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The impact of the crisis on company value

„The price is what you pay.
Value is what you get.”
Warren Buffet
Every day, investors and company valuation experts are confronted with many problems in determining the value of a company. In practice, a number of valuation techniques can be used to determine the value of a company and the purpose of the valuation will always determine which one or two of these techniques are relevant to the particular valuation situation.
In his 2017 article “Risk and Company Value”, Professor Werner points out that “corporate valuation is ultimately about valuing uncertain cash flows - and the risks of those cash flows.” However, without knowing the opportunities and threats, i.e. the risks, of the company, it is not possible to verify the fidelity to the “expectations of planning” required by the valuation standards and it is not possible to assess the representativeness of the historical fluctuations in stock returns without exploring the uncertainty of the company's future cash flows.
In my thesis, I examine the most difficult area of risk to plan for, the impact of crises on company value, looking for answers to how crises affect the evolution of company value.
While the global economic crisis that started as a credit crunch in 2008 was dealt with by austerity in most countries, resulting in a deep and prolonged recession, the COVID-19 crisis started with a complete economic shutdown, with supply chains shutting down overnight, but states later responded with an economic recovery. The two crises are fundamentally different, but it is clear that both are shaking up the business world, affecting the way companies operate and, through that, their value.
My research is based on a review of the relevant literature, professional recommendations and an analysis of available databases. I do not think that the relevance of the topic needs to be explained, as there are many situations in the life cycle of a company where it is necessary to assess risks and determine the value of the company.
In conclusion, crises and the crisis management techniques used vary, their impact on firm value is significant but different in each case, and it is also true that every crisis has its sectoral winners and losers.



