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EVALUATION ON THE BASIS OF MODERN INDICATORS 

 

Yuriy M. Derev'yanko, PhD, As. Prof., Olha A. Lukash, PhD, As. Prof. 

Sumy State University, Ukraine 

 

Among the modern approaches to companies’ effectiveness evaluation, to 

our opinion, it is worth to highlight a number of indicators that characterize the 

growth of the company, its efficiency, assessment of its condition and debt burden. 

In particular, among modern indicators a special and important place has recently 

been focused by next [1-25]. 

EBITDA margin – profitability ratio that measures how much in earnings a 

company is generating before interest, taxes, depreciation, and amortization, as a 

percentage of revenue. This index is best assessed in the dynamics: growth - a 

positive phenomenon, decline – may be a negative phenomenon, or additional 

analysis is needed. When calculating EBITDA, such concepts as “depreciation” and 

“interest” are generally used. Both indicators in accounting is sometimes quite 

ambiguously calculated. Different experts, even using the same formula, will get 

different results. This can be manipulative in presenting information that can 

mislead, for example, a potential investor [26-37]. 

FCF (free cash flow) and FCF Yield. FCF reflects the amount of money a 

company earns from operating activities. In contrast to profit, the FCF shows how 

well a company is able to generate cash flows (excluding “paper” income) that can 

be used for different purposes: payment of dividends, shares buyback, debt 

repayment, M&A agreements, purchase of non-core assets, saving money. FCF Yield 

indicates how much cash can be distributed to shareholders earns the business, 

compared to the value of the company (including: the cost of equity and the cost of 

debt or just equity). The higher the ratio, the more payments shareholders can expect 

[38-56]. 

EV/EBITDA – enterprise value to earnings before interest, taxes, 

depreciation, and amortization ratio. The EV/EBITDA multiplier belongs to the 

group of income multipliers and indicates for what period of time unspent on 

depreciation and payment of interest and income taxes the company will recoup the 

cost of acquisition of the company. It provides an opportunity to compare the 

company with other companies from the same industry, to understand its 

underestimation, as well as to find the terminal value of the company (its value in 

the post-forecast period). The multiplier allows you to compare companies with 

different debt and tax burdens, ie to abstract from the capital structure and features 

of taxation [57-67]. 

Net Debt-to-EBITDA Ratio. It is assumed that the value of the net 

Net  Debt/EBITDA ratio should not exceed 3. This means that the company has no 

excessive debt and is able to service its debt obligations. If simpler, the lower the 
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value of the coefficient, the better. You also need to remember the numerator and 

denominator of the indicator. If the multiplier is negative, if the EBITDA value is 

negative, the company is unprofitable. If the net debt is negative, then the company 

either has no loans and borrowings, or a large amount of cash, which is positive [68-

81]. 
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