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Understanding the measurement of 
financial assets in accordance with 
IFRS 13 Fair Value Measurement

Date: 30 May 2023
Addis Ababa

The views expressed in this presentation are my own and not necessarily those of any organization with which I am associated.
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Disclaimer and applicable version of IFRS Accounting Standards

»The sponsors, the authors, the presenters and the publishers do not accept 
responsibility for loss caused to any person who acts or refrains from acting 
in reliance on the material in this PowerPoint presentation, whether such 
loss is caused by negligence or otherwise.

»Unless specified otherwise, the accounting requirements that are the 
subject matter of this presentation are International Financial Reporting 
Standards (IFRS) as issued by the International Accounting Standards Board 
(IASB) that are applicable for annual period beginning on or after 1 January 
2023 without early applying new and amended IFRS Accounting Standards 
that have a later mandatory application date.
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Aim

»The aim of this session is to enhance knowledge and understanding, 
in the Ethiopian accountancy market, of the fair value of financial 
assets measured in accordance with IFRS 13 Fair Value Measurement.
»[Note: the valuation session that follows after the coffee break is 

dedicated to enhancing skills in the Ethiopian accountancy market in 
the practical application of IFRS 13 to measuring the fair value of 
financial assets in the Ethiopian context.]
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Identifying financial assets
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Definition of a financial instrument
paragraph 11 of IAS 32 Financial Instruments: Presentation

Classification Nature Purpose to which 
put, ie held for…

Financial 
instrument

A financial instrument is “any contract that gives rise to a 
financial asset of one entity and a financial liability or equity 
instrument of another entity”

Financial asset • cash; 
• equity of another entity; 
• a contractual right to receive cash or another financial 

asset
• a contractual right to exchange financial assets or financial 

liabilities under conditions that are potentially favourable; 
or

• a contract that will or may be settled in the entity’s own 
equity  instruments and is not settled ‘fixed-for-fixed’.

• collect 
contractual cash 
flows

• speculation, 
trading, etc

• collect and sell
(ie business model 
aspect of 
subclassification)
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Definition of a financial instrument
paragraph 11 of IAS 32 Financial Instruments: Presentation

Classification Nature
Equity instrument An equity instrument is any contract that evidences a 

residual interest in the assets of an entity after deducting all 
of its liabilities.

Financial liability • a contractual obligation to deliver cash or another 
financial asset;

• a contractual obligation to exchange financial assets or 
financial liabilities under conditions that are potentially 
unfavourable; or

• a contract that will or may be settled in the entity’s own 
equity  instruments and is not settled ‘fixed-for-fixed’.
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Offsetting
FRC (UK) regulatory observation

»A financial asset and a financial liability should be offset when, and only 
when, the entity has a legal right to offset and the entity intends either to 
settle on a net basis, or to realise the asset and settle the liability 
simultaneously. (paragraph 42(b) of IAS 32) 
» In March 2016, in relation to a specifically described cash-pooling 

arrangement, the IFRS Interpretations Committee concluded that the 
settlement of the entire period-end balance on a net basis is necessary to 
meet the requirement. 
» In several cases, bank overdrafts or similar liabilities had been offset 

against cash and cash equivalents in the statement of financial position 
but it was not clear how the IAS 32 criteria for offset were met. (p18)

Source: FRC (UK), Annual Review of Corporate Reporting 2020/21
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Ethiopian context
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Ethiopian context 
Which financial assets do Ethiopian companies have?
Summary of class discussion

»Cash and cash equivalents
» Cash on hand, short-term-deposits, etc

»Equity instruments of other entities
»Bonds
» ETB denominated
» Foreign currency denominated

»Loans: financial institutions, employees
»Related party loans
»Operating, e.g. trade receivables
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Ethiopian context: 
Example 1 Commercial Bank of Ethiopia
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Ethiopian context: 
Example 2 Ethiopian Airlines Group
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When to measure the fair 
value of a financial asset? 
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When are financial assets measured at fair value?
Summary of class discussion

At initial recognition Subsequent measurement Disclosure only
Nearly all financial assets in the scope 
of IFRS 9 and IFRS 3 Business 
Combinations.
However, except when subsequently 
measured FVPL, include transactions 
costs in initial measurement.

‘Fail’ IFRS 9’s SPPI test = FVPL. Qualifying 
instruments can deem FVOCI.
‘Pass’ SPPI test BUT business model is not ‘hold to 
collect’.  FVOCI if hold to collect and sell. Otherwise 
= FVPL. Qualifying instruments can deem FVPL.

IFRS 9 when 
carrying amount is 
not a reasonable 
approximation of fair 
value.

Investment entities’ investments in 
subsidiaries, joint ventures, 
associates, etc

Investment entities’ investments in subsidiaries, 
joint ventures, associates, etc

When IAS 36’s fair value less costs to dispose 
applies to impaired equity method investments in 
associates and joint ventures (paragraph 20 of IAS 
28).
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Financial instruments
measurement at initial recognition (IFRS 9)
Summary of class discussion

»Principle: initially measure a financial asset at its fair value (FV).
»However, IFRS 9 specifies exceptions from principle. For example:

» Rule: when in accordance with IFRS 15 Revenue from Contracts with Customers trade 
receivables are measured initially at their transactions price which differs from FV, 
(for example, when the practical expedient in paragraph 63 of IFRS 15 applies).

» Rule: when FV on initial recognition does not equal transaction price and FV is not 
Level 1 or ‘upper’ Level 2 (ie only observable inputs), then defer recognition of ‘day-1 
gain or loss’.   

»Principle: when subsequent measurement = FVPL, transactions costs are 
an expense.
» Rule: if not subsequently measured at FV through profit or loss add/(deduct) 

transactions costs to/(from) a financial asset’s/(financial liability’s) initial FV.

Sources: paragraph 5.1.1 of IFRS 9 and paragraph 43 of IAS 39
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Cash flows: solely 
payments of principal 
and interest (SPPI)

Business model 
= hold to collect

Business model = 
hold to collect and 

sell 

Other business 
models  

(eg held for 
trading)

Other types of cash flows

Amortised cost 
(AC)

FV through other 
comprehensive 
income (OCI)

(but with AC in PL)

Fair value (FV) 
through profit or 

loss (PL)
FVPL

FVPL

FVPL

IFRS 9: classification and subsequent measurement
17

FVPL option
available to 
avoid an 
accounting 
mismatch

FVPL

FVOCI option
available
for equity not 
held for 
trading

FVOCI
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IFRS 9: classification approach
Summary of class discussion

»Classify whole instrument (ie no bifurcation of financial assets) on the 
basis of:
»cash flow characteristics; and 
»observable business model within which the financial assets are 

being managed (not based on intent for individual asset).

18
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Financial statement compliance review areas of ongoing focus FRC (UK)

Source: FRC (UK) IFRS 9 Thematic Review: Review of Disclosures in the First Year of Application, p24
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When are financial assets measured at fair value?
Separate financial statements (IAS 27)
Summary of class discussion

At initial recognition Subsequent measurement Disclosure only
When elected IFRS 9 alternative 
for investments in subsidiaries, 
joint ventures, associates, etc

When elected IFRS 9 alternative for investments in 
subsidiaries, joint ventures, associates, etc

When IAS 36’s fair value less costs to dispose 
applies to impaired equity method investments in 
associates and joint ventures (IAS 28).
When IFRS 5’s fair value less costs to sell measure 
applies under the equity method alternative for 
investments in subsidiaries, joint ventures, associates, 
etc (paragraph 20 of IAS 28)

20
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Fair value: low-interest loan asset
Summary of class discussion

»Entity C advances an ‘interest-free’ loan of ETB121,000 million to a 
related party on 1 January 2023. 
»The loan is repayable on 31 December 2024 at ETB121,000 million.
»The annual market interest rate that would otherwise have applied to 

the related party borrowing would have been 10%.  However, this 
estimate is not based solely on observable market data.

At 1 January 2023 the fair value of the loan is?  Choose one of: 
1) ETB0; 2) ETB21,000 million; 3) ETB100,000 million (ie the present 
value of ETB121,000 million); or 4) ETB121,000 million (the cash flow)

23

25

Financial assets: measurement at initial recognition
example: transaction price does not = fair value
Summary of class discussion

»To enhance its standing in the community Entity advances a ETB1.331 
billion interest-free three-year loan to Wildlife Protection Agency.  At 
market interest rates the loan would have borne interest at 10% per 
year. 
»What amount should Entity measure its loan asset on initial 

recognition? Choose one of: 
a) 1 billion;  
b) 1.331 billion; or  
c) another amount.

References: paragraphs 5.1.1, B5.1.1 and B5.1.2A of IFRS 9; 
and paragraphs 45 and AG82 to AG89 of IPSAS 29
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Fair value of interest-free loans
mini-case study: a regulators ruling: JSE (South Africa)

Matter 11 (2015): The application of IFRS to interest free loans continues to 
be misapplied. The contract value of such a loan is not its fair value.
Matter 13 (2014): The application of IFRS to interest free loans continues to 
be misunderstood. These loans must be measured at fair value plus 
transaction costs on initial recognition. The contract value of the loan is not 
the fair value. In one instance, the misapplication of this principle extended 
to a loan with a fixed interest rate. 
This principle was also misapplied to trade receivables. In one instance the 
receivable balance was large, and repayment did not occur in the short term. 
The impact of discounting therefore became material.

Source: Combined findings of the JSE  proactive monitoring of financial  statements,  28 October 2022, p59
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Fair value of interest-free loans
mini-case study: a regulators ruling: JSE (South Africa)

Matter 18 (2012)
We once again identified a problem with the accounting for interest free loans 
receivable. Whilst the issuers’ accounting policy correctly stated that this financial 
instrument was measured at fair value, this policy was in fact not applied. This was 
evident from the fact that despite market interest rate changes over the period, 
there were no resultant fair value changes reflected in the issuer’s accounts.
Matter 21 (2011)
In determining the fair value for initial recognition purposes of a financial asset or 
liability issuers cannot simply assume that the transaction price is the fair value. 
This is particularly relevant for an interest free financial instrument. In one instance 
the issuer ignored these measurement criteria for their long-term interest free loan 
receivable and recorded it at the initial transaction value.

Source: Combined findings of the JSE  proactive monitoring of financial  statements,  28 October 2022, p60-61
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Financial asset measurements

Measurement Requirement type
Fair value ✔ principle: the amount that would be received to sell an asset in an 

orderly transaction between market participants at the measurement date.   
A few rules.  For example:
• unit of account in IFRS 9 is the individual financial instrument
• ‘Level 1’ FV = price x quantity (no adjustments)

Amortised cost ✔ artificial construct:
• effective interest rate
• credit-adjusted effective interest rate
• MUST DISCLOSE FAIR VALUE! (principle)

28

Fair value hierarchy

29
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Fair value hierarchy
application guidance: Levels 1, 2 and 3

Is there a quoted price in an active market for an identical asset or liability?

Use this quoted price to 
measure fair value 

(Level 1 measurement)

Replicate a market price through a valuation 
technique (maximise use of observable inputs)

No use of significant 
unobservable inputs

(Level 2 measurement)

Use of significant 
unobservable inputs
(Level 3 measurement)

Yes No

30
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Fair value hierarchy classification of trade receivables 
Summary of class discussion

At which level of the FVM hierarchy Ethiopian trade receivable assets 
likely categorised? Choose one of: 1) Level 1; 2) Level 2; or 3) Level 3.

32
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Fair value of financial assets
mini-case study 2: a regulators ruling: JSE (South Africa)

» In its proactive monitoring of 2016 financial statements the JSE 
observed an issuer incorrectly classified their operational financial 
instruments such as trade receivables and loans receivable as being 
level 2 fair values as opposed to level 3 fair values. 
» As a result of this incorrect classification the level 3 disclosures were also 

omitted. 

© Michael JC Wells

33

Source: REPORTING BACK ON PROACTIVE MONITORING OF FINANCIAL STATEMENTS IN 2016

33
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Fair value hierarchy classification of exchange listed corporate debt
Summary of class discussion

Reporting Entity’s investment in corporate debt instruments that are 
listed in the Johannesburg Stock Exchange.
At which level of the FVM hierarchy is the exchange listed asset likely 
categorised? Choose one of: 1) Level 1; 2) Level 2; 3) Level 3; or 4) it 
depends….
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Examples⏤fair value measurement hierarchy
judging the boundaries of the artificial constructs

Boundary between levels 1 & 2⏤do transactions in the market in which the identical item 
trades (and that the entity can access at the measurement date) take place with sufficient 
frequency and volume to provide pricing information on an ongoing basis? (IFRS 13.A)
Example: regulatory finding⏤JSE proactive monitoring found that in nearly all instances, 
debt Issuers, in applying IFRS 13, inappropriately classified their own debt instruments as 
being within the Level 1 hierarchy because the market in which the quoted price is observed 
is not an ‘active market’ given the inactivity of trade in listed notes on the South African 
interest rate market. 
• Even when trade does occur, it is not usually of sufficient frequency and volume to 

meet a Level 1 classification.  At best, corporate debt in South Africa is likely to be a Level 
2 classification, and perhaps even a Level 3. 

Source: REPORTING BACK ON PROACTIVE MONITORING OF FINANCIAL STATEMENTS IN 2016
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Examples⏤fair value measurement hierarchy
judging the boundaries of the artificial constructs

Boundary between level 2 and level 3⏤significant unobservable inputs?  
Example entity-specific policy⏤HSBC (2020) financial statements, p292: 
» “significant unobservable inputs if, in the opinion of management, a significant 

proportion of the instrument’s inception profit or greater than 5% of the 
instrument’s valuation is driven by unobservable inputs.
» ‘Unobservable’ in this context means that there is little or no current market 

data available from which to determine the price at which an arm’s length 
transaction would be likely to occur. It generally does not mean that there is no 
data available at all upon which to base a determination of fair value 
(consensus pricing data may, for example, be used).”
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Unit of account for measuring the 
fair value of financial assets

38

39

Unit of account requirements of IFRS 13

»Use ‘unit of account’ specified in underlying Standard (see paragraph 14)

»However, if Level 1 input available, it must be used for measuring fair value 
(see paragraphs 22, 69, 77 and 80 of IFRS 13)
» the principle: measure fair value using the assumptions that market 

participants would use when pricing the item when acting in their economic 
best interest.
» a rule: when a Level 1 measurement is available for an identical financial 

instrument (including a position comprising of a number of identical assets or 
liabilities), fair value = quoted price x quantity held even if the market’s 
normal daily trading volume is not sufficient to absorb the quantity held by 
the entity. (paragraph 80)

39
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Fair value: a large holding
Summary of class discussion

Reporting Entity holds 10% of the (1 million shares) share capital in Entity Z

» Entity Z’s shares trade actively in a deep and liquid market
» at 31/12/2023 trading in Entity Z shares closes at ETB1 million per share

» Reporting Entity believes that it would be able to sell its 10% stake in Entity Z in a 
single transaction for ETB0.95 billion at 31/12/2023

At 31/12/2023 is the fair value of Reporting Entity’s 10% holding in Entity Z 
(Choose one of): 

1) ETB0.95 billion;
2) ETB1 billion (PxQ, ie without reflecting an adjustment because IFRS 13 paragraph 80 

specifies a rule price x quantity for LEVEL 1 fair value measurement.; or 
3) it depends on an assessment of all facts and circumstances?

41

Measuring the fair value of financial 
assets

45
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Fair value
measurement objective

»Objective of fair value measurement: estimate the price at which an 
orderly transaction to sell and asset would take place between 
market participants at the measurement date under current market 
conditions (paragraph B2 of IFRS 13)
» the objective provides focus to fair value measurement

© Michael JC Wells
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Fair value
market participants

»Characteristics of market participants (ie buyers and sellers in 
principal market (or most advantageous market)):
» independent 
» knowledgeable
» diligent
» use all available information 
»willing to transact for the asset or liability
» able to transact for the asset or liability

»Assumption: market participants act in their economic best interest

© Michael JC Wells
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Judgement mindset
Summary of class discussion

Which judgement mindset applies when measuring fair value? 
Choose one of: 
1) objective-focussed critical-thinking mindset aiming to reflect 

faithfully relevant information about the underlying economic 
phenomenon.

2) unclear (look to the IASB’s Basis for Conclusions for the context for 
developing the mindset for making judgements).

3) blind rigidity.

51

However, in particular circumstances, IFRS 13 specifies rules that override the FVM principle.  In those limited 
circumstances, the rule must be applied with blind rigidity.  For example, the P x Q rule at Level 1 of the FVM 
hierarchy.

51
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Fair value: market participant perspective 
application guidance: how to measure fair value

»To measure fair value determine:
»all characteristics of the asset being measured (exclude things that 

are not characteristics of the asset);
»the principal (or most advantageous) market;
»the appropriate valuation technique/s and inputs that market 

participants would use when pricing the asset and the level of the 
fair value hierarchy within which the inputs are categorised.

(see paragraph B2 of IFRS 13)

© Michael JC Wells
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Fair value: market participants’ viewpoint 
application guidance: characteristic of an asset

»Fair value measurement is for a particular asset
» it captures all characteristics of the asset being measured that 

market participants would take into account when pricing the 
item. For example, restrictions on use or sale that are a 
characteristic of the item. 
» it excludes things that are not characteristics of the asset. For 

example, transactions costs and restrictions on use or sale that are 
not a characteristic of the item.

© Michael JC Wells
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Fair value: restriction on sale of a financial asset
example 1: 
Summary of class discussion

Entity A pledges 100,000 BP shares that it owns as collateral in a 
borrowing arrangement.
»Consequently, Entity A cannot sell its BP shares until it settles the 

borrowing.
»BP plc shares are issued without such a restriction and trade on both 

the London Stock Exchange and the New York Stock Exchange. 
Is the restriction relevant to measuring the fair value of the BP shares 
held by Entity A?  Choose one of: 1) Yes; 2) No; or 3) It depends 
(specify)
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Fair value: restriction on sale of a financial asset
example 2

»Entity B acquires 100,000 MTN Zakhele shares the sale of which is by 
design restricted as follows:
» the share cannot be traded for the next three years
» for a further three-year period the shares can be sold only to those that 

qualify as being previously disadvantaged in accordance with MTN Zakhele’s  
South African broad-based black economic empowerment (BEE) scheme. 
» thereafter trading in the share is unrestricted.

»Assume MTN Zakhele has no liabilities and its only assets are its MTN 
shares (which are unrestricted and trade actively on the 
Johannesburg Stock Exchange). 

56
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Fair value: restriction on sale of a financial asset
example 2: 
Summary of class discussion

Are the restrictions relevant to measuring the fair value of the MTN 
Zakhele shares held by Entity B?  Choose one of:

1) Yes, only the initial three-year prohibition of trading
2) Yes, only the subsequent three-year restriction of trading to 

qualifying BEE participants 
3) Yes, both 1) and 2) above
4) It depends (specify)
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Fair value: restriction on sale of a financial asset
example 2 extended: 
Summary of class discussion

MTN Zakhele uses the dividends it receives from the MTN shares it holds to meet its operating 
costs and interest on its loans.  Any surplus cash is applied to reducing its loan liabilities.  
When measuring the fair value of a MTN Zakhele shares what adjustments from the price of 
an MTN share would Entity B’s management make?  Decreases for (choose one of): 
1) liabilities funded by each MTN Zakhele share
2) liquidity restriction 1: initial three-year prohibition of trading
3) liquidity restriction 2: subsequent three-year restriction of trading to qualifying BEE participants
4) operating costs of MTN Zakhele to be met from dividends on its MTN shares 
5) liquidity expectation: dividends received by MTN Zakhele from its MTN shares will be used to 

reduce liabilities
6) all of the above

60
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Fair value: market participants’ viewpoint 
application guidance: which market?

Most advantageous market only when cannot identify principal market.
»Principal market has the greatest volume and level of activity for the asset 

or liability
»Most advantageous market 

» maximises the amount that would be received to sell an asset
» minimises the amount that would be paid to transfer the liability 
» after taking into account transactions costs and transport costs. 

»Other considerations:
» absent evidence to the contrary use the market the reporting entity usually accesses
» reporting entity must have access to the market at the measurement date

© Michael JC Wells
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Fair value: which market (transaction costs)?
Summary of class discussion

You have access to two active markets to sell an asset:
»Market (M)1: price = ETB100; transaction costs = ETB10
»M2: price = ETB95; transaction costs = ETB3. 

What is the fair value of the asset? Choose one of:
1) ETB100 if M1 is the principal market, otherwise ETB95;
2) ETB90 if M1 is the principal market, otherwise ETB92;
3) ETB95 because the most advantageous market (M2) must be the principal 

market;
4) ETB92 because the most advantageous market (M2) must be the principal 

market.

© Michael JC Wells
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69

Fair value: significantly decreased trading volume
What do you think?

»Reporting Entity holds 1% of the share capital in Entity V. 
»Entity V:

» At 31/12/2022 the quoted price on the stock exchange is ETB200 per share.
» Trading volume on 31/12/2022 is similar to the average daily trading volume since 

July 2022.
» From 1 June to 31 July 2022 trading was suspended and the government took 

several steps to support the market.
» Due to financial and political instability, the share price and trading activity have 

declined sharply since July 2022, with historical lows in November 2022.

»At 31/12/2022 is the market in Entity V shares active (ie is the quoted 
price a Level 1 input)? Choose one of: 1) Yes; 2) No; or 3) it depends 
(specify on what it depends).

69
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Fair value: significantly decreased trading volume
Summary of class discussion

At 31 December 2022 is the market in Entity V shares active (ie is the 
quoted price a Level 1 input)? 
Choose one of: 1) Yes; 2) No; or 3) it depends (specify on what it 
depends).
1) Yes.  Because in an active market, transactions for the asset or liability take place with sufficient 
frequency and volume to provide pricing information on an ongoing basis (Appendix A to IFRS 13 definition of 
an active market).  A significant decrease in volume or level of activity ≠ inactive market:

there may be a significant decrease in volume or level of activity for the shares in V (paragraph B37 of 
IFRS 13) but on its own that does not indicate that quoted prices are not fair value, for example, not 
orderly (paragraph B38) even if market is inactive, quoted price may still represent best evidence of fair 
value as the transactions can still be orderly (paragraph B43)

70

71

Fair value: infrequent trading

»Reporting Entity holds 1% of the share capital in Entity T. 
»Although Entity T’s shares are quoted on the stock exchange they 

trade very infrequently.  
» The most recent trade occurred on 31/10/2022 at ETB2,000,000 per share.
»On 31/03/2023, before Entity T approved its 2022 financial statements for 

issue, a small number of Entity T shares traded at ETB2,200,000 per share.

»Reporting Entity’s management believe that at 31/12/2022 the fair 
value of its Entity T shares is about ETB3,000,000 per share.

71
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Fair value: infrequent trading
Summary of class discussion

Is the price of the trade on 31/10/2022 in the market (ETB2,000,000) indicative of 
the fair value of an Entity T share at 31/12/2022?  Choose one of: 
1) Yes (ETB2,000,000 is fair value at 31/12/2022); 
2) No (ignore the trade in determining fair value at 31 December); or 
3) the weight placed on the trade on 31 October depends on whether the 

transaction on 31 October was orderly and on the extent of changes in 
Entity T’s circumstances since that trade. Because:
- even if market is inactive, quoted price may still represent  best evidence of fair value 

as the transactions can still be orderly (paragraph B43 of IFRS 13)
- however, consider whether there are circumstances that indicate the transactions in 

Entity T shares are not orderly as that determines the weight to place on that 
transaction price when measuring fair value (paragraph B44)

73

Fair value: derivative assets

74
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Measuring the fair value of 
derivative assets

»For exchange-traded derivatives in active markets: measure fair value 
using unadjusted quoted market prices.
»For non-exchange-traded derivatives: following the income or market 

approach measure fair value using a valuation technique 
incorporating market participant assumptions. For example, the fair 
value of a basic swap could be measured by:
»market approach: by obtaining accommodation quotes from dealers (with 

appropriate testing performed by the reporting entity) 
» income approach: by a discounted cash-flow analysis based on available 

forward yield curves for plain-vanilla swaps of the same type 

75

Fair value measurement 
approaches / techniques: 
financial assets

76
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Measuring fair values of financial instruments
measurement approaches

»Generally measure fair value using:
» market approach (for example, quoted market prices and market multiples for 

comparable assets); and/or 
» income approach (for example, present value techniques and option-pricing models)

»Generally do not use the cost approach
»Considerations that affect the fair value of financial instruments include:

» the time value of money
» non-performance / credit risk 
» liquidity risk

»Effect of risk: (i) variable expectations of future cash flows, (ii) price for 
bearing this uncertainty (see paragraphs B15 to B17 of IFRS 13)

77

78

Measuring the fair value of unquoted equity instruments
approaches to measuring fair value

» Adjusted net asset method
» when investee’s value is mainly derived from the holding of assets rather than from 

deploying those assets as part of a broader business.

»Market approach
» when recent arm’s length transaction prices for identical/similar equity instruments are 

available.
» when sufficiently comparable company peers can use comparable company valuation 

multiples technique

» Income approach
» DCF method when cash flows of an investee present unique characteristics such as periods of 

unequal rates of growth (eg a period of high growth that stabilises later to more steady levels 
of growth). 

» dividend discount models (DDM) when investee has clear dividend policy and there is limited 
financial information about comparable listed company peers.
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