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5 %4 / Lecture

10% ¢ Reading

20% ¥ Audiovisual

Retention 3p% ¥ Demonstration

S0% = ¢/ Discussion
75% ‘

20%
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¢ Practice Doing
¥ Teach Others
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MBA — PIM (Term 3) MF — Examinable Areas Summary — Sandeepa

Mergers and Acquisitions (M&A)

Description

Acquisition

Definition Two entities One purchase
becoming one another

Examples Hero Honda Hayles Singer

Shares Shareholder (SH) Acguirer will own
receive shares of new | majority shares of
entity Acquiree

Sensible e Economies of Scale (High gty low cost)

Reasons to | e synergies (1+1 > 2)

MEA

o Backward integration (supplier)
o Forward integration (customer)
o Shared resources

e Benefits of unused
o Tax losses
o Tax credits in acquiree

e Surplus cash in acquiree

e Resources better managed by acquirer

e Golden parachutes
o Ridiculously high compensation
packs for Key Mgt Personnel (KMP)
® Greenmail
o Purchase acquirer’s shares
o Enter to Standstill agreement
preventing them taking over
¢ Leveraged recapiatalisation
o Be unattractive through loans
e Pac man defense
o Make a Counter offer
¢ Poison Pills
o Be unattractive via SH rights plan
e Scorched earth — making company
o Unattractive via high gearings,
unprofitable assets
¢ White Kinght defence
o ldentify a preferred acquirer
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MEA — PIM {Term 3) OB — Examinable Areas Summary — Sandeepa

Personality

* |ndividual differences in
* Characteristic pattern of thinking
* Feeling and

METI — Personality type diagnostic tool

Extroversion

Sensing

Introversion

Speakthen Think Concentrating |  Quiet | Think and Speak

Intuiting

* Behaving

Personality Determinants

Heredity | Environment Situation
Inherited Influence from | Critical Inadence
from Family, School, | (Tsunami)
forefathers | Village, Triggering Point
Religion (Failure)
Johari Window

Arens Blind Spot

| Emoasw | Dent Know

You Know You Know

Facade Uinknown

| Kimoiw | Diont Knoaw

You Don't Kmow You Don't Know

* Reduce the unknown area

Thimking
Analytical Head
Judging

Head on Clouds

Subjective

Time Oriented

Big 05 Personality Traits

Emotiomal )
Stability Extroversion
Consistency and Ability to Tendency to Relational approach | Interest in Fascination &
Rediability Bear the Accept by Others to Society Movelty
Stress
Organized Calm Warm Sociable Curious
Hardwaorking Happy Caring Cutgaoing Creative
Disciplined Secure Cooperative Talkative Flexible

Type A vs B Personalities

= by
1 |

Go-getters, Aggressive result oriented Relaxed, happy and patience

& Fast movements = Mo urgency
* Impatient = Don't market achievements
* Multi-tasking = Play for fun

# Measures success in numbers
JIVIL JayaseKkerad Ivianagement Lentre (Fvt) Lta

= Can relax without guilt
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MEA — PIM {Term 3) MF — Examinable Areas Summary — Sandeepa

Financial 5Statement Analysis [FSA
Tools

* Horizontal {Trend)
o % inrease or decrease
o Ower years [Past year or future year)
* Vertical (Common size)
o Figures expressed as %
o PnlL on Revenus
o BfS on NCA, Current Assets {CA), MCL and
Current Lizbilities (CL)
* Ratio

Use of F5A

* Can understand relationships and predict trends
* Can compare against
O O COMpPanyY
o competitor
o industry
* Helps to ask right question
Limitations
* Subjective
* Abzence of standards
* Histoncal data, mot futuristic
® Mot Considering gualitative aspects
* |nflationary impacts ignored
* Differences in Accounting estimates and policies
* Window dressing (Manipulations)
* Off Bzlance sheet financing (Using loans to create
rosy picture)
* Performance affected by cyclical nature

* Ratios are estimated on possible impact than real
impact

Ratio Formula Meaning and Remarks
Profitahility — Mainly to existing investors
GP Margin GPjSales X 100 Grass profit per rupee sale
GP Markup GP/Cost of Sales X 100 Gross profit per rupee cost of sale
OF Margin OF/Sales X 100 Diperating profit per rupee sale
MNP Margin MNP/Sales X 100 Met profit per rupee sale (Can use PET or PAT)
ROCE OP/{Equity + LTL) X 100 Operating profit per rupee capital employed
ROA PBET/TA X 100 Profit per rupee total assets
ROE {PAT—Pref.Div) /Equity X Divisible profit (Profit after tax —Preference Dividends) per rupee
100 equity

RONA PAT/NA ¥ 100 Profit per rupes niet assets

Liguidity — Mazinly o Short Term finonce providers
Current CASCL CA perrupes CL 2:1 % . Higher CA ->opportunity loss & impairment
Cuick Asset {CA — Inventory ) /CL Highly liquid assets per rupes current liabitity (1:1 is accepted)
Cash Cash & Cash Equivalents/CL | 100% liquid assets per rupee current liability

Effrciency - Mainly to Monogement
Imwe. T'O COS/ &g Inventory Howe mamy time inventories got sold during the year
I Days Avg Ine/COS X 360 How long it takes to sell inventory
Receivable T'O Cr. Sales/&vg Tr. Receivable | How many times debtors have settled during the year
Rec. Days Avg Tr. Rec./Cr. 3ales ¥ 360 | Average credit period given to customers
Fayable T'O Cr. Purch/A&vg Tr. Payable Howe marny times company has settled their suppliers during the
year

FATO Sales/FA How miany times revenue generated compared to Fived assats
TATO Sales/TA Howe miamy times revenue generated compared to Total assets

Soilvency — Mainly to Long Term finonce providers

Gearing LTL/Equity or LTL/{E + LTL} | Debt to Equity mix. If debt is high > high geared = high fin. risk
Debt Ratio LTL/TA X 100 Ot of total assets, how much required to settie loans
Int. Cover OPF/interest How mamy times interest can be paid out of operating profits.
If Int. Cover is h'Eh, despite highly geared - company is ok
EPS Divisible Profit/Mo. Ord. Sh. Earnings per share
Eaming Yield ERS/MPS X 100 Return for shareholder per rupee investment
P/E MPS/EPS Imwestment recovery pericd
Company PE<industry or Market PE = Good for Companmy
Dividend Cover | Divisible Profit/Ord. Sh. Div | How many time dividends can be paid out of profits
Dividend Yield DPS/MPS X 100 How much dividend receivable per rupee imvestment
Dividend Payout | Ord. Div/Divisi. Profit ¥ 100 | How much of profits declared as dividends
MAPS Equity/MNo. Ord. Sh Fer share net assets available
WV to NAFS MPS/MAPS Market value and Book value comparison

Higher the multiple, higher expectation on company to perform
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If you want to master something;teach it.
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Investor Ratios

Potential Investor

JMC

| Investment
Market Price

Dividend

Retained

Entitlement
Profit
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