Certainty Equivalent:
Cashflow:
PV = Cl —A Cov(Cl,rm)
(1+I'f)

A=(fm—TIt
6°m

B = (1+r)Cov(Cy,rm)
6°m[C1— A Cov(Cy,m)]

Option Pricing:
Put-Call Parity:
C=S+P-K/(1+r)

Binomial Pricing:
A=Cy-Cp
(u-d)S

B =uCp - dCy
(u-d)(1+r)

C=AS+B

Return:

PV = Ql

1+r
B = Cov(rs,rm)
Var(rm)

r=ri+B(rm—re
L everage:
Financial:

Ba = Bo (Close) + Be /o+e)
Operating:

A=R-V-F

Br = (“/r)Ba + ("IR)Bv + ()

Modigliani-Miller Theorem:
Eu=Vuy=V_ =E_+D_

With Taxes:
WACC:

V. = All equity cash flows/ (1 + rwacc)

PViaxsnidr = TcD Ip
(1+rp)

rwace = (Ulo+e)(L = Te)(ro) + (o) (1)

re = ra[1 + (P/e))(1 - Tc*1p)] — ro(*/e)(1 - Tctrp)

[ 1+rD]

APV:

APV =V | = Ey + PViax shidds

1+rp

BeL = Bal(EL + DL — PViax shieids) / EL] —Bp (D / Ev) + Brax(PVtaxsnia / Ev)




