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: Damodaran’
»..To get from the value of operating assets of equity, we have to first
incorporate the value of nonoperating assets that are owned by the firm and
then consider all nonequity claims that may be outstanding against the firm...
...2. Consider nonequity claims against the company. The most common of

these claims is obviously interest-bearing debt, which should be netted out

against firm value to arrive at equity value...”

Aswath Damodaran “Damodaran on Valuation”, II edition, p. 197 1
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#...In conventional valuation, we subtract the market value of the debt from
Jirm value to arrive at equity value. When valuing distressed firms, we have to
consider two specific issues. The first is that the shifting debt load at these
firms, since these firms are often in the process of restructuring and
renegotiating debt, can make identifying the dollar debt due at a point in time
a hazardous exercise. The second is that equity in distressed firms may
sometimes take an option characteristics and trade at a premium on what
discounted cash flow valuations would suggest is the value...

...Even if the debt is not traded, it is never appropriate with distressed firms
to use the book value of the debt. Instead, we should estimate the market
value of the debt, treating book debt like a corporate bond...” NPR NWYTNN)
(Mpm

{NININ NHDBR MYSHNI ILIN? 8P NN ONY DIIR SY NPT ¥ NONN XD
Value of Equity = Value of Operating Assets — Value of Debt
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Aswath Damodaran “Damodaran on Valuation”, Il edition, p. 636 2
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