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COMPS IN CAPIQ

Relative Valuation Method and Purpose:

Relative valuation (otherwise known as comparable analysis, compco, or peer
valuation) is a form of equity valuation that looks at a company's competitors’ stock
prices to determine the implied stock price of the target company. Unlike intrinsic
valuation, relative valuation is not based on the fundamentals of a company (i.e.
management, future goals, revenue growth projections, etc.). Rather, the analysis starts
by comparing the target company’s key ratios and metrics to that of its competitors and
finding its implied position within the industry. The share price of the company is then
implied based on the share price of its competitors. This valuation method relies heavily
on the concept that markets choose the value of stocks, so to determine the value it is
necessary to look at the market’s opinion of value. It is best to look at relative valuation
in conjunction with other equity valuation methods. Feel free to use the table of contents
below to skip to sections that are most necessary for you.
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To learn more about CaplQ, check out the other Cutler Center tutorials related to Capital
IQ using this link.

STEPHEN D. CUTLER CENTER FOR INVESTMENTS AND FINANCE
BABSON PARK, MA 02457-0310
WWW.BABSON.EDU


https://www.babson.edu/academics/centers-and-institutes/stephen-d-cutler-center-for-investments-and-finance/state-of-the-art-finance-lab/guides/

COMPS IN CAPIQ

Part 1 - Launching Capital 1Q:

To access CaplQ, it is easiest to start at the Horn Library website. From the
homepage, click “A-Z Database List,”
the green link just under the power Horn Library
search (highlighted in yellow in the
image to the right). Next, search for
“Capital IQ” in the search for databases
and click “GO.” Clicking the green link W) [ oot gt oM (CEEEE
for Capital 1Q will take you to the I ,
Capital IQ homepage.

LIBRARY RESOURCES

Get help with research
Services for faculty, alumni, visitors

o o  Interlibrary Loan

Launching CaplQ will only work if FORYOUR ' . .
you have access to the software i T
through Babson. Only specific classes
offer access to Capital 1Q. It is likely
that if you are taking a finance class,
you will have access to Capital 1Q (even BABSON
Principles of Finance in most cases). If _
you have access to the software, it will
automatically load to your Babson account if you are logged in on your computer. If you
do not have access and need it for a class, reach out to

cutlercentersupport@babson.edu.

)

The Capital IQ home page offers

a variety of functions to get you started.
The left-hand side and top menus offer
a variety of links. Feel free to explore
these links to get familiar with the
software. You can also search for a
company in the top search bar
(highlighted in yellow on the picture to
the left). Like Bloomberg, this will allow
you to use the functionality specifically
for a target company. We will start here.
) In this example, we will be building a
e relative valuation for AT&T. Start by
S searching AT&T (either the company
name or the ticker) in the search bar.
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Part 2 - Quick Comps:

5l My Links edie o AT&T Inc. (NYSE:T) Public Company Profile

Investment Research

iR R TR ATt E1RR @)uk @lwa LIRGAE RN - DANE - oL

Website: add Coverage Summary

Number of Employees Coverage List: o
Tickar: Relationships: e

Current Professionals Profilad:
Year Foundad:

o

Activity Logs//Tasks: o

Business Description Add
communication, media, and tachnolo
cadband, including fiber, and leg
through the company-owned sto
ion pregramming and featurs niertainment pred

Viico o Gemand. stresrming slatorm under the HBG iex and HSO GO names: mlihannel &
2 vides sntartainmant 2nd sudic programming sarvices under the DIRECTV and SKY brands o
2 el 25 9215 various Famdeata throush company-ovmed Stares, 2gentes and Eard-party rota storees The comasny was fermedy Knonn os SBE Communieations Tac. e changad it name te ATST Incs in 1
Dallas, Texas.

s ncorporated in 1953 and = headauartercd n

Primary Industry Classi View Complete

Intagrated Telecommunication Services.

Primary Office Location View Al Office Addresses
208 South kard Strest | Dallas, T | 75202 | United States
Phone: 210-821-410;

Capital Structure Summary.

Current and Pending Investors view Dstails
Capital World Investors, Ellictt Management Corporation, SNET Retirees Association, Inc. Trillium Asset Management LLC

Prior Investors View Datzils

e Capital Southwest Corporation (Nasd2qG3:CSWIC), Chrysalis Ventures, Delsware Mansgement Company Inc., £l Dorado Ventures
=l Peer Analysis
Quick Comps
:fe"f:;:‘f‘_(“f;“n;"““‘ ons Investment Arms

Managemant Arm, ATST Long Tarm Savings end Sacurty Pl Stock Ounership Trust, ATET Option Delivery, LLC, DIRECTV Group, Inc., Assat Management Arm {Frior). Hughes Investmant Wansgament ompany. WKG-SEC Investmant (Fria), SBC Communications Inc

P . SBC Mastar Pension Trust, S3C Corp. (prier)
= Stock Quote and Chart (Currency: USD) ) quick Chart
Credt Rat Last (Delayed) 25.37 Market Cap (mm) 181,138.2 . oo
Credic Default Swans Open 25.46 Shares Out. (mm) 7.135.9

Short Interest Pravious Close 25.37 Float %

Equity Listings Change on Day 0,11 Shares Sold Short (mm)

= Change 9 on Day 0.4 Dividend vield 5
Day HighyLowe 25,58/ 25,35 Diluted EPS Excl. Extra Items 012
= Definees 52 wk High/Low 32.88/ 25.01 P/Diluted EPS Befora Extra 152.49¢
ion dvizers Volume (mm) 29,99 Ava 3H Diy Vim (mm) 2669
= == Relationships —— s &
Dalayed Quots™ | Last Updated on Nov-01-2021 12:00 AM (GHT-5) NYSE:T - Common Stock >

Financial Information (Currency: USD, in mm) Yiew Details | Financial FAQs
Total Ravanua.

EBITDA 4
EBIT 28,7

0 Markat Capitalization

2 TEV/Total Revenus
3 TEV/EBITDA

/ Diluted EPS Bafors Exctra
rice/Tang BV

7,107.0 Total Debt/EBITDA

0 Total Enterprise Value
0 Cash & ST Invst.

) News, Events & Filings

Eraras Calendar
SEC Filngs
lings & annual Rapors Capital Expenditure (15,085.0) Total Assets

Net Income

Latest Annual: Income Statement Balance Shest Cash Flow Latest Interim: Income Statement Balance Shest Cash Flow
Currency in USD in mm, LTM as of Sep-30-2021 TEV and Market Gap are calculated using a clase price as of Oct-29-2021

Index Membership

UsDs Billion 1
ammunization

Report Builder
E) Relationship Management
A [

Viewr Al

Relationship Paths
Document Management
Audi Hizory

Prasaces Sarmary Company Notes Add .

After searching for AT&T, you should get to the page above. This is called the
Tearsheet, and it contains basic information about the company and the stock. On the
left-hand menu are your options. To access Quick Comps, click the quick comps link
under the “Peer Analysis” section (highlighted in the image above).

Hitting the Quick Comps option will take
you to the page below. Capital I1Q will

[T Mobile ] \E|

automatically generate a list of comparable -

. . T-Mobile US, Inc. (Public Company - NasdaqGS:TMUS)
companies for AT&T based on industry and i Do ot bl e o
T-Mobile Limited (Private Company) - Operating Subsidiar

other factors. This list might not be exhaustive.  mipsireme sy e co mermeecome | ]

.

E=

. . “ T-Mobile Czech Republic a.5. (Private Co. with Complete F [<]
Deutsche Telekom (UK) Limited - T-Mobile International U ¥
o add a company, simply click the “Add
Set Subject Company:| ATAT Inc. (NYSE:T) ~]

Companies" icon in the top left (circled in red). o enchmar e v
In the resulting menu, search for a company
by name (using the “search” option) or ticker

(using the “Tickers/IQ IDs” option). You can also bulk add from lists, indices, or excel.

Let’'s say we want to add T-Mobile. Search the company by name by selecting the

“search” option. Then type out “T-Mobile" in the search bar. Numerous options are
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available. Select the one you want and move it to the “Selected Entities" box by clicking
the right arrow on the screen (highlighted in yellow on the picture). Then click “add to
comps" to add it to your list.

Let’'s say you want to delete a comp from your set. Simply check the check box
next to the company, select the “options” drop-down menu (circled in blue on the image
below), and select “delete.”

es 1 tion |\ t] ]
Gurreney; Data acofc [1/01/2021 | [
a iscretionary | Financials | Information Technology
e Markst LTM Het LTM Totsl = LTM Minority  Total Enterprise LTM Tangible Book
Company Name rice Latest Latest st De pref. Equit Interest Value Value/Share
0 Apple Inc. (NasdaqGS:AAPL) 14856 16,406.4 5 284
0 Altice USA, Inc. (NYSE:ATUS) 1688 4571 (50.05 (55.22)
0 Alphabet Inc. (NasdaqG5:G00G.L) 288934 6638 1 (114,327.0) - - 1.752.286.1 33158 0Oct-27-2021 2232100 85.137.0
0 Comeast Corporation (NasdaqGS:CHCS.A) 5226 25685 2387713 30,5800 - 2,044.00 3312955 (14.58) Oct-25-2021 1437570 33,3880
0 The Walt Disney Company (NYSE:DIS) 170.45 18171 3082568 387680 - 13,672.00 3528978 (+.89) Aug-12-2021 63,5510 7.657.0
0 Verizon Communications Inc. (NYSE:VZ) s2.85 21402 2192217 1,445.00 (24.31) 0ct-26-2021 1242380  50,295.0
0 Inc. (NasdaqGS:DISC.A) 24.42 659.9 15.533.4 1,770.00 (18.55) Aug-03-2021 11.301.0 3.787.0
0 NasdaqGS:VIAC) 37.25 646.5 24,184.7 748.00 (16.61) Aug-05-2021 25,687.0 5,002.0
0 Tele ons plc 131 Aug-19-2021 29,167.8 8.182.3
0 Fox Corporation (NasdaqGS:FOXA) 21.06 5725 22,787.0 262.00 25,6160 7.52 Aug-10-2021 12,909.0 3,087.0
0 ATET Inc. (NYSE:T) 2527 7,123.3 1811382 180,835.0 - 17,532.00 378,509.2 (18.09) 0ct-21-2021 172,597.0 49,4310
Displaying 11 Companies.
Shares LTM Total  LTM Minority  Total Eni LTH Tangible Book _ LTM Filing Date, LTH Total LTH

Summary Statistics Outstanding Latest Pref. Equity Interest v = Value/Share  Income Statement Revenue EBITDA

High 16,4064 - 12,872.00 3 ) 23158 - €3,817.0  120,233.0

Low 4571 (50.05) 25,616.0 (55.22) = 3.964.2 a,087.0

Mean 22258 2,670.42 535.449.4 21.02 - 1006542 32,1147

Median 663.8 219.221.7 20,000.6 - 1,445.00 331,395.9 (2.71) - 46,379.4 7,910.2

To save changes you
have made tO the Company W AT&T Inc. (NYSE:T) My AT&T Inc. Quick Comp > Quick Comparable Analysis

) B R on SOXEY HREME reame™
list, select the “edit” 2 customize view o
drop-down menu at the top of = = e = e —— =
the screen and click save.
Next time you search for
AT&T and go to quick comps, this saved comps set will appear as an option in the

drop-down menu “comp set.”

To understand how to interpret the options and output, see parts 4 and 5 of this
tutorial.
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Part 3 - Creating Comps:

Instead of using Quick Comps, many analysts will create their own set of
comparable companies for their analysis. To do this on Capital 1Q, hover over the
“Screening” option on the top menu bar. Under the “Comparable Analysis” header,
choose the option "Create - Companies.”

This pop-up should then appear. Name your comp list |--——m—m—.
whatever you would like (i.e. “CompList AT&T”), and add a Name: \ )

symbol if you want (not required). Leave the “type” e ""c ||
Type: ompany v
drop-down menu at “company” (the default), and leave the e Lowel: [ Caliape Corrght <
“add companies” option as search. The access level A Comperiems @5 ezrchion Opscreai
H . H Save | or Cancel
drop-down is just for sharing purposes.
rnenio ot | R . ) CEEEIP P G After saving your set name, you will be
=) Ade Companizs (#] Display Options Currency:[USDollar  +| Data as of: El A . . .
taken to this screen. Similar to adding
et Tefrs i by comme, ) (0] comps in part 2, you can search

Results: Filter... Selected Entities:

companies here using the ticker or the
name (using the “search” option) to add
them to the Comps list. You can also bulk
s oo T © add from lists, indices, and Excel. Search a
ma=emmlec cOmpany, highlight the option in the
“‘Results” box, use the “>” on the screen to
move it to the “Selected Entities” box, and click “Add to Comps” when you have
completed your list. To add all of the companies in the “Results” box to the
“Selected Entities” box, click the “>>.” To take a company (or all the companies)

out of the “Selected Entities” box, click the “<” (or the “<<” for all the entities).

(A

In this example, | added some == i e e
simple comparable companies using =)

(Public Company - NasdagGs:CMCS
Inc. c

the search bar and the “>” key. After T
hitting “add to comps,” Capital |1Q will
create a set of these companies. i —

I

Set Subject Company: [ No Subject Company v

[ Mo Benchmark Index v

In order to analyze these
companies against your target

company, you also need to set AT&T as

e mewwess o YOUT target company. To do this, first, add
T e T AT&T the same way as you would add

any other company. When AT&T is in the

“Selected Entities” box, change the “Set

Subject Company” drop-down from “No
e — Subject Company” to “AT&T Corp.” Then

click “Add to Comps.”

ptions v | =) Add Companies [ Dis

(Private Company) - Operating Subsic

|ATAT Istel
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Part 4 - Navigating the Options:

In CaplQ, there are many options for how to view the information related to your
comps.

The Options Drop-Down

Time Frame: 1m 3m 6m 1y 3y Max

MNov-02-2020 - Nov-02-2021 | Daily

In the top left corner of the screen is

the Options drop-down. Using this ’

drop-down menu, you can delete a selected | -
company or chart the stock price over time  |ce m
by price, revenue, EPS, or EBITDA. To =
chart the companies, simply select as many
companies as you want to chart, select
“Options,” and select “Chart Selected : :
Companies.” You can then choose what to N R
chart from the drop-down menu in the top
left corner of the pop-up window
(highlighted).

B o T-Mobile US,
B .7 Comeast Cor
8. Lum
B o verizon C
2. 4TET Ine.

Notes:
This comp set has o subject company. The graph plots the selected companies data absolutely.

Data converted from reported currency to USD.

Add Companies and Display Options

Directly to the right of the Options drop down is the “Add Companies” and the
“Display Options” links. Using the “Add Companies” link, you can add companies using
the procedure described in the last part. Using the “Display Options” link, you can edit
the view and change the period in which you are analyzing.

Currency and Date as of

You can also change the date and the currency of the analysis using the fields to
the right of the “Display” options link.

Add/Edit Display Columns

Company Comparable Analysis CompSet AT&T (1Q1196066660)

) ER, SR, By wl.-
=) Custo i)
Comp Set: | CompSet AT&T {Company) ~| Templates:| Capital 1Q Default Comps ~] |E\
Create Comp Set [ ity | Add/Edit Display Calumns [aitv |
| Financial pata | — % [—— i | ]
() Add Companies (] Display Options Currency: Data a5 of: [11/02/2021 | [+

ATRT Corp. | Integrated Telecommunication Services (Prim:

| Industrials | Information Technology

T@e Shares Market LTM Total  LTM Minority  Total LTH Tangible Bosk LTH Filing Date, LTM Total LM
o = Latest italis Pref. Equity. Interest Value Latest Value/Share Income Statement Revenue EBITDA E
0O daqGS:TMUS) 115.80 1,248.0 247,423.5 (33.14) Nov-02-2021 79,674.0 24,552.0
() daqGS:CMCS.A) 52.64 4,568.9 2,044.00 221,295.9 (14.58) Oct-28-2021 113,757.0 2,288.0 1
0O Ly . (NYSE:LUMN) 12.23 1,105.2 44,140.0 (13.41) Aug-04-2021 20,245.0 8,523.0
0 Veri ns Inc. (NYSE:VZ) s52.57 4,140.2 217,648.4  168,832.0 1,445.00 387,925.4 (24.31) Oct-26-2021 1242380 50,295.0 3|
0O AT&T Corp. - - - 64,576.0 323.00 - (6.24) Feb-22-2013 127,434.0 29,010.0 1
Displaying 5 Companies.
Day Close Shares Market LTM Net LTM Total LTM Minority LTM Tangible Book LTM Filing Date, LTM Total LTM
Summary Statistics Price Latest Outstanding Latest Capitalization Latest Debt Pref. Equity Interest Value /Shars ncome Statement EBITDA LT
High 115.80 4,568.9 228,771.8 168,832.0 - 2,044.00 (13.41) - 134,238.0 50,295.0 3
Low 12.23 1,105.2 13,517.0 30,623.0 1,445.00 (33.14) 20,245.0 8,523.0
Mean 58.31 2,765.6 152,613.0 98,353.5 1,744.50 (21.36) 86,978.5 25,283.8 1
Median 52.61 2,694.1 181,081.5 36,573.5 1,744.50 283,409.7 (19.44) 96,715.5 29,170.5 1
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To change the columns that are displayed in the comps model, click the “Add/Edit
Display Columns" link at the top of the screen under the “Templates” drop-down menu.
On the resulting screen, you can add a variety of data points from a list of financial
categories. Click on a financial category in the “Financial Category” box to see the data
points. Once a data point is selected, you can specify how you want the data to be
displayed using the dropdown menus to the right of the “Data Points” box. These will
change depending on the datapoint used. You can then choose which tab to add it to
using the “Add to" drop-down and click “Add.” To remove data points, look to the bottom
half of the screen. Use the “Delete” and “Reorder” buttons on various tabs to edit these
data points. Click “View” in the bottom right corner to return to your comps list. You can
also click “Save” to set this list of data points as your default view or as a saved view.
Saved views are accessible through the “Templates" drop-down menu on the Comp Set
screen.
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Part 5 - Interpreting the Output:

S&P l l l - : .
o Q Favorites v | Contact Us v | Print | Hell S&P Capital IQ Pro | Logou
Capital IQ | I | Help | pital IQ | Log

| My Lists v | Alerts

Comp Set: | CompSet AT&T (Company) ~|  Templates:| Capital 1Q Default Comps MIE

Create Comp Set | Editv | Add/Edit Display Columns | Ediev |

Once you have created your comps set and customized your options, the easiest
way to analyze the information is to download the information as an excel document
using the button at the top of the screen highlighted in yellow above. It may take a
second to load. The downloaded Excel file will contain each of the tabs on the CaplQ
Screen, so you can see this information on either platform. We will go through each of
the tabs in detail below:

Financial Data

This tab contains information such as the latest day close ——
price and shares outstanding for your target company and all of your t LTM Net Debt

comparable companies. You may notice that some information is ; 1036240
missing for the target company (AT&T). For this reason, it is often ' B
beneficial to use excel to look into this information because you can - 168,832.0

fill in the missing information. Capital IQ also calculates the

maximum value (in the row “high”), minimum value (in the row “low), e

mean value, and median value for each column based on the comps t LTM Net Debt
data. This helps to see how your target company compares to its ; 168,832.0

) ! 29,515.0
peers. For example, AT&T’s last-twelve-months net debt ) 981378

! 97,102.0

(highlighted in yellow), is below the mean ($98,137.8 million) and
median ($97,102.0 million) net debt figures for the comparable
companies, meaning that AT&T has relatively low debt.

Trading Multiples

Similar to the Financial Data tab, the trading multiples tab shows financial
multiples for the comparable companies and the target company. The benefit to using
multiples rather than dollar values is that it accounts for the scale of the company. Just
like the last tab, CaplQ also calculates the high, low, mean, and median values for the
comparable companies to enable comparisons to your target company. Remember, you
can change which variables are displayed using the “Add/Edit Display Columns” link
(see part 4).

Operating Statistics
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This tab shows the margins and other operating statistics for the comparable
companies and target companies. It also computes the high, low, mean, and median for
the comparable companies (like the other tabs).

Business Description

This tab displays a business description and general information about each of
the comparable companies and the target company. This helps the user to understand
differences in the value proposition or business model of the companies that might lead
to differences in financial information.

Implied Valuation and Valuation Chart

These tabs, if the information is all available, will provide an implied valuation and
valuation chart for the target company based on its peers. In general, this functionality is
not as useful because information is often missing, and qualitative information from your
research should also be considered in a comps model. In general, CaplQ Comps
provides a great starting point for making a Comps model, but the information needs to
be thought through and revised in order to come up with a trustworthy implied valuation.

Credit Health Panel

This tab contains information on the operational credit health, solvency, and
liquidity of each of the comparable companies and the target company. It also contains
information on the credit rating, probability of default, and industry classification. This
will help you get a better understanding of the companies and their differences,
especially in debt and capital structure.
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