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4-2.
WACC WACC Weighted
Average Cost of Capital 97
CAPM Capital Asset Pricing
Model
97 WACC
E
WACC = X (1-T) x| Ro |+ X | Re
D+E D+E
Weighted - ~ ~ \ ~ /

Average :

COSI Of '...................E

Capital H

Re = Rf + B X Rm Rt
D: Short and Long Term Loans and Borrowings, Interest Bearing
E: Equity (at Market Value)
RD: Interest Rate
RE: Cost of Equity
Rf: Risk-Free Rate
Rm — RfX Market Risk Premium
T: Tax Rate
B: Correlation Factor, between Market and Individual Company’s Stock Performance
4.5 3.5 2.0
WACC 6.0 B 05
7
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98 WACC
E
WACC = X (1-T) x Rbo + X Re
D+E D+E
e US 7% = 0.10 X 075 x  45% + 0.90 x | 7.5%
e EFUJ 6% = 005 X 070 x 4.0% + 0.95 x | 6.5%
e JP 5% = 0.00 X 060 X | 30% + 1.00 x | 5.0%
(Approximate Values)
<Postulates> Re = Rt + B x (Rm-Rr)
e US 75% = 45% + 05 x 6.0%
- EU 65% = 35% + 05 x 6.0%
- JP 5.0% = 20% + 05 x 6.0%
4-1 ROIC
ROIC WACC
10-25
5-20 99
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(Approximate Values)

99
Cost Return Margin
WACC ROIC Return - Cost
e US 7% 20-30% 10-25%
e EU 6% 20-30% 10-25%
e JP 5% 10% 5%
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Company _
Growth | Risk
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Various |Enterprise R&D
Strategies| Value Up | Buildup
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tohru.noji@mizuho-cb.co.jp

104



MIZWIHO

Exchange Rates

€1 = $1.25
£1 = §$1.80
CHF 1 = §$0.80 CHF
$1 = ¥115
$1 = DKKS5.8 DKK
Abbrebiations
CAGR Compound Annual Growth Rate
CAPM Capital Asset Pricing Model
DDS Drug Delivery System
DOE Dividends on Equity
DPS Dividends per Share
1
EBITDA Earnings before Interest, Taxes, Depreciation and Amortization
EPS Earnings per Share
1
EV Enterprise Value
NCE New Chemical Entity
NME New Molecular Entity
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OTC Over the Counter

PBR Price-Book Value Ratio

PER Price-Earnings Ratio

QOL Quality of Life

R&D Research and Development

ROA Return on Assets

ROE Return on Equity

ROIC Return on Invested Capital
WACC Weighted Average Cost of Capital
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