
VALUATION
MEASURING AND 
MANAGING THE 
VALUE OF 
COMPANIES, 
SECOND EDITION

Tom Copeland 
Tim Koller 
lack Murrin
McKinsey & Company, Inc.

JOHN WILEY & SONS, INC.
New York • Chichester • Brisbane • Toronto • Singapore



®ö5, /5

БИБЛИОТЕКА■УНСС

йнв. №

200001 34479

This text is printed on acid-free paper.

Copyright® 1995,1996 by McKinsey & Company, Inc.
Published by John Wiley & Sons, Inc.
All rights reserved.
Published simultaneously in Canada.

Reproduction or translation of any part of this work beyond that permitted 
by Section 107 or 108 of the 1976 United States Copyright Act without the 
permission of the copyright owner is unlawful. Requests for permission or 
further information should be addressed to the Permissions Department, 
John Wiley & Sons, Inc.

This publication is designed to provide accurate and authoritative informa­
tion in regard to the subject matter covered. It is sold with the understand­
ing that the publisher is not engaged in rendering legal, accounting, or 
other professional services. If legal advice or other expert assistance is 
required, the services of a competent professional person should be sought.

Library of Congress Cataloging-in-Publication Data:

Copeland, Thomas E., 1946-
Valuation : measuring and managing the value of companies /  Tom 

Copeland, Tim Koller, Jack Murrin. — 2nd ed.
p. cm. — (Wiley Frontiers in Finance Series)

ISSN 0733-8945)
Includes bibliographical references and index.
ISBN 0-471-08627-4 (paperback)
ISBN 0-471-00993-8 (cloth—acid free paper)
ISBN 0-471-00994-6 (cloth with disk—acid free paper)
ISBN 0-471-01313-7 (disk alone)
1. Corporations—Valuation— Handbooks, manuals, etc. I. Koller,

Tim. II. Murrin, Jack. III. Title. IV. Series.
HG4028.V3C67 1994
658.15— dc20 94-8304

Printed in the United States of America

10 9 8 7



Contents

Part I Company Value and the Manager's Mission 1

1 Why Value Value? 3
2 The Value Manager 31
3 Cash Is King 71
4 Value-Based Management 96

Part II Cash Flow Valuation: A Practitioner's Guide 133

5 Frameworks for Valuation 135
6 Analyzing Historical Performance 159
7 Forecasting Performance 208
8 Estimating the Cost of Capital 247
9 Estimating Continuing Value 285

10 Calculating and Interpreting Results 313

Part III Applying Valuation 325

11 Multibusiness Valuation 327
12 Valuing Foreign Subsidiaries 359



xviii CONTENTS

13 Valuation Outside of the United States 390
14 Mergers, Acquisitions, and Joint Ventures 425
15 Using Option Pricing Methods to Value Flexibility 464
16 Valuing Banks 496

Appendix A Proof of the Equivalence of Two Formulas
for Estimating Continuing Value 535 

Appendix B Sources of Valuation Data 538

Index 545


