Company Valuation of Intel Corp.

Executive summary

The report has shed light on the company valuation of Intel Corp. after the conduction of cost of
capital calculation to consider the capital structure of the company. The company valuation has
been calculated based on the five-year financial projection of forecasting the income statement
and balance sheet of the company. An evaluation of the fair price value has been elaborated with
the conduction of sensitivity analysis based on the company financials.

1. Introduction

Undertaking the company valuation estimates helps in knowing the accurate valuation of the
business operated that impacts the contemporary financial positions along with critical decision-
making. The computation of company valuation enables knowing the company’s worth of the
shares if it decides on future strategies to exit the operational market. The report has shed light
on estimating the company valuation of Intel Corp. after acknowledging the financial position of
the company by producing financial forecasts and estimating the fair price of its shares.
Furthermore, a critical evaluation of the sensitivity analysis has benefitted to identify any major
risk positioned for the valuation of the company's financials.

2. Company valuation

The capital structure evaluated in the previous stages for Intel has critically helped in the
estimation of the financial forecasts including a financial projection of income, expenses, assets
and liabilities of the firm. As per the suggestions of Miciutaet al. (2020, p.9), business or
company valuation not only helps the financial analysts in analysing the financials of the
company but also assists the investors in their decision-making. A critical benefit is projected
when the financial managers assist a potential investor in deciding which stocks to buy by
evaluating the acceleration of the expected returns and growth percentages.

2.1 Production of financial forecast

In projecting the financial forecasts for Intel, it has been required to determine a significant input
range that has been rendered to highlight the output range where the overall company valuation

has been estimated. The input ranges involved projecting forecasted income statements along




with the balance sheet of Intel considering the base year to be 2021, where forecasts are made for

consecutive five years from 2022-2026.

INPUT RANGE

Sales growth 1.49%
Gross Margin 55.18%
SGA/Sales 27 50%
Accounts receivables/Sales 107 93%
[nventory/Sales 120.71%
Fixed Assets/Sales 140.07%

Accounts Payables/Sales 7.27%

Terminal Vale Growth 2%
Number of Shares 407,000,000

WACC 16.08%

Figure 1: Input range used for financial forecasting

Based on the trend analysis the calculated sales growth is determined at 1.49% along with the

gross margin rate of 55.18%. The variation of the SGA, accounts receivables, assets, accounts

payables, and inventories are presented as per the sales and projected as percentages. The

“terminal value growth rate” of 2% is considered in this case as the industry standard along

with the projection of a total number of shares of Intel as 4070 million for the base year 2021.

The WACC estimated for the company was 16.08%, which has been critically useful for

consideration.

Forecast Year

Revexne Base Year (2021) 5 2023 2024 2025 2026
Total Revemne 79,024 | 8020146 | 81,396.46 | 82,609.27 | 83840.14| 85,089.36
Grass Profit 43606 | 4425516 | 44914.57 | 4558379 | 46262.99| 4695231
Depreciation 11792 | 253940 | 219483 | 1893.11| 156283 | 125158
Sales, gemeral & adein 21,733 | 22,056.82 | 2238547 | 2271901 | 23.05753 | 2340108
Total Operatins Espense 33525 | 2459622 | 2458030 | 2461212 | 2462035 | 2465266
Operating Income 10,081 | 19.658.94 | 2033426 | 20971.67 | 21,642.64| 2229965
Taxes 1835 | 363297| 3.757.77| 3.87556| 3.99956| 412097
Net Profit after Taxes $246 | 16,025.97 | 16,576.49 | 17,096.11 | 17,643.08 | 18,178.67
Add Depreciation 253940 219483 | 189311| 156283 | 125158
Change in Working Capital 5233 | 299278 -1.03248| -233935| -1468.10
Chaage in Fixed Assets ©631800) (6.335.33)| (6323.78) (6.33148) (6.326.35)
Free Cash Flow 2403570 | 28,099.44 | 2634548 | 27.876.73 | 27,224.70

Figure 2: Income statement with forecasts for the next five years




Balance Sheet (USD Millions)

Assets
Current Asset 2021 2022 2023 2024 2025 2026
Cash(plug) 28,413.00 37,100.33 | 43,008.11 | 50,768.93 | 57,294.38 64,643.41
Accounts receivable 9,632.00 10,136.67 | 11,824.89 | 12,724.07 | 14,149.28 15,223.81
Inventory 10,776.00 11,347.67 | 13,104.22 | 14,070.85 | 15,564.10 16,706.27
Total current assets 48,821.00 58,584.67 | 67,937.22 | 77,563.85 | 87,007.77 96,573.49
Fixed assets
Fixed assets 110,688.00 112,674.67 | 116,567.56 | 119,189.63 | 122,658.91 125,563.39
Depreciation 85,294.00 90,726.33 | 97,636.44 | 103,561.37 | 110,143.09 116,286.94
Net fixed assets 25,394.00 21,948.33 | 18,931.11 | 15,628.26 | 12,515.83 9,276.45
Total assets 74,215.00 80,533.00 | 86,868.33 | 93,192.11 | 99,523.59 105,849.94
Liabilities & Equity
Accounts payable 5,747.00 6,771.00 7,223.00 8,056.33 8,635.44 9,384.04
Long term debt 33,805.00 39,265.00 | 40,787.67 | 44,935.22 | 47,332.85 50,897.10
Shareholders' equity 95,391.00 102,531.33 | 114,480.11 | 123,223.26 | 134,103.49 143,559.00
Total liabilities & equity 134,943.00 148,567.33 | 162,490.78 | 176,214.81 | 190,071.79 203,840.14

Figure 3: Balance Sheet with forecasts for the next five years

The financial inputted from the income statement and balance sheet of Intel has helped in the
estimation of “firee cash flows” at the end of the years from 2022 until 2026, consecutively
forecasted. The estimated growth rates are critically helpful in delivering the forecasted values of
the future years to structure the overall income statement of a company (Zhou et al. 2022, p.15).
The balance sheet financials have also been useful to be input in order to analyse the future

projected financials and the computation of the output range. [Refer to Appendix 1]

Figure 4: Required Output range

2022 2023 2024 2025 2026
Qutput Range: 2021 Base 1 2 3 4 5
Net profit 824600 | 1602597 | 1657649 | 17.096.11 | 17.643.08 18.178.67
Free cash flow 2493570 | 28,099.44 | 2634548 | 27 876.73 2722470
Contribution to present value 21,481 20,854 16,844 15,354 12,917
Terminal value (per. 4 - infinity) 93,578
Present value 181,028
Phus value of Won-op. Assets 28 413
Enterprise Value 209,441
Less Value of Debt 33.805
Value of common equity (millions) 147,223
Divide by number of common shares 407000000
Value per share § 361.73

The output range is projected from figure 3, which comprises the calculation of company
valuation, which is the preliminary aim of this report. The share value of the company Intel is
estimated at the end of the fifth forecasted year which is 2026 which is resulting in $361.73. The
current stock price of Intel is $38.61 per share (Finance.yahoo, 2022). It can be highlighted in




this context that the calculated value is much higher than the contemporary share price which
critically suggests that the share price is overpriced. It can be critically commented that the
growth rate of the profit generation along with “free cash flow” rates are not as high compared
to the rapidly changed price in fair value. Contrarily, as Intel is performing well in its sector it
can probably be foreseen to have an increased price of the shares.

2.2 Conduction of a sensitivity analysis

The growth rate of the sales projected from Intel Corp.’s financials for revenue generation is
1.49% which is considered to be comparatively lower for a global enterprise like Intel (Intc,
2022). The rates determined to analyse the sensitivity of the sales projections are taken as the
positive and negative 10% and 20% from the deviations. For Intel, the price is sensitive where
the critical deviation of the rates has been seen to project the influence of the changed prices of
present values of the company.

PV
% Deviation From Base| Growth | 3 361.73
-20% 1.19% | § 46655

-10% 134% | § 52487

0% 1.49% | S 58319

10% 164% | § 64150

20% 1.79% [ § 69982

PV

% Deviation From Base| WACC | § 361.73
-20% 12.86% | § 92447

-10% 1447% | $1,188 49

0% 16.08% | $1.188 49

10% 1769% | § 94576

20% 1930% | § 64381

Figure 5: Sensitivity analysis of sales growth and WACC
Based on the sensitivity analysis projected for gross margin along with fixed assets determined
based on sales values further project critical influence that results in the present values being
sensitive. As per the opinions of Lee and So (2022, p.7), the sensitivity analysis of a company
critically evaluates the uncertainty of the output values that is possible to be apportioned towards

diverse sources. Intel has projected significant sensitivity in terms of the figures projected.




PV
% Deviation From Base| GM | § 361.73
-20% 44.14% | § 466.55

-10% 4966% | § 524 87

0% 55.18% | § 583.19

10% 60.70% | $ 641.50

20% 66.22% | § 69982

PV

% Deviation From Base |FA/Sales| § 361.73
-20% 112.06%| § 58747

-10% 126.06%| $ 589.18

0% 140.07%| § 58918

10% 154.08%| § 587.64

20% 168.08%| § 58425

Figure 6: Sensitivity analysis of gross margin and Fixed assets

3. Conclusion

The determination of the economic values of a company or enterprise provides the owners and
investors of the company with a considerable estimation of company values. The identification
of the operational inefficiency of Intel can be critically projected in operating lesser growth of
operating income that critically undermines the growth of the company. Asset growth is
comparatively higher which has critically praised the company valuation price which is
suggested to be unfair and overpriced compared to the current prices. Thus, major risks
identified from the financial forecast along with sensitivity analysis that Intel must approach to

reduce the rates of operating expenses.
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Appendices

Appendix 1: Intel’s five-year forecasted balance sheet

Balance Sheet (USD Millions)

Assets
Current Asset 2021 2022 2023 2024 2025 2026
Cash(phg) 28.413.00 37.100.33 | 43,008.11 | 50,76893 | 57294 38 64,643 41
Accounts receivable 9.632.00 10,136.67 | 1182489 | 12,724.07 | 14,149.28 15223 81
Inventory 10,776.00 1134767 | 13,104.22 | 14,070.85 | 15564.10 16,706.27
Total current assets 48,821.00 58.584.67 | 67,937.22 | 77,563.85 | 87,007.77 96,573.49
Fixed assets
Fixed assets 110,688.00 112.674.67 |116,567.56 |119,189.63 |122.658.91 125.563.39
Depreciation 85,294.00 90.726.33 | 97.636.44 |103,561.37 |110,143.09 | 116.286.94
Net fixed assets 25,394.00 2194833 | 18,931.11 | 1562826 | 1251583 9.276.45
Total assets 74,215.00 80,533.00 | 86,868.33 | 93,192.11 | 99,523.59 105,849.94
Liabilities & Equity
Accounts payable 5.747.00 6.771.00 7.223.00 8.056.33 863544 9.384.04
Long term debt 33,805.00 39.265.00 | 40,787.67 | 4493522 | 4733285 50,897.10
Shareholders’ equity 95.391.00 102,531.33 |114,480.11 |123,223.26 |134,103.49 | 143.559.00
Total liabilities & equity 134,943.00 148.567.33 (162.490.78 |176,214.81 |190,071.79 | 203,840.14
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