Relative Valuation Example: MCD

	 
	P/E
	P/B
	PEG

	Industry average
	15.9
	7.5
	1.3


	 
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)=(5)/(6)
	(8)=(4)/(7)

	 Competitors
	P/E
	P/B
	PEG
	current stock price
	EBITDA (in million)
	# shares (million)
	CF per share
	P/CF

	YUM
	13.36
	11.13
	1.37
	27.46
	1920
	462
	4.16
	6.61

	BKC
	11.6
	3.35
	0.84
	20.3
	445
	135
	3.30
	6.16

	DRI
	7.02
	2.06
	0.68
	19.9
	851.7
	138.7
	6.14
	3.24

	JBX
	7.84
	2.39
	0.8
	17.38
	265.5
	56.7
	4.68
	3.71

	CKR
	8.18
	2.31
	0.63
	7.6
	151.3
	52.6
	2.88
	2.64

	Average=
	9.6
	4.248
	0.864
	
	
	
	
	4.47


YUM
equity = 1139 (million)


Book value per share (bvps) = equity / # shares = 1139/462 = 2.465


P/B = stock price / bvps = 27.46/2.465 = 11.13
MCD:
	EPS=
	3.84
	
	

	5-yr growth rate =
	10.6
	
	

	bvps = 
	13.001
	
	

	P/CF = 
	6.64
	=
	7.44/1.12


MCD value relative to the Restaurants industry:

	Multiple
	Value
	Stock price
	Un- or over-valued

	P/E
	61.06
	53.58
	undervalued

	P/B
	97.51
	53.58
	undervalued

	PEG
	52.92
	53.58
	undervalued


MCD value relative to the Restaurants industry:

	Multiple
	 Value
	Stock Price 
	Under- or over-valued 

	P/E
	36.86
	53.58
	overvalued

	P/B
	55.23
	53.58
	undervalued

	PEG
	35.17
	53.58
	overvalued

	P/CF
	29.69
	53.58
	overvalued


