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Current Cashflow to Firm
EBIT(1-t) :          543
- Nt CpX                36
- Chg WC          610
= FCFF             -173
Reinvestment Rate =131.8%

Expected Growth 
in EBIT (1-t)
.6356*.3694= .2351
23.51 %

Stable Growth
g = 3%;  Beta = 0.90;
Country Premium= 5.37% 
ROC= 15%
Reinvestment Rate=20%

Terminal Value 10= 2172/(.1274-.03) = 22,295

Cost of Equity
17.03%

Cost of Debt
(4.5%+ 5.37%+.75%)(1-.33)
= 7.12%

Weights
E =97.6% D = 2.4%

Discount at  Cost of Capital (WACC) = 17.03% (.974) +  7.12% (0.024) = 16.79%

Firm Value:   8,578
+ NO Assets     510
- Net Debt:      223
=Equity   8,865
-Options           0
Value/Share 14.88

Riskfree Rate :
Riskfree rate = 4.5%
(Real Riskfree rate)

+
Beta 
0.88 X

Risk Premium
14.24%

Unlevered Beta for 
Sectors: 0.87

Firm’s D/E
Ratio: 2.45%

Mature risk
premium
4%

Country Risk
Premium
10.24%

Figure 15.1: Embraer  
Reinvestment Rate
63.56%

Return on Capital
36.94%

Term Yr
2715
  543
2172

Synthetic rating = AAA

Transition Period

Norm. WC Reinv Rate = 63.56%

1 2 3 4 5 6 7 8 9 10
EBIT(1-t) R$ 671 828 1023 1264 1561 1864 2149 2390 2559 2636
 - ReinvestmentR$ 427 527 651 804 993 1024 993 895 735 527
 =  FCFF R$ 244 301 372 459 567 840 1156 1495 1824 2109


