
(https://www.ssrn.com/)
(https://papers.ssrn.com/sol3/ShoppingCart

Product
&
Services

Subscribe
Submit
a
paper

Browse Rankings Blog ↗ Contact




 Add Paper to My Library

Download This Paper (Delivery.cfm/SSRN_ID946090_code517200.pdf?abstractid=946090&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID946090_code517200.pdf?abstractid=946090&mirid=1&type=2)



Share:       

A More Realistic Valuation: APV and WACC with Constant Book Leverage
Ratio
IESE Business School Working Paper No. 715

15 Pages
Posted: 21 Nov 2006
Last revised: 13 Jun 2012

Pablo Fernandez (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=12696)
IESE Business School

Date Written: November 1, 2007

Abstract
We value a company that targets its capital structure in book - value terms. This capital structure definition provides us with a valuation that lies between those of Modigliani -
Miller (fixed debt) and Miles - Ezzell (fixed market - value leverage ratio).

We show that if a company targets its leverage in market - value terms, it has less value than if it targets the leverage in book - value terms. We also present empirical evidence
that permits us to conclude that debt is more related to the book - value of the assets than to their market - value.
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