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High market
:l.un for = Line.1 X Line 4 | = mifion = $118.8 million
year 4.3 winal x 4.88 $ru 118.6 dnuningy
High PSR = Market value/Sales| = §118.6 milli 00.4)mjflion = 1.31
yam / ganmy 118.6 mumn:tg 190.4 Anuniog = 1.31
Low market
value for = Line 2 X Line 4 = $48.3 million
the year unah 2 x unaf 4 29 |.H1mux488 48.3 dnTen)
Low PSR = Market value/Sa $48.3 million/$90.4 million = 0.53
yan | saaee 48.3 dnunwTeg [ 90.4 Eumieg = 0.53
Value Line shortcut for 1978: ifdn lun1satuin PSR 1 1978 Tnnldsindaya Value Line
High PSR = Line 1/Line3 = 1000/14.3 = 0.70 High PSR =un1 1/um 3 = 10.0/14.3 = 0.70
Low PSR = Line 2/Line3 = @@ = 021 Low PSR=um 2/um 3 =3.0/14.3 =0.21

Mlustration 4-1 nwi 4-1

Source: Value Line Ratings & Reports. Reprinted by permission of the publisher. Copyright, Value Line Inc.
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TABLE 4-1 msusd

Implied Price-Earnings Ratios under Varying Levels of Profit Margins and PSRs

- - .
Price-Earning Ratio wiafisunusasinilsuaz PSR

8ns1n 13 (Wadidiud)
Profit Margins (percent)
PPSs;s 12 10 75 5 2 1
12 1.00 1.20 1.60 2.40 6.00 12.00
.25 2.08 2.50 3.33 5.00 12.50 25.00
.50 417 5.00 6.67 10.00 25.00 50.00
75 6.25 7.50 10.00 15.00 37.50 75.00
1.00 8.33 10.00 13.33 20.00 50.00 100.00
1.50 12.50 15.00 20.00 30.00 75.00 150.00
2.00 16.70 20.00 26.67 40.00 100.00 200.00
3.00 25.00 30.00 40.00 60.00 150.00 300.00
4.00 33.33 40.00 63.33 80.00 200.00 400.00
5.00 41.67 50.00 66.67 100.00 250.00 500.00
6.00 50.00 60.00 80.00 120.00 300.00 600.00
10.00 83.33 100.00 133.33 200.00 500.00 1,000.00
This table represents what price-earnings ratios various Price Sales Ratios and profit margins equate at.
For instance, when a company sells at 1.0 times sales and earns 7.5 percent after tax, it is equivalent to a
price-earnings ratio of 13.33. This is useful in comparing what a current PSR is equivalent to in terms of future
price-earnings ratios under varying levels of profitability. Keep this handy for further use.
L msnethediuisSeuiiiou P/E Ratio dednsnrinlsuas Price Sale Ratio ndag1e 1wy d1usmil PSR agit 1.0 —|

(waAUsziuuidniiniuganuie) uasiidnsiiils 7.5 Woddud Ay P/E Ratio Aazwitiu 13.33
n1319tiazdaeliianddn PSR uag P/E Ratio aswhiuwinls (afieuiudnsinils)

M29¢1v: Datapoint
Aesaglugiiednedsnnsly PSR iileUsuiduuitniu unay
Tunmil 4-2 Aefiog1sunAy “Heard on the Street” Fsffinily
The Wall Street Journal (uil 15 nunmius 1983) oy luunanud
921811389312994 Datapoint (aps87u 3 devtiusngueaiu) 119U
Datapoint 5339377 51% Tauds 102 wdhifidenduanit 25 uietinasyu

8
fosnuusiulumu 9 i
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A1 PSR UvBa:ls?

apenduangiiegansdiviu Datapoint diaudidenau PSR 3.25
dvanugesiuiaeniu duauiidenau PSR 0.6 Ailstudetias neud PSR
WU 0.6 yar1siu Datapoint §51awdu 6 i1ves Earning U 1982
(P/E Ratio = 6) waziuslu 5 wihwes Eamning finiwseidninusenasiile
Tul 1984 (P/E Ratio = 5) (8198991nuNAYU The Wall Street Journal
Tunmit 4-2) Whulasuiwielien P/E d1 sadufduld Tunsdidedned
PSR 0.6 Fafuaniiundnde Tuvasdl PSR 3.25 Hugafuly

Anudoya

A PSR finazanauileus¥nmiauleadu 7l Fisher Investments 1577nA
aAuURsuLUaswesr PSR Tuusevminalulaggui 62 usembussuzioa
5 U #slugaenanil PSR vosusenmdn q Auladuinn wakeulvuisedng

@ < a
AUUIITUEUD

PSR apaUselug 9 dnagsinin PSR aousenian

¥
=

o« IAYuYesUIEVA PSR Gudusnndn 1 fhag

¢ 51AMUINIYTIMERINAT PSR g9n 9

slideyaatinanuisndlusuiaves Hambrecht & Quist 90gfi
g1uNIIUTAln Hambrecht & Quist Uudu1d1uNITAIURATTINUIEY
vannindimalulad Tnosie9iuadisiedouazifudeyaiisrfuuidy
fmnunidsianuey ilnslddndudeslumidensiuios (wszrwiden

vuniaulaulvivuauaa)
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