
Equity Valuation

Final Group Report

Members:

Yukki Qiu, Jasmyn Zhang, Justina Jin

Jingjing Wang, Jiayi Wu, Kasi Xu, Yi Shen

Company Current Price DCF Value Pricing Recommendation

Hermès (RMS:PA) €1993.80 €1114.27 €1104.05 HOLD

MGM Resort (NYSE:MGM) $43.14 $55.15 $35.24 BUY

Dollar Tree (NASDAQ:DLTR) $155.47 $140.47 $141.04 SELL

Coca-Cola (NYSE:KO) $64.02 $50.55 $50.06 HOLD

Walmart (NYSE:WMT) $151.77 $155.25 $270.66 BUY

PinDuoDuo (NASDAQ:PDD) $63.06 $67.00 $19.02 BUY

NIO (NYSE:NIO) $8.15 $7.29 $19.66 BUY
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Hermès International S.A. (RMS:PA)
Price as of May 5, 2023 Close: €1993.80

Company Overview: Founded in 1837, Hermès International S.A. is a European manufacturer and retailer of

luxury products, including leather goods, ready-to-wear garments for men and women, jewelry, furniture, and

cosmetics and fragrances. The company manufactures all of its products through a completely vertically

integrated supply chain, and sells its products through a network of specialized stores worldwide.

Intrinsic Valuation
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Based on the DCF Valuation, Hermès’s intrinsic value per share is €1114.27.

Relative Valuation

For the relative valuation portion, we screened firms with the following criteria:

● Same industry as Hermès (Apparel, Accessories & Luxury Goods);

● Positive EBIT margins (firms with similarly established businesses generating positive operating income);

● Interest coverage ratio greater than or equal to 8.5 (AAA synthetic rating).

We ended up with 48 comparable firms across Europe, Asia and North America. We chose the Operating

Margin, Expected 1-Year Revenue Growth, and Effective Tax Rate as the independent variables and EV/Sales as

the dependent variable for our regression analysis, since an EV/Sales-based model yielded the highest R2.

Pricing relative to its

sector: €1104.05 / share

EV/Sales = 0 + 21.81 OPM + 3.88 g - 2.13 Tax Rate R2 = 76.66%

(7.38) (1.84) (-1.25)

= 21.81 * (0.4249) + 3.88 * (0.23) - 2.13 * (0.282)

= 9.56

Pricing relative to the

market*: €758.01 / share

EV/Sales = 2.32 + 2.60 g + 10.60 OPM -1.40 DFR- 3.50 Tax Rate R2 = 30.6%

(10.66) (5.49) (21.61) (4.27) (5.42)

= 2.32 + 2.60(0.23) + 10.60(0.4249) - 1.40(0.0168) - 3.50(0.282)

= 6.41

*Market pricing done using US market regressions, since Hermès has ADR shares
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Recommendation: HOLD

The results of our DCF valuation, our sector-based pricing regression, and our market-based pricing regression

suggest that Hermès is both overvalued and overpriced—relative to both its sector and the market.

Price as of May 5, 2023 Intrinsic Value/Share Sector-Based Price/Share Market-Based Price/Share

€1993.80 €1114.27 €1104.05 €758.01

These findings would logically implicate a strong recommendation to sell—especially as Hermès is overvalued

and overpriced relative to its sector by close to 100%, and overpriced relative to the market by 260%. Hermès

currently trades at an EV/Sales multiple of around 17.3. Assuming its revenue growth rate in the next year is

similar to our DCF prediction of 23%, that multiple of 17.3 implies an EBIT Margin of nearly 78%. This is not a

figure that “makes sense” by any means, but Hermès has a long and stable track record of being the object of

unbelievable irrationality.

Take its most famous products—the Birkin, Kelly, and Constance bags—for example. In September 2022, a

Himalayan Kelly bag auctioned at Sotheby’s broke the record for bags auctioned in Europe by selling for

€352,800. Similar bags made with the same materials in different models retail at around a mere €56,000. In the

face of people willingly buying Hermès bags for 6 times their retail price (which is already presumably heavily

marked up from the costs of producing said bag), it no longer seems so ridiculous to imagine that Hermès could

earn an EBIT Margin of 85%. Perhaps the crazy overpricing of Hermès shares on the stock market comes from

investors (irrationally) proxying the firm’s pricing power off of the mind-boggling prices its products can fetch in

the auction market.

We do not think the market is likely to correct its error on this particular stock anytime soon. As such, our

recommendation for Hermes is to HOLD.

https://www.sothebys.com/en/articles/the-most-expensive-hermes-bag-sales-at-auction-2022#:~:text=Record%20Breaking%20Herm%C3%A8s%20Mini%20Kelly&text=This%20Herm%C3%A8s%20Mini%20Kelly%20sold,20%20ever%20sold%20at%20auction.
https://www.sothebys.com/en/articles/complete-buying-guide-hermes-himalayan-birkin#:~:text=Herm%C3%A8s%20Himalayan%20Birkin%20Price,price%20is%20currently%20around%20%2461%2C700.
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MGM Resorts International (NYSE:MGM)
Price as of May 5, 2023 Close: $43.14

Company Overview:

MGM Resorts International (NYSE: MGM) is a Delaware corporation incorporated in 1986 that acts mainly as a holding

company and, through subsidiaries, owns and operates integrated best-in-class hotels and casinos, an extensive array of

restaurants, entertainments, and retail offerings across the United States and in Macau. MGM operates its business through

three reportable segments: Las Vegas Strip Resorts, Regional Operations, and MGM China. Besides integrated resorts, MGM

offers sports betting and online gaming in North America and Europe through MGM's 50/50 venture, BetMGM, LLC, and

subsidiary, LeoVegas AB.

The Company's competitive advantages lie in its utmost efforts to locate and operate high-quality, luxurious resorts at

superior sites, offer "must-see" entertainment attractions, provide exceptional customer services, and develop distinctive

loyalty programs. MGM relies on its competitive edges and well-established brand name to continuously generate more

revenue, expand internationally, and maintain above-industry average margins. However, as the company matures, the

growth will slow down and tie back to the GDP growth rate of the US and China.

Intrinsic Valuation
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Based on the DCF Valuation, MGM’s intrinsic value per share is $55.15

Relative Valuation

For the relative valuation portion, we screened firms with the following criteria:

● Same industry as MGM (Casinos and Gaming & Hotels and Resorts - Consumer Discretionary)

● Positive EBITDA (firms with similarly businesses segments generating positive operating income);

● Public US company with comparable Enterprise Value that operates in, but not limited to, Las Vegas

We ended up with 24 comparable firms. We chose the Expected 2-Year Revenue Growth and Effective last FY

Tax Rates as the independent variables and EV/EBITDA as the dependent variable for our regression analysis

since it yielded the highest R2 when regressing relative to the sector; the Casino industry was also severely

impacted by the pandemic, resulting in fewer companies earning positive Net Income in the near term.

Pricing relative to its

sector: $35.2 / share

EV/EBITDA = 5.41 + 9.68*Tax Rate + 68.97*g R2 = 77.98%

(2.52) （1.26） （8.55）

= 5.41 + 9.68*0.77 + 68.97*0.09

= 19.09

Pricing relative to the

market*: Negative - Not

Applicable

(Explanation below)

EV/EBITDA = 23.93 + 25.40 g - 8.20 DFR - 34.40 Tax Rate R2 = 5.3%

(22.07) (6.44) (3.43) (7.73)

= 23.93 + 25.4(0.09) - 8.2(0.67) - 34.4(0.77)

= -5.77

*Market pricing done using US market regressions as most of MGM’s revenues derive from the US

Explanation: pricing relative to the market yields negative EV/EBITDA and negative predicted Price/Share, and is

thus not applicable. MGM was charged an effective tax rate of 77.1% in FY22 due to increased state taxes and

53.3% of foreign income tax (in Macau), resulting in negative EV/EBITDA. We should not normalize it because
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there’s no indication of whether the tax rate will continue to remain high for MGM and that current market price

should reflect the actual tax rate (and therefore, actual after-tax earnings) of a company. What’s more, unlike

other industries, the Casino Resort sector experienced tremendous and unparalleled ups and downs during and

post-pandemic. Many companies including Wynn Resorts and Caesar Entertainment paid 0% or even a negative

tax rate (tax benefits) due to continuous loss during COVID-19. Unlike in normal times and in other parts of the

market, investors prefer stocks with lower tax rates (tax rate normally has a negative coefficient with EV/EBITDA

as indicated in regression to market), higher positive tax rate for resorts indicates that the company is at least

generating positive taxable income, exhibiting stronger profitability than those paying zero tax rate. Thus, when

running regression against the casino resort sector, we found that the tax rate in fact has a positive coefficient

with EV/EBITDA. Therefore, given that the casino & resort industry is still in the mix of turbulence resulting from

the pandemic and the special situation it faces, relative valuation against the sector can better reflect a

company’s value.

Recommendation: BUY

The results of our DCF valuation suggest that MGM is undervalued. However, our sector-based pricing regression

suggests that the company is overpriced relative to the sector. We would like to override the relative valuation

and base our recommendation on the DCF valuation.

Price as of May 5, 2023 Intrinsic Value/Share Sector-Based Price/Share Market-Based Price/Share

$43.14 $55.15 $35.24 N/A

We chose not to base our judgment on relative valuation because we think there are additional factors beyond

tax rate or revenue growth rate that can account for the company's price. However, given the limited number of

comparable firms in the industry (very few companies operating in similar businesses as MGM, with comparable

corporate scope, or experiencing a Macau rebound), we should refrain from introducing more variables that

would make the valuation more uncertain or noisy. Furthermore, given the ongoing turbulence in the entire

casino resort sector, there is a significant level of uncertainty that reflects noisiness in the sector pricing.

Therefore, I recommend investing based on the corporate's specific long-term strategy (as outlined in “story”),

which can be better captured in a discounted cash flow valuation.

DCF suggests that MGM is undervalued and we recommend investors to BUY the stock. The implied upside in

DCF predicted stock price is attributed to several factors, including the anticipated significant rebound in Macau

(when the Las Vegas sector rebounded from the pandemic in 2021, its revenue spiked by 110%, thus we expect

Macau to experience a similar level of robust growth in revenue), positive prospects for MGM securing

additional resort licenses in Japan and New York, potential profitability from expanding into the online sports

betting and iGaming sectors, and stronger advantages of MGM as it just secured another 10 years of land

concessions and gaming rights in Macau (legal protections) and possess huge brand equity. Technical

analysis-wise, we do not see obvious buy signals eg. bullish divergence. Thus, we advise investors to patiently

wait for a pullback in the short term and eventually buy in MGM stock.
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Dollar Tree (NASDAQ:DLTR)
Price as of May 5, 2023 Close: $155.47

Company Overview:

Dollar Tree, headquartered in Chesapeake, Virginia, is a leading operator in the discount retail industry, offering

customers consumables merchandise and seasonal products. By January 2022, the company operated 16,077

discount variety retail stores across 48 states in the US and 5 Canadian provinces. Dollar Tree, Inc operates under

a dual-banner strategy with two separate brands. Dollar Tree provides discounted retail in suburban locations

with 8,061 shops opening across the US and Canada, offering most of its merchandise at the fixed price point of

$1.25, aiming to provide people with good-quality products at compelling prices. Family Dollar, with 8,016 shops

opening across two countries, mostly targeted the lower-than-average income customers in urban and rural

areas, offering fine products ranging from $1 to $10.

The competitive advantage of Dollar Tree is its successful purchasing strategy. The company develops strong

purchasing power that allows negotiations with its suppliers to minimize the margin, even under macroeconomic

pressure such as the imposition of tariffs. The company focused on meeting the target merchandise margin goal

by categories also through flexibility in making sourcing decisions, with no vendor accounting for more than 10%

of the total merchandise to eliminate over-reliance on specific vendors that may generate risk and inefficiencies.

Intrinsic Valuation
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Based on the DCF Valuation, DLTR’s intrinsic value per share is $140.47.

Relative Valuation

For the relative valuation portion, we screened firms with the following criteria:

● Same industry as Dollar Tree (Consumer Staple / Hyer market / Discounted Retail)

● Operating public companies with positive EBITDA

● Companies with similar market capitalization compared to Dollar Tree

Based on these criteria, 10 different companies were being used in generating the regression. We chose EBIT

margin as the independent variable and EV/Sales as the dependent variable for the regression analysis as it

generate the highest R2 value when regressing relative to the sector.

Pricing relative to its

sector: $141.04 / share

EV/Sales = 0.112 + 16.44 * EBIT Margin R2 = 72.40%

(0.7268) (4.58)

= 0.112 + 16.55 * 8%

= 1.436
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Pricing relative to the

market: $246.55 / share

EV/Sales = 2.32 + 2.60 g + 10.60 OPM -1.40 DFR- 3.50 Tax Rate R2 = 30.6%

(10.66) (5.49) (21.61) (4.27) (5.42)

= 2.32 + 2.60(7%) + 10.60(8%) - 1.40(19.07%) - 3.50(23.46%)

= 2.26

Recommendation: SELL

Price as of May 5, 2023 Intrinsic Value/Share Sector-Based Price/Share Market-Based Price/Share

$155.47 $140.47 $141.04 $246.55

Based on both intrinsic valuation and sector-based pricing, the stock appears to be slightly overvalued and

overpriced. However, market-based price/share valuation suggests that it is undervalued. Given that the

company specializes in selling extremely low-priced necessity products to consumers, its vulnerability to market

volatility may be lower than the overall market. As a result, sector-based pricing derived from similar businesses

in the same industry may provide a more accurate prediction of its pricing.

Due to the current overpricing of Dollar Tree, we recommend a SELL for its stock, with the expectations of the

market to gradually corrupt the overvaluation and overpricing with lower stock price trading.
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Coca-Cola (NYSE:KO)
Price as of May 6, 2023 Close: $64.02

Company Overview: The Coca-Cola Company (NYSE: KO) is the world’s largest nonalcoholic beverage company

with products sold in more than 200 countries and territories, it is also the world’s most valuable brand portfolio

with unparalleled distribution capabilities. The company’s purpose is to refresh the world and make a difference.

The Coca-Cola Company’s profile of brands includes Coca-Cola, Sprite, Fanta, and other sparkling soft drinks. The

company constantly transforms its portfolio, from reducing sugar in drinks to bringing innovative new products

to market.

Intrinsic Valuation
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Based on the DCF Valuation, The Coca-Cola Company’s intrinsic value per share is $50.55.

Relative Valuation

For the relative valuation portion, we screened firms with the following criteria:

● Companies that operate in the same industry as Coca-Cola, such as consumer goods or beverages.

● Companies that are similar in size to Coca-Cola in terms of market capitalization or revenues.

● Companies that have similar financial metrics as Coca-Cola, such as profit margins, return on equity, and

debt-to-equity ratios.

We ended up with 16 comparable firms across Asia, Europe, and North America. We chose next year’s Expected

Growth in EPS as the independent variable and P/E ratio as the dependent variable for our regression analysis

since a P/E-based model yielded the highest R2. The P/E ratio can provide insights into market expectations for

Coca-Cola’s future earnings growth and is commonly used to price consumer goods.
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Pricing relative to its

sector: $50.06 / share

P/E = 13.7 + 131.2 gEPS R2 = 63.2%

(3.42) (13.48)

= 13.7 + 131.2*0.069

= 22.75

Pricing relative to the

market*: $65.27/share

P/E = 8.63 + 2.23 Beta + 46.20 gEPS + 19.30 Payout R2 = 25%

(5.13) (1.83) (10.42) (13.71)

= 8.63 + 2.23*1.1 + 46.2*0.069 + 19.3*0.798

= 29.67

Recommendation: HOLD

Price as of May 6, 2023 Intrinsic Value/Share Sector-Based Price/Share Market-Based Price/Share

$64.02 $50.55 $50.06 $65.27

The results of our DCF valuation and Sector-Based pricing regressions suggest that Coca-Cola is overvalued and

overpriced. However, Market-Based pricing regressions suggest that Coca-Cola is slightly underpriced.

Our DCF valuation of Coca-Cola ($50.55) is done under generous assumptions because we believe Coca-Cola is a

very established and competitive company in the beverage industry with strong brand power and name

recognition. Even so, Coca-Cola is not worth the current trading price of $64.02. So we think it's very risky to buy

Coca-Cola stock at this valuation. The market may have too much faith in Coca-Cola because it is a cultural icon

and the business has been booming for decades. A booming business can always be overbought, and we think

that's likely what's happening with KO stock.

Our recommendation is to HOLD Coca-Cola stock for now, as many investors are optimistic about the

company, and the price is not set to correct itself anytime soon. In addition, Coca-Cola is a high-quality, heavy

dividend stock with a steady growth rate. Coca-Cola is focusing on expanding its product portfolio, investing in

marketing campaigns and digital transformation, which has made the company more competitive in the industry.

Based on current conditions, Coca-Cola is still upbeat and preferred by investors, so it is safe to hold this stock for

now.
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Walmart Inc. (NYSE:WMT)
Price as of May 5, 2023 Close: $151.77

Company Overview:

Walmart is a multinational retail corporation that operates a chain of discount department stores, grocery stores,

and hypermarkets. In addition to its physical stores, Walmart also has a strong online presence through its

website and mobile app. Walmart generates revenue from its physical stores, e-commerce operations, and other

ventures such as financial services and advertising. The company operates over 10,500 stores in 24 countries and

has a significant presence in the United States, Mexico, and Canada. Their business model entails expansion to

additional regions of the world while trying to better the standard at their current locations.

Walmart's competitive advantage can be attributed to its size and scale, which enable it to negotiate lower prices

from suppliers and distribute goods efficiently, which translates to lower prices for customers. Walmart's supply

chain management is another key factor, with the company investing heavily in technology and logistics to

streamline operations and reduce costs. Walmart has also invested in e-commerce capabilities, allowing it to

compete with online retailers and reach new customers. Walmart's focus on operational efficiency and

continuous improvement has helped it to maintain its position as a leading retailer in the industry.

Intrinsic Valuation
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Based on the DCF Valuation, Walmart’s intrinsic value per share is $155.25.

Relative Valuation

For the relative valuation portion, we screened firms with the following criteria:

● Same industry as Walmart (Consumer Staples);

● Public traded companies in major exchanges and S&P 500 Consumer Staples (Sector) index.

We ended up with 36 comparable companies. We chose Expected 2-Year Revenue Growth and Operating

Margin as the independent variables and EV/Sales as the dependent variable for our regression analysis since it

yielded the highest R-squared.

Pricing relative to its

sector: $270.66 / share

EV/Sales = 0.4231 + 0.0487 g + 0.1584 OPM R2 = 58.20%

(0.423) (1.328) (6.815)

= 0.4231 + 0.0487 * 4.56 + 0.1584 * 4.01

= 1.28

Pricing relative to the

market*: $222.42 / share

EV/Sales = 2.32 + 2.60 g + 10.60 OPM -1.40 DFR- 3.50 Tax Rate R2 = 30.6%

(10.66) (5.49) (21.61) (4.27) (5.42)

= 2.32 + 2.60(0.0456) + 10.60(0.0401) - 1.40(0.4432) - 3.50(0.336)

= 1.067

Recommendation: BUY

Price as of May 5, 2023 Intrinsic Value/Share Sector-Based Price/Share Market-Based Price/Share

151.77 155.25 270.66 222.42
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The DCF valuation, relative valuation, and market-based valuation all suggests that Walmart’s stock price is

undervalued. The DCF valuation yields a target stock price of $155.25, 2.3% higher than the current stock price

(05/05/23); relative valuation yields a 78.33% higher stock price; and market-based valuation yields a 46.44%

higher stock price. Relative valuation and market-based valuation both suggest a much higher price than its

current price. Since the relative valuation only takes into account two independent variables (operating margin

and estimated revenue growth rate), it may not capture all the factors that drive changes in EV/sales so it might

have some deviations. The DCF valuation relies on numerous assumptions that are clearly stated and can be

modified to reflect new information, which might be more informative. Overall, we believe that Walmart is

undervalued and recommend investors to BUY Walmart's stock.
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Pinduoduo Holdings Inc (NASDAQ:PDD)
Price as of May 5, 2023 Close: $63.06

Company Overview

Pinduoduo Holdings Inc (NASDAQ: PDD) is an e-commerce company founded in 2015. It is based in China,

providing a technology platform for individual consumers and small and medium-sized businesses to transact

affordable products. PDD Holdings has built a network of sourcing, logistics, and fulfillment capabilities, that

support its underlying businesses. Due to the special proposition and strong customer experience, it experienced

remarkable growth and become the third-largest e-commerce platform in the local market. Pinduoduo ramped

up its user pool to 900 million users within seven years and now holds a ~24% market share in China.

PinDuoDuo differentiates itself from its competitors Alibaba and JD by targeting consumers in low-tiered cities

demanding low-priced products. At first, it offered heavy discounts as part of its R&D strategy to gain brand

recognition and a customer base. After this seed stage, it raised the product prices to normal levels, though still

outstandingly lower than competitor prices. Unlike Amazon, PinDuoDuo ship products directly from the SMBs to

consumers without holding inventory, which also grants the company a low-risk nature due to less required cash.

Intrinsic Valuation
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Based on the DCF Valuation, PinDuoDuo’s intrinsic value per share is $67.00.

Relative Valuation

For the relative valuation portion, we screened firms with the following criteria:

● Companies that operate in the same industry as PDD (Online Borderline Retail).

● Companies that are similar in market capitalization to PDD, less than 100B.



18

We ended up with 18 comparable companies. We chose Est. Annual Revenue Growth in 1Yr and EBIT Margin as

the independent variables and EV/Sales as the dependent variable for regression analysis since it yielded the

highest R-squared.

Pricing relative to its

sector: $19.02 / share

EV/Sales = 1.027 + 0.770 g + 0.430 OPM R2 = 14.02%

(2.605) (2.521) (1.833)

= 1.027 + 0.770(0.35) + 0.430(0.233)

= 1.558

Pricing relative to the

market: $48.34 / share

EV/Sales = 3.22 + 1.60 g + 4.40 OPM + 1.50 DFR- 2.80 Tax rate R2 = 5.6%

(16.86) (5.35) (8.80) (5.36) (4.65)

= 3.22 + 1.60(0.579) + 4.40(0.233) - 1.50(0.126) - 2.80(0.205)

= 3.82

Recommendation: BUY

Price as of May 5, 2023 Intrinsic Value/Share Sector-Based Price/Share Market-Based Price/Share

$63.06 $67.00 $19.02 $48.34

The results of our DCF valuation suggest that PDD is undervalued. However, Sector-based and Market-Based

pricing regressions suggest that PDD is overpriced. Since the R2 figures for both pricing regressions were very

low, we want to base our recommendation on the DCF valuation instead.

The Sector-Based regression model cannot really explain much of the pricing among online broad-line retailers,

and the small comparable company sample size certainly does not help either. Bias can be aggravated by the

cross-sector comps selection since there are only less than five comps in each sector.

PDD as an already successful e-commerce company in the local market is expanding to the North American

region, trying to replicate the same business model. Though without much financial information on the specific

plan, it is reasonable to expect revenue growth from a successful replication of its social commerce business

model for the following years in the near term.

In summary, for reasons that 1) PDD stock is intrinsically worth more than the current price of $63.06, and 2)

that the pricing does not reflect the company’s growth potential— we recommend a BUY.
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NIO Inc. (NYSE:NIO)
Price as of May 5, 2023 Close: $8.15

Company Overview:

NIO is a Chinese electric vehicle (EV) manufacturer founded in 2014. The company's mission is to shape a joyful

lifestyle by offering premium smart electric vehicles and providing the highest quality user experience. NIO's

electric vehicles consist of the ES8, ES6, EC6, and ET7, all designed to offer a high level of luxury and

performance.

Besides manufacturing electric vehicles, NIO also operates an innovative charging network, including Power

Swap Stations, which allow drivers to quickly swap out their vehicle's battery pack for a fully charged one.

Additionally, the company offers its customers financing, insurance, and maintenance services.

NIO is headquartered in Shanghai, China, but also has significant operations in Silicon Valley and Europe. In 2018,

the company went public on the New York Stock Exchange and has since gained a significant following among

investors who are optimistic about the future of electric vehicles.

Intrinsic Valuation
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Based on the DCF Valuation, NIO’s intrinsic value per share is $7.29.



21

Relative Valuation

For the relative valuation portion, we ended up with 21 comparable firms. We chose Revenue Growth and EBIT

margin % as the independent variables and EV/Sales as the dependent variable for our regression analysis, since

an EV/Sales-based model yielded the highest R2.

Pricing relative to its

sector: $19.66 / share

EV/Sales = 1.93 - 0.57*g - 7.21*EBIT Margin R2 = 60.26%

(1.77) (-1.53) (-2.06)

= 1.93 - (0.57) *(55%) - (7.21)*(-31.75%)

= 3.9

Pricing relative to the

market*: $8.68/ share

EV/Sales = 2.68 + 2.50 g + 8.10 OPM +2.10 DFR- 5.10 Tax Rate R2 = 17.8%

(23.97) (11.49) (28.98) (13.26) (15.15)

= 2.68 + 2.50(0.55) + 8.10(-0.3175) - 2.10(0.016) - 5.10(0.038)

= 1.254

Recommendation: BUY

The results of our DCF valuation, our sector-based pricing regression, and our market-based pricing regression

suggest that NIO is overvalued but underpriced relative to both its sector and the market.

Price as of May 5, 2023 Intrinsic Value/Share Sector-Based Price/Share Market-Based Price/Share

$8.15 $7.29 $19.66 $8.68

We chose to override our DCF and base our recommendation on the market pricing. The EV industry is expected

to experience significant growth in the coming years due to increasing consumer demand for

environmentally-friendly vehicles and government incentives to promote EV adoption. Companies with strong

growth prospects are valued higher because investors are willing to pay a premium for companies with strong

growth prospects.

Although NIO is an important player in the electric vehicle industry, it is still a relatively young company and has

not yet achieved the same market share or level of growth potential as some of its competitors. NIO is not

profitable, as it continues to invest heavily in research and development, production capacity, and marketing, but

NIO has a strong financial position, with significant funding from investors and a large cash reserve. This gives the

company the financial resources it needs to continue to invest in research and development, expand production

capacity, and grow its market share. NIO is known for its advanced battery technology, which allows its vehicles

to achieve longer driving ranges and faster charging times than many of its competitors. The company is also

investing in autonomous driving technology, which could position it well for the future of the automotive

industry. NIO has established a strong brand identity in the Chinese market, with its innovative designs and focus

on technology and sustainability. Thus, we advise investors to BUY NIO stock.




