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Assignment 6 EVA & CAPM  

 

In the two graphs below the share price of Nike and SAP are plotted; and compared 

to a market indicator the DOW Jones index. 

1 Explain what is meant with a Beta of 0.77 for Nike.  

 

2 Explain what is meant with a Beta of 1.24 for SAP.  
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To calculate the required return on equity (RE) the Capital Asset Pricing Model 

(CAPM) can be used. 

 

3 Explain why the required return on equity for SAP (RE-SAP) should be higher 

than the required on return equity for NIKE (RE-NIKE).  

 

4 The CAPM is based on a so-called strong assumption: “Capital markets are 

efficient”. Do you agree about the empirical validity of this assumption? 

Explain your line of reasoning.  

  

 

From the table above we can observe that IBM has a ROE of 90.89, and Microsoft 

has a ROE of 26.17. 

 

5 Provide two reasons from the table above to explain this large difference in 

ROE. Explain your line of reasoning.  

 

6 Explain why the inverse value of the P/E ratio of SAP (25.25) is an indicator 

for the required return on equity for SAP (RE-SAP).  

 

7 Calculate the risk-premium for IBM, if we assume that the RE for IBM is 9.28% 

and the risk-free interest rate (RRF) is 2.64%. Show your calculations.  

 

8 The debt to equity ratio for Intel is 24.54. Calculate the equity ratio (ε) and the 

debt ratio (λ). Show your calculations.   
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Schweinfurt AG has 2.0 million shares of equity outstanding.  

The equity currently sells for € 25 per share.  

The firm’s debt is publicly traded and was recently quoted at 92% of face value.  

It has a total face value of €10 million, and it is currently priced to yield 12%.  

The risk-free interest rate is 3%, and the market risk premium is 8 per cent.  

The estimated Beta is 1.19.  

Corporate tax rate is 25% 

. 

 

9 Calculate the WACC for Schweinfurt AG. Show your calculations.  

10 Retrieve the relevant missing data from the annual reports (2019) from 
Philips, Unilever and Heineken to calculate: λ, ε, RE, WACC and EVATM 

 

  Philips Heineken Unilever 

Equity    

Debt    

Assets    

NOPAT    

Tax rate 0,35 0,35 0,35 

Β = Beta 1,62 1,16 0,78 

Rm 11% 11% 11% 

Rd 6% 6% 6% 

Rrf 3% 3% 3% 

        

ε = 
eguity 
ratio    

λ = debt 
ratio    

Re    

WACC    

EVA    

 


