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Seth Webber
Principal | ASA, CFA, CVA, CEPA

swebber@berrydunn.com
207.541.2297

Leads the Valuation Services Group

Co-authored “A Field Guide to Business Valuation”

with Casey Karlsen.

Focused on helping owners and leaders understand how to drive
value in their companies and organizations.

Valuation of closely held businesses

Mergers and Acquisitions
Due Diligence Support
Succession Planning
Trust and Estate Planning
ESOPs




Learning objectives

4« Understand current interest rate
environment

4 Understand impact of interest
rates on valuation

4 Understand what management
actions can be taken to offset
valuation impact




Polling question

When | look forward, my biggest
concern is:

a) Availability of labor

b) Inflation increasing costs
c) Increased borrowing costs
d) Slowing growth

e) Other

o

,:
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Inflation

Median Consumer Price Index — January ‘83 to December ‘22
FREn 249 — Median Consumer Price Index

10
9

B

Percent Change at Annual Rate

1985 1950 1995 2000 2005 2010 2015 2020

I j Source: Federal Reserve Bank of Cleveland myf.red/gMRQ4



https://fred.stlouisfed.org/graph/?g=YRQ4

Inflation

Personal Consumption Expenditures — Trimmed - January ‘83 to November ‘22

FRED - — Trimmed Mean PCE Inflation Rate
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https://fred.stlouisfed.org/graph/?g=Z4Li

Federal Reserve Balance Sheet
Remember TARP?

FRED »= — Assets: Total Assets: Total Assets (Less Eliminations from Consolidation): Wednesday Level

2,400,000
2,200,000
2,000,000
1,800,000
1,600,000

1,400,000

Millions of U.S. Dollars

1,200,000

1,000,000
£00,000

600,000
2003-01 2004-01 2005-01 2006-01 2007-01 2008-01 2009-01 2010-01

I j Source: Board of Governors of the Federal Reserve System (US) myf.red/g/Z4LB



https://fred.stlouisfed.org/graph/?g=Z4LB

Federal Reserve Balance Sheet

Impact of tax cuts and stimulus packages

FRED 4% — Assets: Total Assets: Total Assets (Less Eliminations from Consolidation): Wednesday Level
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https://fred.stlouisfed.org/graph/?g=Z2Fk

30-Year Fixed Rate Mortgages

January ’83 to December ‘22

FREn 274 — 30-Year Fixed Rate Mortgage Average in the United States
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https://fred.stlouisfed.org/graph/?g=Z4M8

30-Year Fixed Rate Mortgages

Past 10 Years

FREn 4% — 30-Year Fixed Rate Mortgage Average in the United States
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https://fred.stlouisfed.org/graph/?g=Z4M2

Yield on 20-Year US Treasuries
Past 10 Years

FREn 2% — Market Yield on U.S. Treasury Securities at 20-Year Constant Maturity, Quoted on an Investment Basis
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Polling question
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Impact on Cost of Capital

Interest rates alone have driven cost of equity up ~ 17% year over year

Impact of Risk-Free Rate on Discount Rates
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m Risk-Free Rate = Equity Risk Premium ® Small Stock Size Premium
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Valuation - Simplified

Benefit

Stream
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Valuation - Simplified
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Valuation - Simplified

$116 drop from
interest rates alone

o)



Opportunities to Improve Forecasting / Planning

Key Financial
Metrics /
Sustainable
Growth Rates

Staffing
Requirements

Capital
Expenditure
Plans

Business
Systems Maturity




Polling question
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Over the past year, borrowing costs ‘ \l
for my business/organization have: S
a) Increased £ )
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External Forces to Consider in Planning

Regulatory
Changes

Industry Trends

New Entrants,
Disruptive
Business Models

Economic
Conditions




Seth Webber
swebber@berrydunn.com

207.541.2297

@ BerryDunn berrydunn.com
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