Procedure for HPQ valuation
1. Situation Analysis:  What is the present state of situation for HPQ/ What is the general feeling amongst shareholders, board, and institutional holders?  Other words, what is contributing to the malaise in business environment?

2. Do a “present” business analysis.  This should include a description and analysis of each business unit.  This includes an analysis of revenues, costs, profits, and ROIC.  This section should also conduct a recent historical analysis of the UNIT over the last few quarters.
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Each of the sub-units should have revenue, profit, capital and ROIC analysis

A framework for Diagnosing market Performance
A. Review market performance:  Returns to shareholders compared with other investments

B. Analyze comparative corporate performance:  analysis of company performance driving the market performance

C. Understand cash flows:  where generated and where invested?

D.  What is the market view

3. Determine and discuss the financial performance of the WHOLE:  what kind of value provided to the shareholders?  Relation to inflation?  Treasury? Competitors?  What is the feeling on the investor side?  Break-up play?

4.  Determine the current market value

5. Determine the value of HPQ, given its present state, and assuming “status quo”.  This will require analysis of each unit as a separate entity and the addition of the total.  This will also require analysis of the combined entity.  The final part of the conclusion of this section should focus on what is the “perception gap” and what value the market is attaching to specific unit.  What is your analysis of the “perception gap”?
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Note the difference that business plan could make as compared to historical based assumption model.

6. The next step would be to define the “potential” value of HPQ.  In doing so, gather an understanding of the value and cost drivers of HPQ.  Define the specific value drivers and how they contribute or add value to overall organization.  Do the same for cost drivers.  It is this analysis that you would use to begin to create an analysis of “potential” value added analysis.  Start with a specific measure of the Value added- for example ROIC.
Do an analysis of what leads to specific values of ROIC and what improvements could be made internally- if any.  These could be as simple as refocusing marketing, R&D, and supply chain.

7.  Compute this for each unit.  Do the analysis of what is creating/subtracting this value.  Make decisions
8. Determine a comprehensive strategy of what needs to be done?  Spin-offs?  Shutdowns?  Others?
HPQ- The traded unit
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