P/BVE
	
	
	
	6.91


	 
	2006
	2005
	2004
	2003

	Current ratio
	1.69
	2.18
	2.89
	4.71

	Book Debt-Equity ratio
	0%
	0%
	0%
	0%

	Interest Coverage
	∞
	∞
	∞
	∞

	Industry Interest Coverage
	5.95
	
	
	


	 
	2006
	2005
	2004
	2003

	Profitability ratio
	36.23%
	37.20%
	36.60%
	24.53%

	Net profit Margin
	27.51%
	28.45%
	30.80%
	22.17%

	ROE
	45.23%
	31.42%
	25.47%
	10.92%

	Industry ROE
	25.15%
	
	
	

	Industry Net profit Margin
	18.95%
	
	
	


4. Industry comparison. 

Ford is underperforming in comparison with it’s industry on most respects. It has negative book value of equity, very low valuation multiples, lots of debts, poor interest coverage, etc. Company’s brand is it’s main strength that gives it opportunity not to go bankrupt with such poor financials.

Microsoft looks very strong within it’s industry. Good growing ROE, higher than industry average profitability, no debt, a lot of cash, good current ratio. Very strong company. It is surprising that it has P/E lower than on average in industry. However, we should take that Microsoft has no leverage, but average industry leverage is 14%. As for strengths and weaknesses ( Microsoft is strongly outperforming industry, we cannot see any weaknesses in this numbers. Another issue – industry definition, Microsoft is a almost monopolist on operating systems.

5. Multiples
Ford is a “looser”, whose shares can hardly be considered either “value” or “growth, because company is in a distress situation. 

Microsoft is a growth firm that is at the end of it’s growth ( becoming a “value company”. It has shown a very good growth in profitability, ROE, share prices, but the potential of the future growth is limited by the ability to improve it’s very high profitability and the growing competition in the market.
6. Ford vs Microsoft

Ford does not hold any critique in comparison with Microsoft ( awful ROE, low profitability, lots of debt, negative book value of equity. It explains a difference between multiples.

7. Enterprise value
Ford EV is declining for the last 4 years as company financial are getting worse and worse. On the other side Microsoft EV is moving in accordance with it’s improved profitability and growth. Microsoft EV is growing. 
