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Financial valuation of holding company shares using relative approach multiples
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Abstract

Valuation of company stocks is an important aspect before any investment decision which requires a lot of
experience & knowledge of the stock market, so experts & analysts usually value stocks for potential investors.
This study investigates the impact of relative Approach multiples used in the ASE on stock price for the period of
2012 to 2018, of holding companies. A simple and multiple linear regression model was used in the study.

The results reveales a statistically positive and significant relationship between the IV combined "P/E &
P/BV" & the DV “share price,” making it possible to build a model based on these two variables to determine the
traded shares prices which help investors in their decisions making. However, the R” coefficient showed that
stock prices are not explained only by P/E & P/BV multiples, but also other variables that must be taken into
account.

Keywords: : price to earnings multiple, price to book value multiple, stock price, Amman Stock Exchange.
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Dependent Variable: PS

Method: Panel Least Squares
Date: 06/20/21 Time: 13:59
Sample: 2012 2018
Periods included: 7

Cross-sections included: 11

C
E/P
Root MSE
Mean dependent var

S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.

Durbin-Watson stat

Total panel (unbalanced) observations: 76

Variable

1.156621
0.152758

2.149229
3.322895
2.330369

4.420727

4.482062

4.445240

0.250861

Std. Error t-Statistic

0.676964 1.708542

0.044367 3.443047
R-squared

Adjusted R-squared

S.E. of regression
Sum squared resid
Log likelihood
F-statistic

Prob(F-statistic)

Prob.

0.0917
0.0010

0.138077
0.126430
2.178079

351.0581

-165.9876

11.85458

0.000950
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Dependent Variable: PS

Method: Panel Least Squares
Date: 06/20/21 Time: 14:02
Sample: 2012 2018

Periods included: 7
Cross-sections included: 11

Total panel (unbalanced) observations: 76

Variable Coefficient Std. Error t-Statistic Prob.

C -0.005008 0.643285  -0.007785 0.9938

PBV 2.439863 0.441450 5.526931 0.0000
Root MSE 1.947640 R-squared 0.292184
Mean dependent var 3.322895 Adjusted R-squared 0.282619
S.D. dependent var 2.330369 S.E. of regression 1.973784
Akaike info criterion 4.223746 Sum squared resid 288.2910
Schwarz criterion 4.285081 Log likelihood -158.5023
Hannan-Quinn criter. 4.248258 F-statistic 30.54697
Durbin-Watson stat 0.055258 Prob(F-statistic) 0.000000
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Dependent Variable: PS
Method: Panel Least Squares
Date: 06/20/21 Time: 14:04
Sample: 2012 2018
Periods included: 7
Cross-sections included: 11
Total panel (unbalanced) observations: 76
Variable Coefficient Std. Error t-Statistic Prob.
C -0.815197 0.735821 -1.107874 0.2716
P/E 0.088325 0.041691 2.118576 0.0375
P/BV 2.115555 0.457753 4.621607 0.0000
Root MSE 1.890392 R-squared 0.333183
Mean dependent var 3.322895 Adjusted R-squared 0.314914
S.D. dependent var 2.330369 S.E. of regression 1.928845
Akaike info criterion 4.190393 Sum squared resid 271.5923
Schwarz criterion 4.282396 Log likelihood -156.2349
Hannan-Quinn criter. 4227162 F-statistic 18.23766
Durbin-Watson stat 0.162339 Prob(F-statistic) 0.000000
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