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Sumário 

 

The Loop Co é um grupo que começou como uma única empresa, focada na economia circular 

através do e-commerce.  Desde a sua fundação, a empresa tornou-se num grupo com 

participação em 4 empresas, que têm como principais segmentos de negócio o e-commerce e 

as TIC, mantendo sempre o foco na economia circular. Tendo em conta a situação presente no 

mundo, a economia circular, e-commerce e as TIC tornaram-se essenciais na vida das pessoas. 

Tendo isto em conta, é de enorme interesse avaliar um grupo não cotado que tem como foco de 

negócio, os segmentos mais essenciais neste momento. O grupo foi avaliado por segmento (e-

commerce e TIC) e como um todo. Foram efetuados 2 tipos de avaliação o método do DCF e 

da avaliação relativa. 

Dado que os 2 modelos usam abordagens diferentes, os resultados obtidos não foram os 

mesmos. Como o grupo não é cotado, os valores obtidos através da avaliação relativa foram 

considerados os resultados que deveriam ser esperados tendo em conta o mercado e os dados 

financeiros do grupo. 

Concluiu-se que o grupo como um todo está a produzir de acordo com o esperado, pois os 

resultados obtidos pelos modelos foram similares. No entanto, também se comprovou que ao 

nível dos segmentos podem ter uma melhor performance, especialmente no das TIC. O valor 

obtido para uma IPO foi um valor entre 17,673,519.42€ e 18,771,515.84€.  

Em suma, apesar do grupo estar a produzir o esperado, deve esperar antes de se tornar cotado, 

pois os segmentos ainda podem melhorar. 
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Abstract 

 

The Loop Co is a group that started as a single company focused on circular economy through 

e-commerce. Since then, the single company has become a group with participation in 4 

companies, whose main business segments are e-commerce and ICT maintaining its focus on 

circular economy. With the situation that is present in the world, circular economy, e-commerce 

and ICT became essential in the life of the people. 

Therefore, it is of tremendous interest to evaluate a non-listed group that has as main focus the 

essential segments in the world right now. This evaluation was done by segment (e-commerce 

and ICT) and considering the group as a whole. To do so, 2 valuation types were carried out, 

the DCF model and relative valuation.  

As the 2 models use different tools, the results obtained by them were different. As the group 

is not listed, the values obtained through relative valuation are regarded as the most relevant, 

considering the market and the group financial data. 

It was seen that the group as a whole is performing according to their budget expectations, as 

the results obtained by the models were very similar. However, it was also possible to see that 

the segments, especially ICT could be performing better. The value achieved for an IPO of the 

group was a value between 17,673,519.42€ and 18,771,515.84€.  

It was concluded that, besides the results of the group being similar to the ones expected, the 

group should wait before becoming listed, as its segments can still improve their performance. 
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Introduction 

 

For an investor to know the value to pay for a share of a company, or for the shareholders of a 

company to know the fair value of the company that they invested in, it is important to realize 

a fair valuation of the company in question. With this in mind, the goal of this project is to 

realize a valuation of Loop Co equity. Hence the fair value obtained will provide information 

to the company if it is a good opportunity to list the company on the stock exchange. 

The decision of evaluating this company comes up by putting together the situation in 

the world and the company’s main business segments. This company has as its main sectors e-

commerce and ICT. Besides these segments, the company has a strong involvement in the 

circular economy. Combining these segments with the pandemic shows the relevance of valuing 

a firm whose business field consists of the aforementioned segments. These sectors had a boost 

with the pandemic as most people were not able to leave their homes or because it was important 

to develop solutions to achieve better software to adapt life to this situation. The circular 

economy was also impacted because the financial crisis imposed on people the need to buy 

products which were not completely new.  

In this sense, the beginning of the project is composed by the literature review where it 

is presented theoretical information according to different authors about methods and tools used 

in a valuation of a company. The next step is an analysis of the industry where the company 

has its bases. Following this topic, we have an overview of the company itself that contains a 

brief history of the company, its business segments and products, and their shareholders.  

The last step is to collect and organize the company’s financial data to evaluate it. To 

obtain the fair value of the company through the process of valuation it is necessary to define, 

before starting the evaluation, the main assumptions, analyze some market elements, and select 

the methods to evaluate the company. In the end, it is important to compare the results obtained 

with the 2 different methods to understand where the company is situated concerning the 

market. In this comparison, it is also done a sensitivity analysis to study the impact of a small 

change in WACC and g, and also what are the values of these variables that permit the most 

similar EQV between DCF and multiples approach. 
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1. Literature Review 

 

1.1 Valuation 

 

Independently of being financial or real, every asset has a value. The secret to invest and 

manage successfully these assets consists in understanding the value, as well as its sources 

(Damodaran, 2002). 

According to Damodaran (2002), valuation can be useful in different roles as portfolio 

management, acquisition analysis and corporate finance. 

Regarding portfolio management, Damodaran (2002) states that the role played by 

valuation is determined by the investment philosophy of the investor, concluding that valuation 

plays a larger role as the more active the investor is. 

In relation to acquisition analysis, Damodaran (2002) emphasizes that valuation has an 

essential role, because it can decide the action the bidding firm is going to take regarding the 

proposal to buy, and also if the selling firm accepts or rejects the proposal. Koller et al (2015) 

also point that companies that present a greater return on capital than their cost of capital, are 

creating value. Damodaran (2002) states that firms have to take in account some factors in 

relation to valuation as the synergy on the combined value of both firms, effects caused by 

changing management and restructuring the target firm. Finally, Damodaran (2002) points to a 

significant problem in takeover valuation, which is the fact that target firms are very optimistic 

in estimating value.  

Lastly, Damodaran (2002) affirms that the goal of corporate finance is to maximize the 

value of the firm, being necessary to delineate the relationship between financial decisions, 

corporate strategy and firm value. Koller et al (2015) state that companies that confuse 

maximizing short-term profit and creating shareholder value, put both at risk.  Damodaran 

(2002) also emphasizes that the key to making value-increasing decisions is to understand the 

relationship between the value of the firm and its projects, the way that these projects are 

financed and its dividend policy. 

In conclusion, Damodaran (2002) explains that valuation is not an objective exercise, 

because all of the preconceptions and biases that the analyst has are factors that will contribute 

to the computation of value. 
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1.1.1 Discounted Cash Flow Valuation Method (DCF) 

 

According to Koller et al (2015), the valuation of the company is based on the net present value 

(NPV) of its future free cash flows, which are discounted at an appropriate discount rate. 

 

𝑁𝑃𝑉 =  ∑
𝐹𝐶𝐹𝑡

(1+𝑟)𝑡
𝑛
𝑡=0    (1) 

 

Steiger (2008) also states a different possibility to analyze a company's value using 

discounted cash flows is the adjusted present value (APV). APV is a very similar to NPV but it 

first only considers pure equity financing and then adds the present value of any financing side 

effect (Steiser, 2008) 

Steiger (2008) still emphasizes that the process of valuing a company with the DCF 

method has different stages, like predicting future free cash flows, determining the weighted 

average cost of capital (WACC) and identifying the terminal value. 

𝐶𝑜𝑚𝑝𝑎𝑛𝑦 𝑉𝑎𝑙𝑢𝑒 = 𝑁𝑃𝑉 + 𝑇𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝑉𝑎𝑙𝑢𝑒 (2) 

Koller et al (2015) add that it is also needed to compute the value of non-operating 

assets, debt and nonequity claims. Koller et al (2015) finalize by emphasizing that in order to 

calculate the value of common equity the value of the sum of debt and other nonequity claims 

should be subtracted from the enterprise value. 

 

1.1.1.1 Free Cash Flow to Equity (FCFE) 

 

Damodaran (2002) emphasizes that FCFE is the conversion of the net income to a cash flow by 

subtracting out a firm’s reinvestment needs, being that the cash flow available to be paid out as 

dividends or stock buybacks.  

𝐹𝐶𝐹𝐸 = 𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒 − ( 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛) − (𝐶ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑁𝑜𝑛 −

𝐶𝑎𝑠ℎ 𝑊𝑜𝑟𝑘𝑖𝑛𝑔 𝐶𝑎𝑝𝑖𝑡𝑎𝑙) + (𝑁𝑒𝑤 𝐷𝑒𝑏𝑡 𝐼𝑠𝑠𝑢𝑒𝑑 − 𝐷𝑒𝑏𝑡 𝑅𝑒𝑝𝑎𝑦𝑚𝑒𝑛𝑡𝑠)  (3) 

Damodaran (2002), affirms that there is a simple way to calculate FCFE if net capital 

expenditures (Capital Expenditures - Depreciation) and working capital changes are financed 

by a fixed mix of debt (ẟ) and equity. 

𝐹𝐶𝐹𝐸 = 𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒 − (𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒𝑠 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛)(1 − 𝛿) −

(𝑊𝑜𝑟𝑘𝑖𝑛𝑔 𝐶𝑎𝑝𝑖𝑡𝑎𝑙)(1 − 𝛿)  (4) 
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Damodaran (2002), states that the value of the firm according to this approach is equal 

to the value of the FCFE discounted at the cost of equity (rate of return required by equity 

investors in the firm). 

𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝐸𝑞𝑢𝑖𝑡𝑦 =  ∑
𝐹𝐶𝐹𝐸𝑡

(1+𝑘𝑒)𝑡
𝑡=𝑛
𝑡=1   (5) 

 

1.1.1.2 Free Cash Flow to the firm (FCFF) 

 

Abate and Grant (2001), affirm that the sum of the cashflows to all claim holders in the firm is 

the FCFF and there are two ways of measuring it. The first one, according to Damodaran (2002), 

is to add up the cashflows to the claim holders. 

𝐹𝐶𝐹𝐹 = 𝐹𝐶𝐹𝐸 + 𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝐸𝑥𝑝𝑒𝑛𝑠𝑒 (1 − 𝑡𝑎𝑥 𝑟𝑎𝑡𝑒) + 𝑃𝑟𝑖𝑛𝑐𝑖𝑝𝑎𝑙 𝑅𝑒𝑝𝑎𝑦𝑚𝑒𝑛𝑡𝑠 −

𝑁𝑒𝑤 𝐷𝑒𝑏𝑡 𝐼𝑠𝑠𝑢𝑒𝑠 + 𝑃𝑟𝑒𝑓𝑒𝑟𝑟𝑒𝑑 𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠 (6) 

Damodaran (2002) states that the second way, and a simpler one, is to estimate the cash 

flows prior to any of these claims. 

𝐹𝐶𝐹𝐹 = 𝐸𝐵𝐼𝑇 (1 − 𝑡𝑎𝑥 𝑟𝑎𝑡𝑒) + 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 − 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 −△

𝑊𝑜𝑟𝑘𝑖𝑛𝑔 𝐶𝑎𝑝𝑖𝑡𝑎𝑙  (7) 

So, the value of the firm by this approach, according to Koller et al (2015), is achieved 

by the sum of the discounted expected cash flows to the firm at the weighted average cost of 

capital 

𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝐹𝑖𝑟𝑚 = ∑
𝐹𝐶𝐹𝐹𝑡

(1+𝑊𝐴𝐶𝐶)𝑡
𝑡=𝑛
𝑡=1  (8) 

1.1.1.3 Risk-free Asset 

 

Oosthuizen et al (2013) emphasize that an asset to be risk-free has to have certainty in expected 

returns, meaning that the actual return has to be always equal to the expected return. In order 

for this to happen, Damodaran (2002) states that the asset has to meet some conditions. The 

first one is that there cannot be default risk, meaning that the only securities with a chance to 

be risk free are government securities. In the second condition, Damodaran (2002) affirms that 

it cannot be exposed to reinvestment risk. 
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1.1.1.4 Equity Risk Premium 

 

The equity risk premium is the representation of the surplus of the expected return on the stock 

market over the risk-free rate (Claus et al, 1999). However, Damodaran (2002) states that how 

the risk is measured and how the risk measure is converted into an expected return that 

compensates for risk is where the disagreement remains.  

In order to estimate an appropriate risk premium to use, there are different risk and 

return models.  CAPM (Capital Asset Pricing Model) that according to Koller et al (2015), 

defines the risk of a stock as its sensitivity to the market as a whole. Damodaran (2002) also 

states that the measure of market risk is done by measuring beta against the market portfolio. 

APM (Arbitrage Pricing Model) where Koller et al (2015) affirm that investments that have the 

same exposure to market risk have to trade at the same price and that the measure of market 

risk is done by measuring beta against multiple market risk factors.  And, finally, the Multi-

Factor Model that Damodaran (2002) emphasizes that this model has the same assumptions of 

APM and that in order to measure Market Risk the betas are measured against multiple macro-

economic factors. 

 

1.1.1.5 Beta Coefficient 

 

According to Isakov (1997), beta is a good measure of risk and is strongly related to return. In 

order to estimate betas, Koller et al (2015) emphasize that the standard procedure is to regress 

stock returns (Rj) against returns on the market (Rm), 

𝑅𝑗 = 𝑎 + 𝑏𝑅𝑚   (9) 

where a is the intercept from the regression and b the slope of the regression, being this one 

equal to  

𝐶𝑂𝑉(𝑅𝑗,𝑅𝑚)

𝜎𝑚
2     (10) 

According to Damodaran (2002), the beta in the CAPM is the risk added by the 

investment to a market portfolio, while in APM and Multi-factor model, every beta of each 

factor has to be measured. 
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1.1.1.5 Cost of Equity (Ke) 

 

Damodaran (2002) affirms that the cost of equity can be defined by the rate of return that 

investors require on an equity investment in a firm. Koller et al (2015) define that the cost of 

equity is the most difficult component of WACC to compute. According to Steiser (2008), the 

cost of equity is determined with the help of the capital asset pricing model (CAPM). 

𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑅𝑒𝑡𝑢𝑟𝑛 = 𝑅𝑖𝑠𝑘𝑓𝑟𝑒𝑒 𝑅𝑎𝑡𝑒 + 𝛽𝑗  (𝑅𝑖𝑠𝑘 𝑃𝑟𝑒𝑚𝑖𝑢𝑚𝑗)  (11) 

 

1.1.1.6 Cost of Debt (Kd) 

 

Steiser (2008) emphasizes that the cost of the debt measures the interest that the company has 

to pay in the outstanding debt. Koller et al (2015) state that the cost of debt should be determined 

by several variables.  The riskless rate, as the riskless rate increases, the cost of debt also 

increases.; Default risk, where the larger the default risk, the larger the cost of debt. And, 

finally, the tax advantage associated with debt, that since the interest is tax deductible, the 

after-tax cost of debt is also a function of the tax rate. 

𝐴𝑓𝑡𝑒𝑟 𝑡𝑎𝑥 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 = 𝑃𝑟𝑒 − 𝑇𝑎𝑥 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 (1 − 𝑡𝑎𝑥 𝑟𝑎𝑡𝑒) (12) 

 

1.1.1.7 Weighted Average Cost of Capital (WACC) 

 

Steiser (2008) affirms that the rate used to discount the free cash flows is called WACC, and 

that is one of the most important factors in the DCF model, because a small change in this rate 

will affect largely the firm value. Steiser (2008) also affirms that the computation of the WACC 

is done by weighting the sources of capital of the company and then multiplying by their 

respective costs. 

𝑊𝐴𝐶𝐶 = 𝑘𝑑(1 − 𝑡) ∗
𝐷

𝐷+𝐸
+ 𝑘𝑒

𝐸

𝐷+𝐸
   (13) 
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1.1.1.8 Terminal Value 

 

Steiser (2008) states that the NPV of all future cash flows that accrue after the time period 

where the scenario analysis happens is the definition of terminal value. The terminal value’s 

growth rate is assumed constant and that this perpetual growth rate, together with WACC as 

discount rate, allow the use of a simple dividend (or cash flow) model to determine the terminal 

value according to Steiser (2008). 

𝑇𝑉 = ∑
𝐹𝐶𝐹𝑇𝑉(1+𝛿)𝑛

(1+𝑟)𝑛
∞
𝑛=1 =

𝐹𝐶𝐹𝑇𝑉(1+𝛿)

(𝑟−𝛿)
   (14) 

1.1.1.9 Economic Value Added (EVA) 

 

EVA is the net profit of a firm after the deduction of the cost of the employed (or invested) 

capital, being in this way a better measure of company performance than accounting profit 

(Brealey et al, 2001). This definition, according to Geiser et al (2003), delineates the inputs 

needed to the EVA computation, such as the cost of capital, the capital invested in those 

investments and their return of capital. 

𝐸𝑉𝐴 = (𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 − 𝐶𝑜𝑠𝑡 𝑜𝑓 𝐶𝑎𝑝𝑖𝑡𝑎𝑙)(𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑)  (15) 

 

1.1.1.10 Return on Invested Capital (ROIC) 

 

According to Koller et al (2015), ROIC can be defined by the return that the company earns on 

each euro invested in it. Koller et al (2015) also state that the longer the company sustains a 

rate of return higher than the cost of capital, the more value it will create. 

𝑅𝑂𝐼𝐶 =
𝑁𝑂𝑃𝐿𝐴𝑇

𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝐶𝑎𝑝𝑖𝑡𝑎𝑙
 (16) 

1.1.1.11 Net Operating Profit Less Adjusted Taxes (NOPLAT) 

 

Koller et al (2015) emphasize that NOPLAT is the total after tax operating income made by the 

company, that is available to all investors. 

𝑁𝑂𝑃𝐿𝐴𝑇 = 𝐸𝐵𝐼𝑇 (1 − 𝑡𝑎𝑥) (17) 
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1.1.1.12 Valuation of young or start-up firms 

 

According to Damodaran (2002), the value of a young, start-up firm can be defined by the 

computation of the present value of expected cash flows from its operations, through estimates 

of these cash flows. Damodaran (2002) also states that these expected cash flows may require 

going to unusual sources of information such as historical financial statements and the valuation 

of comparable firms. 

 

1.2 Multiples 

 

Koller et al (2015) define multiples as an assumption that a company will be worth some 

multiple of future earnings or book value. Damodaran (2002) affirms that there are three types 

of multiples to be studied, earning multiples (Price Earnings Ratio, Price Earnings to Growth 

Ratio, Enterprise Value to EBITDA ratio), book value multiples (Price to Book ratio, Value to 

Book ratio) and Revenue multiples (Price to Sales ratio, Enterprise Value to Sales ratio). 

 

1.2.1 Price Earnings Ratio (PE) 

 

Koller et al (2015) emphasize that the ratio of the market price per share to the earnings per 

share is the definition of PE multiple. 

𝑃𝐸 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑃𝑟𝑖𝑐𝑒 𝑝𝑒𝑟 𝑠ℎ𝑎𝑟𝑒

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝑝𝑒𝑟 𝑠ℎ𝑎𝑟𝑒
  (18) 

 

1.2.2 Price Earnings to Growth Ratio (PEG) 

 

According to Damodaran (2002), this ratio is the coefficient between the PE ratio and the 

expected growth rate. 

𝑃𝐸𝐺 𝑟𝑎𝑡𝑖𝑜 =
𝑃𝐸 𝑟𝑎𝑡𝑖𝑜

𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝐺𝑟𝑜𝑤𝑡ℎ 𝑅𝑎𝑎𝑡𝑒
    (19) 
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1.2.3 Enterprise Value to EBITDA multiple (EV/EBITDA) 

 

Damodaran (2002) states that the EV/EBITDA multiple is the relation between the total market 

value of the firm to the earnings before interest, taxes and depreciation and amortization of the 

firm (EBITDA). 

𝐸𝑉

𝐸𝐵𝐼𝑇𝐷𝐴
=

𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝐸𝑞𝑢𝑖𝑡𝑦+𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝐷𝑒𝑏𝑡−𝐶𝑎𝑠ℎ

𝐸𝐵𝐼𝑇𝐷𝐴
  (20) 

 

1.2.4 Price to Book ratio (PBV) 

 

The price to book ratio is obtained by dividing the market price per share by the current book 

value of equity per share. (Shittu et al, 2016). 

𝑃𝐵𝑉 =
𝑃𝑟𝑖𝑐𝑒 𝑝𝑒𝑟 𝑠ℎ𝑎𝑟𝑒

𝐵𝑜𝑜𝑘 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦 𝑝𝑒𝑟 𝑠ℎ𝑎𝑟𝑒
 (21) 

1.2.5 Value to Book Ratio 

 

According to Damodaran (2002), the value to book ratio is obtained by computing the 

coefficient between the market value of both debt and equity and the book value of capital 

invested in a firm. 

𝑉𝑎𝑙𝑢𝑒 𝑡𝑜 𝐵𝑜𝑜𝑘 𝑅𝑎𝑡𝑖𝑜 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝐸𝑞𝑢𝑖𝑡𝑦+𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝐷𝑒𝑏𝑡

𝐵𝑜𝑜𝑘 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝐸𝑞𝑢𝑖𝑡𝑦+𝐵𝑜𝑜𝑘 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝐷𝑒𝑏𝑡 
 (22) 

 

1.2.6 Price to Sales Ratio 

 

Shittu et al (2016) emphasize that the Price to Sales ratio is the relation between the market 

value of equity and revenues. 

𝑃𝑟𝑖𝑐𝑒 𝑡𝑜 𝑆𝑎𝑙𝑒𝑠 𝑅𝑎𝑡𝑖𝑜 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓𝐸𝑞𝑢𝑖𝑡𝑦

𝑅𝑒𝑣𝑒𝑛𝑢𝑒𝑠
  (23) 
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1.2.7 Enterprise Value to Sales Ratio (EV to Sales Ratio) 

 

Damodaran (2002) affirms that to compute this ratio is computed by dividing the total market 

value of the firm by the revenue. 

𝐸𝑉 𝑡𝑜 𝑆𝑎𝑙𝑒𝑠 𝑅𝑎𝑡𝑖𝑜 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝐸𝑞𝑢𝑖𝑡𝑦+𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 𝐷𝑒𝑏𝑡−𝐶𝑎𝑠ℎ

𝑅𝑒𝑣𝑒𝑛𝑢𝑒𝑠
  (24) 
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2. Industry Overview 

 

2.1 E-commerce Industry 

 

According to INE and IDC, more than 80% of the Portuguese use the Internet, and nearly 46% 

do their purchases online. This research also expects that in 2025, this value goes up and reaches 

the mark of 59%. However, the percentage of people that do utilize the webstores to do 

purchases in foreign stores is larger than the ones that do it in Portuguese stores. This parameter 

can change in the future due to the emergence of many new Portuguese online stores. 

The value of the e-commerce market (B2C plus B2B), in Portugal, reached 96,000 

million of euros in 2019, and it is expected that in 2020 this value can reach 110,600 million of 

euros. If it is only considered the B2C market, the value in 2019 was 6,000 million euros, 

representing 2.9% of the Portuguese GDP, and in 2020 the market reached a value of 8,000 

million of euros. This raise is explained by the pandemic that drastically changed the habits of 

the consumers and companies. 

The pandemic has also changed the behavior regarding online shopping; as 60% of the 

online consumers affirmed that they have increased the amount of their online purchases, and 

73% of the consumers do it, in average, more than 3 to 5 times a month. The categories that 

had a major increase, in the online sector, due the pandemic were food and beverage, which 

previously had no expression at al.  

In 2019 the profile of the Portuguese online shopper was a person that does almost 14 

purchases a year with an average spending of 39.70€, that in each purchase bought 3 products, 

and the average annual spending was 548.40€. 

Due to this intensive growth, in 2021 is expected the appearance of new trends that will 

approximate, even more, the consumer to the physical shop environment without leaving their 

own houses. There are 5 trends that will be more noticeable in this year: 

 

• Virtual reality and augmented reality: Although the existence of the virtual 

shops was already seen in 2020, in 2021 it is expected that more and more 

companies will create this type of initiative.  The firms are feeling the need of 

giving a true experience of a physical store to the consumer through interactive 

experiences, closing down the gap between physical and online stores. 

• Voice Commerce: Voice commerce can be defined as the commerce that is 

done through a voice assistant (Mauri, 2019) as the ones that is possible to find 
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in smartphones (Siri, Alexa...). This will follow the tendency that people are 

increasing their searches on the internet by this method because it is very 

practical and permits multitasking. 

• Alternative paying methods: It is expected that the sellers will incorporate even 

more methods like apple pay, PayPal, mbway and cryptocurrency in their 

payment methods. This will bring a lot of practicality to the payment, as the 

transactions will be easier to do and process, more than compensating for the 

disadvantages of these methods. 

• Artificial Intelligence and Chatbots: Besides not being a recent topic, artificial 

intelligence will be more and more important to these businesses as it allows for 

a great optimization and personalization in the process of the purchase. The 

chatbots will also help the approximation to the customer, as it is an intelligent 

artificial tool that can read and respond to the customer questions, and so can be 

available at every time to the customer. 

• Mobile Commerce: Mobile shopping is the commerce that is done through a 

mobile device such as a smartphone or a tablet, and this is already contributing 

to the exponential growth of e-commerce due to permitting everyone to do their 

shopping wherever they are. This is possible because nowadays everyone has a 

smartphone and in almost everywhere, it is possible to access some type of 

internet. It is expected that 73% of all of e-commerce will happen through 

mobile commerce.  

 

It is expected that with the situation that is happening in the world, and with the help of 

these 5 trends, the e-commerce market will reach a growth of 30% worldwide and 20% in 

Portugal. 
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2.2 ICT Industry 

 

The market of ICT in Portugal has been rising in recent years, and besides being initially 

predicted to grow 2.2% in 2019 and reach 8,240 million of euros of market volume, however 

the growth was even bigger reaching a value of 8,384 million euros. The analysis of the first 

months of 2020 showed the beginning of the impact of the pandemic in this sector and the 

importance of ICT in the lives of the people in this situation revealing that the services of 

messages and video calls had a rise of 50% in the world. Another fact that explains the success 

and importance of ICT in 2020 is that Novabase, the leading company in the Portuguese market, 

was the only listed company in PSI20 that had a positive variation in net results, having a 

variation of 193%, due to a growth of 14% in their revenues. Another important fact is an 

analysis that Bank of Portugal did in the beginning of 2020 which affirms that the companies 

that operate in the ICT market are growing faster than the others. 

The director of Facebook in Portugal stated that technologies are having a fundamental 

part in this pandemic, performing diverse functions from permitting the authorities to reach the 

public with important messages, as well as saving businesses from closing, and making people 

feel closer or even helping to identify the virus. 

Another study, which is centered in Portuguese spin-offs and start-ups revealed that the 

majority of the companies inquired are related to ICT, performing 40% of the sectoral diversity. 

Besides all of this, IDC revealed that after an inquiry, the companies spent less in ITC 

meaning a decrease of 1.7% in 2020.  According to IDC the market of ITC in Portugal will 

grow 0.9% every year until 2024 reaching a value of 8,948 million euros. 

It is expected that this market continues to expand in Portugal, and that in 2021, 30% of 

the economy will be digitalized, which means a fast growth of 8% when compared to 2018. 
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3. Company Overview 

 

3.1 Company’s History 

 

The Loop Company was born in 2016 named after the project Book in Loop, with the goal of 

taking out of the families’ budget the excessive burden that schoolbooks represented. This was 

an instant success, because the company permitted families to save up to 80% of their usual 

expenses with this process. This project consists in a circular economy where families can sell 

their children’s past yearbooks to the company, and buy the new year’s books at a great 

discount. 

With the success of Book in Loop, the company understood the great opportunity that 

the circular economy was presenting, and so in 2019 it launched BabyLoop. An e-commerce 

store with the same system of Book in Loop, permitting everyone to sell and buy the necessary 

equipment for raising a baby. 

The company has received the first venture investment impact in Portugal. This 

combined with the experience gained in both projects permitted the company to grow in 3 

different areas: circular economy, social innovation and technology. That combination of 

factors was so important that it even led to the change of name to The Loop Company. 

With the social and sustainability concerns that the 2 projects raised, the company 

agreed to a partnership with Gulbenkian leading to the launch of UniLoop. A program that 

presents health and sustainability benefits to university students based in behavioral economics. 

As all of these projects had their base in technology, it was built a team with all the 

technical skills in hardware and software. The team is incubated in the European Space Agency, 

providing services to different companies to meet the challenges of disruption on traditional 

markets. 

The company started with only 3 people, and because of all the success, the company 

now has various collaborators who help to develop projects in different areas and 3 subsidiaries: 

Loop Circular, Loop Future and Bild Analytics. 
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3.2 Business Segments 

 

As said before, since the year of its foundation, the company has increased the areas of business. 

Before reaching this point, the majority of the activity was the purchase and sale of 

schoolbooks, and for that purpose only one company was needed, Book in Loop. In 2019 was 

created the first subsidiary, Loop Circular, followed by Loop Future in 2020, and during this 

time the company also bought 70% of the company Bild Analytics. This means that until 2019, 

all of the revenues and costs were concentrated only in Book in Loop. This situation changed 

in 2020, where operational activities were moved to Loop Circular and the software activities 

were moved to Loop Future. 

 

Book in Loop 

The first company to be born, the company that gave the first name to the enterprise, and which 

is now the holding company. In 2018 it had revenues of 561,843.00€, representing an increase 

of 49.92%, which was quite positive. However, in 2019, revenues decreased 29.03%, reaching 

a value of 398,760.68€. This decrease can be explained by the fact that 2019 was the first year 

that the Portuguese government decreed that all students of public schools would have the books 

for free.  In 2020, the operational and software activities were transferred to Loop Circular and 

Loop Future, respectively, and so the revenues of Book in Loop decreased to 277,361.06€, 

being these referred to more social projects. In these, the company provides services related to 

circular economy such as the spin project where it worked with schools and municipalities. 

Uniloop where the company tries to bring the concept of circular economy to university campus 

and a project called city point that in collaboration with municipalities created a solution that 

tries to extol the importance of living in society by rewarding citizens when they complete an 

action that benefits the common good. 

 

Loop Circular 

This subsidiary was created in 2019, but besides that, there were no revenues attributed to this 

company. Only in 2020, when the operational activities, like BabyLoop, were transferred to the 

company, were obtained revenues of 585,067.75€. This was an identical value to the revenues 

of Book in Loop in 2018, but it can be considered a better result because it is only considering 
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operational activities. This means that the revenues of this sector of the company increased a 

lot compared to 2019. In 2021, it is expected that this subsidiary will have a decrease of 43.24%, 

representing a value of 332,040.00€. It is a big decrease but when comparing the EBITDA of 

both years, it can be concluded that the business is becoming more efficient because even with 

the decrease in sales, EBITDA is expected to increase 35.01% from -234,442.59 € to -

152,358.00€. 

 

Loop Future 

Created in 2020, this subsidiary has the responsibility of providing services in the ICT market 

and in the first year of activity had revenues of 589,223.71€. This is a value greater than the 

best year of Book in Loop, and being the only one of the 3 (Book in Loop, Loop Circular and 

Loop Future) to have a positive net profit of 118,747.83€. In 2021, the company expects an 

increase of 191.56% in revenues and EBITDA 5.6x times higher than the one achieved in 2020. 

In this segment, several projects were developed from a collaboration with TicketLine in order 

to improve their interface, to a small device called JACOB - a solution to improve workplace 

health & safety IOT for the construction industry workforce. 

 

Bild Analytics 

Bild Analytics was created in 2018 as a spin-off of NOVA IMS by 2 students. In 2019, the 

company had an investment made by (?) Loop Co that helped to create the necessary means to 

grow the company. This investment also represented the purchase of 70% of the company by 

the group. The core of the business is the implementation of analytic solutions focusing on 

Business Intelligence and Data Science. Since its creation the company has increased its 

revenues every year, reaching the values of 32,019.00€ in 2018, 445,092.09 € in 2019 and 

1,028,281.57 € in 2020, respectively. These results show that the company has been doing the 

right thing, but it became even more clear by the fact that it also achieved a positive net profit 

in every year of activity. It is also possible to conclude that the investment made in this company 

resulted in a huge rise of the revenues. In 2021 it is expected that the company will maintain 

this tendency reaching revenues of 1,677,425.00€ and an EBITDA of 426,627.00€. 
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Source: Group Annual Report 2020 

 

 

 

 

 

 

Source: Group Projections 2021 

 

  

Table 1 - Sales, Cost of Revenues and EBITDA of all companies in 2020 

Table 2 - Sales, Cost of Revenues and EBITDA of all companies in 2021 
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3.3 Ownership Structure 

 

The group is not listed in any stock exchange market. Even though there is no other participation 

in the group except from the 4 owners, however, some of the subsidiaries are not totally owned 

by the group. 

The holding company, Book in Loop, and the most recent subsidiary (Loop Future) are 

100% owned by the group. In the case of Loop Circular, 75% of the participation belongs to 

the group, with the rest of the participation owned by “Fundo Bem Comum” and “Fundo Para 

A Inovação Social”, with 10% and 15%, respectively.  

Regarding Bild Analytics, as said before, the co-founders own 30% of the company, 

with the remaining 70% being owned by the group.  

  

Figure 1 - Ownership Structure of each company - Author’s own illustration 
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3.4 The Future of The Loop Co 

 

After the decision of the Portuguese government to offer schoolbooks to every student of public 

schools, the company was obliged to reformulate its business. The reformulation that resulted 

from this process is the company that, as already explained, became an expert in developing 

solutions in the circular economy and software solutions that can be used in different business 

models. 

The group is now established in the market, and recently launched a software called 

Loop Operating System (Loop OS). This system can be used by any store that is planning to 

launch or already has a service of recovery and sale of any product. Loop OS is not exclusive 

for companies that have activity regarding social economy but for every type of business. With 

the biggest companies starting to look to the circular economy as a new way of making money, 

The Loop Co can be pivotal due to their expertise and to the service that it provides. The service 

provided by the company is unique because of the quality control through which the products 

pass before being sold. 

Besides the boost predicted in the national market, the company in 2020 launched the 

service of purchase and sale of schoolbooks in Spain. This represented the first step in the brand 

internationalization. The Loop Co is currently working with one of the biggest Spanish brands 

to launch a pilot project. It is expected that if the pilot goes well and the company reaches a 

deal with the brand, that it will be necessary to open a delegation in Spain. 

More recently, the company announced that it is the newest business partner of Appian. 

This company helps organizations to withdraw everything from its resources in order to 

improve results by building apps and workflows quickly. The Loop Co believes that with this 

partnership it will revolutionize the consumer experience and reach an automatized and simpler 

future. 
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4. The Loop Co Valuation 

 

4.1 Valuation Assumptions 

 

The goal of this project is to obtain a fair evaluation of The Loop Co. In order to do that it is 

needed to define assumptions. The first one is the method that is going to be used in the 

valuation. The company is going to be evaluated by the Discounted Cash Flow - Free Cash 

Flow to the Firm and by relative valuation (multiples). Another very important premise that has 

to be established is the time horizon the valuation is going to cover. In the case of The Loop 

Co, the valuation will cover 5 years, between 2021 and 2025.  

Both of these assumptions are very important because they are the ones that guarantee 

the evaluation is fairly done and not biased.  The 5-year period will oblige that the valuation 

takes into account different conditions associated with the company, instead of only one year. 

At the end of the fifth year, it will be considered a continuing value with a constant growth rate. 

 

4.1.1 Revenues 

 

Book in Loop 

As said before, the revenues of the holding company have been decreasing since the division 

of the activities by the subsidiaries in 2019.  This tendency is expected to be continued in 2021, 

however with a lower decrease than the one seen in 2020. Besides this fact, the revenues of the 

company have, in 2021, a forecasted monthly average growth of 4%. This rate is considered as 

the growth of the company in 2022. Looking at the company revenues evolution, one can see 

that revenues are starting to become stable, and therefore for the rest of the year, it is expected 

that these will be growing at the pace of the economy. 

𝐸𝑐𝑜𝑛𝑜𝑚𝑦 𝑃𝑎𝑐𝑒 = 𝐼𝑛𝑓𝑙𝑎𝑡𝑖𝑜𝑛 𝑅𝑎𝑡𝑒 + 𝐺𝐷𝑃 𝑅𝑎𝑡𝑒 (25) 

Considering this formula, the company will have a stable growth rate in the next few 

years, and then from 2025 (inclusive) forwards the company will grow at a rate of 3.27%. 

 

 

 

 

Source: Statista, Own Calculation and Estimations 

 Table 3- Book in Loop growth rate 2020-2025F 
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With the values presented, it is forecasted that the holding company will reach a revenue 

value of 276,442.30€ in 2025. 

 

 

 

Source: Book in Loop Annual Report, Own Estimates 

 

Loop Circular 

Created in 2019, the company only had revenues in 2020 and the forecast for 2021 is that 

revenues decrease in 2021. Once again, this decrease is not seen in the forecasted average 

monthly growth rate that is equal to 39%, decreasing to 22% if it is only considered the last 6 

months and to 5% considering only the last 2. The pace of the company in 2021 is the expected 

for a company that has not had many activity years, in other words, the revenues grow faster in 

the beginning and then become relatively stable. Taking this into account it was considered that 

the growth rates of the next 3 years are the ones referred above. For the remaining years, as in 

Book in Loop revenues should grow at the pace of the economy. 

  

 

Source: Statista, Own Calculation and Estimations 

 

Considering these values, it is expected that Loop Circular reaches a value of 

610,560.23€ in 2025. 

 

 

Source: Loop Circular Annual Report, Own Estimates 

  

Table 4 - Book in Loop revenues 2019-2025F 

Table 5 - Loop Circular growth rate 2021F-2025F 

Table 6 - Loop Circular Revenues (in million €) 2019-2025F 
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Loop Future 

The most recent subsidiary, created in 2020, and the one with the highest value of revenues in 

2020 reaching 589,223.71€, is the one where the group expects the highest raise in 2021. The 

forecast for 2021 is that the company will grow 191.56%. However, as seen in the other 

companies the forecasted average monthly growth rate is very different, only 15%, and so this 

will be the forecast for the growth rate in 2022. In 2023, the growth rate will be the average 

monthly rate considered only in the last 6 months of 2021. In the remaining years, the company 

will grow at the pace of the economy. 

 

 

 

Source: Statista, Own Calculation and Estimations 

  

 

Considering these growth rates, the company expects that in 2025 the revenues value 

will be 2,285,005.89€. 

Source: Loop Future Annual Report, Own Estimates 

 

Bild Analytics 

A company that was not created by the group, but grew a lot after the investments made by it 

reached more than a million in revenues in 2020. This represented a growth of 131.03% 

considering the revenues of 2019. In this company, it is possible to see that the growth rates are 

starting to decrease: 247.52% in 2019, 131.03% in 2020 and it is forecasted that in 2021 the 

growth rate will be 63.13%. In 2022, the growth rate used will be the average monthly growth 

rate forecasted for 2021 and from 2023the company will grow at the economy’s pace. 

Source: Statista, Own Calculation and Estimations 

 

 

Table 7 - Loop Future growth rate 2021F-2025F 

Table 8- Loop Future Revenues (in million €) 2020-2025F 

Table 9- Bild Analytics growth rate 2019-2025F 
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Accordingly, it is forecasted that in 2025 the revenues of Bild Analytics will reach a 

value of 2,013,221.77€. 

Source: Bild Analytics Annual Report, Own Estimates 

 

The Loop Co. 

The revenues of the group are the sum of every company. However, in the case of Loop 

Circular, the group only considers 75% of the revenues, and only 70% in the case of Bild 

Analytics. It is important also to note that until 2020 the revenues of the group were the same 

as Book in Loop, as it was the only company that existed. In 2025, the group should reach a 

revenue of 4,428,623.60€. 

Source: The Loop Co Annual Report, Own Estimates 

 

 

4.1.2 Cost of Revenues 

 

Koller et al. (2015) states that cost of sales should be forecasted taking in account the revenues 

because it is one of the indicators that is driven by them. The Cost of Sales/Revenues ratio is 

different in each company.  

 

Book in Loop 

The holding company has been decreasing its Cost of Sales/Revenues ratio since 2019, having 

107.74% in 2019, 102.48% in 2020 and a forecasted ratio for 2021 of 63.10%. As referred 

previously this company is expected to grow from 2021 at the pace of economy. For this reason, 

it is also forecasted that this ratio will be the same in every year from 2021, reaching a cost of 

sales of 174,431.66€ in 2025. (APPENDIX 1) 

 

Loop Circular 

The first subsidiary had an even worse ratio in 2020, meaning that the cost of sales represented 

115.80% of the revenues of the company. In 2021, the company forecasts that this ratio will 

decrease to 65.97%. This value means that the company decreased the ratio more than half than 

Table 10 - Bild Analytics Revenues in million € 2019-2025F 

Table 11 - The Loop Co Revenues (in million €) 2017-2025F 
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in the previous year. Therefore, for 2022, it is assumed that the ratio will be decreasing in the 

same proportion reaching 37.22%. The remaining years will maintain the same ratio, being 

expected a cost of sales of 227,250.52€ in 2025. (APPENDIX 2) 

 

Loop Future 

Regarding Loop Future the ratio in 2020 was 31.02%, a very good result compared with the 

rest of the companies. In 2021, the company forecasts that the ratio will go down to 9.53%, a 

very small ratio. However, it is assumed that 2021 will be a year off and that the company 

cannot maintain a small ratio like this. Therefore, for the remaining years, starting in 2022, the 

ratio considered will be an average of the ratios of the 2 previous years, reaching a ratio of 

20.27%. Considering this, it is forecasted that the cost of sales in 2025 will be 463,211.09€. 

(APPENDIX 3) 

 

Bild Analytics 

The ratio of Bild Analytics in 2019 is very similar to the one from Loop Future, 35.15%. In 

2020, the value increased to 42.25%, and in 2021, it is forecasted to reach a value of 34.07%. 

The values are very close to each other, and for that reason to calculate the ratio of the remaining 

years, was computed the average of the 3 ratios already presented. Therefore, the ratio that was 

used from 2022 until 2025 is 37.16%, meaning that the cost of sales in 2025 is forecasted to be 

748,091.88€. (APPENDIX 4) 

 

Loop Co 

As said in the revenues section, when calculating the cost of sales of the group, it is also needed 

to take into account the participation that the group has in every company. After the 

calculations, it is possible to see that from 2019 to 2020, the cost of sales had a significant 

increase, but the ratio decreased from 107.74% to 58.18%. This value is forecasted to decrease 

even more in 2021, before becoming stable at a value around 28.5%. It is predicted that the cost 

of sales of the group in 2025 will reach 1,315,163.35€. (APPENDIX 5) 
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4.1.3 Other Revenues and Expenses 

 

It is important to clarify what are the revenues and expenses included in this item. Other 

revenues are the ones that came from government subsidies and in the case of Book in Loop 

were also summed the profits made by the subsidiaries. Other expenses were considered staff 

costs and selling and administrative expenses. The method used to compute the estimates of 

these items was the same used previously, the ratio compared to the revenues of the company. 

 

Book in Loop 

When calculating the ratios for this company, it was seen that, regarding other revenues the 

company had a ratio Other Revenues/Revenues of 52.56% in 2019, 61.10% in 2020 and a 

forecasted ratio of 34.27% in 2021. For the year of 2022, it was assumed an average of the 

ratios of the last 3 years, reaching a value of 49.31%. This value was used for the remaining 

year representing a total of other revenues of 136,313.70€ in 2025. Regarding staff costs, 

selling, and administration it was possible to conclude that the Staff Costs/Revenues, Selling, 

and Administrative/Revenue’s ratios were very similar in 2019, 2020 and 2021. Considering 

this, the ratios used for the remaining years were an average of these 3 years, resulting in a ratio 

of 53.22% for staff costs and a ratio of 4.96% for other expenses. These ratios mean that in 

2025 the company will have staff costs of 147,122.59€ and 13,711.54€ of selling and 

administrative expenses. (APPENDIX 6) 

 

Loop Circular 

In the case of Loop Circular, the assumptions were almost the same as in the holding company. 

The only exception was the case of other revenues, because the ratio of 2020 was 0.00006%. 

As this value is residual and that the forecasted value to 2021 is a ratio of 1.43% it was assumed 

that, the other revenues will be for the remaining years 1% of the revenues. The ratios of the 

rest of the items were calculated with the average of the ratios of 2020 and 2021, resulting in a 

ratio of 53.18% in the case of staff costs and 0.85% regarding selling and administrative 

expenses. These values will maintain for the remaining years. Considering this, it is expected 

that in 2026 the company will have other revenues of 6,105.60€, staff costs of 324,695.93€ and 

selling and administrative expenses of 5,204.82€. (APPENDIX 7) 
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Loop Future 

Regarding the most recent subsidiary, all the ratios for 2022 were calculated computing the 

average of the ratios of 2020 and 2021, becoming stable for the rest of the years. It was 

established a ratio of 4.38% for other revenues, materialized in a value of 100,066.57€ in 2025. 

Regarding staff costs, in 2025 the value will be 1,044,674.70€ resulting from a ratio of 45.72%. 

The lowest value is the one from selling and administrative selling expenses, 10,568.87€, that 

resulted from a ratio of 0.46%. (APPENDIX 8) 

 

Bild Analytics 

This company presented for the other revenues a ratio of 0% in 2019 and 2020, and a forecasted 

ratio of 1.93% in 2021. For this reason, it was assumed that the ratio for the remaining years 

would be similar to the one in 2021, meaning 2% of the revenues in each year. In the case of 

staff costs, the method was the same as before, the average of the ratios between 2019 and 2021, 

resulting in a ratio of 44.14%. The ratios in the case of selling and administrative expenses were 

0.17% in 2019, 0% in 2020 and a forecasted ratio of 0.19%. Considering this, the ratios for the 

remaining years will be the average of the ratios of 2019 and 2021, resulting in a ratio of 0.18%. 

Considering this information, the value in 2026 for other revenues will be 40,264.44€, 

personnel costs of 888,554.43€ and selling and administrative expenses of 3,623.80€. 

(APPENDIX 9) 

 

Loop Co 

As in the other items, these are also computed by the sum of the values of each company, taking 

into account the participation of the group in each company. This means that the group will 

reach in 2025 values of 268,252.10€ of other revenues, 2,037,612.36€ of personnel costs and 

29,255.30€ of other expenses. (APPENDIX 10) 

 

4.1.4 Depreciation and Amortization 

 

Regarding depreciation and amortization, it is possible to divide the 4 companies in 2 groups. 

The ones that present depreciation, amortization, and the ones that do not. The last group is 

only composed by Bild Analytics, which never presented depreciation and amortization, and it 

was assumed that it would continue like that. Book in Loop presented every year and Loop 

Circular and Loop Future presented in the only year of activity. Contrary to the other items, the 

group did not present forecasts of depreciation for 2021. In order to compute the data for the 
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remaining years, in a fairer way, was consulted the annual reports of the years before to see 

how depreciation was computed. Data was calculated taking into account the values of 

intangible and fixed tangible assets. It was then computed the percentage of the assets being 

depreciated. In order to compute the data for the remaining years, it was assumed that the assets 

would grow at the pace of the economy and an average of the ratios of the past 2 years of Book 

in Loop. In the case of Loop Circular and Loop Future the ratio of 2020 will be the one for the 

remaining years. This information resulted in a value of depreciation and amortization in 2025 

of 25,995.54€ in the case of Book in Loop, a value of 6,759.28€ in the case of Loop Circular 

and 5,812.10€ regarding Loop Future. Loop Co will reach in 2026 a value of 36,877.09€. 

(APPENDIX 11) 

 

4.1.5 Earnings Before Interest and Taxes (EBIT) 

 

The items presented above compute EBIT. However, in the case of Book in Loop it is important 

to refer that, as the holding company will also have revenues from the subsidiaries. 

𝐸𝐵𝐼𝑇 = 𝑅𝑒𝑣𝑒𝑛𝑢𝑒𝑠 − 𝐶𝑜𝑠𝑡 𝑜𝑓 𝑆𝑎𝑙𝑒𝑠 − 𝑆𝑡𝑎𝑓𝑓 𝐶𝑜𝑠𝑡𝑠 + 𝑂𝑡ℎ𝑒𝑟 𝑅𝑒𝑣𝑒𝑛𝑢𝑒𝑠 −

𝑂𝑡ℎ𝑒𝑟 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠 − 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑎𝑛𝑑 𝐴𝑚𝑜𝑟𝑡𝑖𝑧𝑎𝑡𝑖𝑜𝑛 (26) 

In all the companies, and subsequently in the group, EBIT has a rising trend. 

(APPENDIX 12) 

 

4.1.6 Effective Tax Rate 

 

Regarding the tax rate, the companies can also be divided into 2 groups. The ones that always 

presented a positive tax rate and the ones that had years where their EBT (Earnings Before 

Taxes) were negative and so the tax rate had to be also negative. Loop Future and Bild Analytics 

had a positive tax rate every year (Loop Future only has 1 year of activity), and for that reason 

the tax rate from 2021 forward was an average of the previous years. This represented a tax rate 

of 3.90% in the case of Bild Analytics and 1% in Loop Future (tax rate of 2020). Regarding 

Book in Loop the tax rate of 2020 was positive, contrary to the year before, and so it was 

predicted that for the remaining years the tax rate would be the same (1.51%). In the case of 

Loop Circular, the tax rate in 2020, only year of activity, was negative. However, for the 

remaining years it is expected a positive EBT, and for that reason the tax rate must also be 

positive. As there is no historical data of positive tax rates, it was forecasted a tax rate similar 
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to the other companies (1%). Regarding the group, the tax rate will be a value around 1.65%. 

(APPENDIX 13) 

 

4.1.7 Capital Expenditures (CAPEX) 

 

According to Moltchanski et al (2010), CAPEX are purchases of property, plant and equipment 

or other assets that are strictly physical in nature. In the case of these companies there are 3 

different situations. Book in Loop and the group has a whole have decreasing tendency 

becoming stable in the last years. Loop Circular and Loop Futures have a decreasing tendency 

in the beginning, and then Capex in both companies starts to increase. Bild Analytics does not 

have Capex due to the fact that it does not present fixed tangible assets and depreciation in its 

reports. (APPENDIX 14)  

 

4.1.8 Working Capital (WC) 

 

According to Pinku et al (2018), Working capital represents one of the most important measures 

of firm efficiency because it reflects the ability of a company to meet day-to-day operating 

expenses. Pinku et al (2018) also state that working capital acts as an indicator of the short-term 

financial health of the company. All the companies and the group, follow the same pattern of 

having positive variations in each year’s working capital. The only exception was in Book in 

Loop from 2019 to 2020 where the working capital suffered a significant decrease. Book in 

Loop is also an exception because it is the only one with negative working capital in every year 

(except in 2019). This means that the holding company is the only one with more current 

liabilities than current assets. (APPENDIX 15)  

 

4.2 Discounted Cash Flow of The Loop Co. 

 

The evaluation of the group was done by 2 different ways, by industry and an evaluation of the 

group as a whole. As said before the company has activity in 2 different industries, e-commerce 

and ICT. In the case of e-commerce, it was only considered the valuation of Loop Circular, and 

in the ICT industry, it was considered both Loop Future and Bild Analytics. Book in Loop, as 

the holding company, is only considered in the group valuation. 
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4.2.1 Free Cash Flow to the Firm (FCFF) 

 

As referred in the literature review, to calculate FCFF are necessary 5 items: EBIT; Taxes; 

Depreciation and Amortization; Capital Expenditures; and the variation in Working Capital. 

This calculation was made in the 2 segments of the company and in the case of the group as 

whole. 

 

E-commerce  

Regarding e-commerce it was computed by multiplying the indicators of Loop Circular by 0.75 

(percentage owned by the group). This means that this segment is expected to have an increase 

in FCFF as the years go by, besides having a negative Free Cash Flow to the Firm in 2021. It is 

expected to have a Free Cash Flow to the Firm of 38,622.38€ in 2025. (APPENDIX 16) 

 

ICT 

The process of ICT was very similar to e-commerce but besides multiplying the indicators of 

both companies by the participation owned by the group, it was also summed the indicators of 

both companies. In the case of ICT, FCFF is positive every year and it is expected to have a 

rising tendency in the following years, meaning a value of 1,099,623.34€ in 2025. (APPENDIX 

17) 

 

The Loop Co 

To compute the FCFF of the group it was summed the indicators of the group. FCFF of the 

Loop Co has a very similar pattern to ICT, because it has positive values every year and the 

tendency is that FCFF will be bigger in the next few years. It is expected to have a value of 

1,426,299,70€ in 2025. 

 

Source: Group Annual Reports, Own Calculations 

 Table 12 - FCFF of the group 2021F-2025F (in million €) 
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4.2.2 Cost of Debt 

 

Regarding cost of debt, as said before, it is computed by multiplying the pre-tax cost of debt by 

1 minus the tax rate. Pretax cost of debt is the same as the average rate of interest expense that 

a company has. Regarding the group, the only company that has interest expense is Book in 

Loop, so both segments of the group will have a 0% cost of debt. In the case of the group, the 

cost of debt in 2020 was 1.62%. (APPENDIX 18) 

 

4.2.3 Cost of Equity and WACC 

 

As the group is not a public company, the Debt-to-Equity ratio and the unlevered beta were 

assumed equal to the ones of the industries. In the case of the group, both indicators were 

computed by calculating an average of the ones of the 2 segments. To calculate the levered beta, 

was assumed that the beta of debt was 0 and the following formula was utilized: 

𝛽𝐿𝑒𝑣𝑒𝑟𝑒𝑑 = 𝛽𝑈𝑛𝑙𝑒𝑣𝑒𝑟𝑒𝑑 ∗ (1 +
𝐷

𝐸
∗ (1 − 𝑡)) (27) 

 

To compute the cost of equity it was used CAPM. The risk-free rate and the Equity Risk 

Premium, as the firm is Portuguese, it was considered the rates of Portugal. It was considered a 

risk-free-rate of 0.19% and an Equity Risk Premium of 6.85%. 

 

 

 

 

 

 

 

 

Source: Group Annual Reports, Own Calculations 

  Table 13 - Cost of Equity and WACC of both segments and The Loop CO 
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4.3 Discounted Cash Flow - Valuation Results 

 

After calculating the Free Cash Flow to the firm, having the terminal growth rate and the 

WACC, it is possible to calculate the present value of all cash flows and obtain the Enterprise 

Value by summing them. In order to achieve the Equity Value, it is necessary to add non-

operating assets to the Enterprise Value and then subtract Financial Debt and other non-

operating liabilities.  

 

E-commerce 

Source: Group Annual Report, Own Calculation 

 

ICT 

Source: Group Annual Report, Own Calculation 

 

The Loop Co 

Source: Group Annual Report, Own Calculation 

Table 14 - E-Commerce Equity Value (DCF) in million € 

Table 15 - ICT Equity Value (DCF) in million € 

Table 16 - The Loop Co Equity Value (DCF) in million € 
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In the case of the group as a whole, there are 2 additional factors that should be considered. The 

first one is that whenever a group is evaluated it should be considered a holding discount. These 

discounts normally are considered to be between 10%-20%, with an average of 15%. This 

discount is applied to EV and then, as before, we also have to add non-operating assets, and 

subtract financial debt and other non-operating liabilities. 

Source: Group Annual Report, Own Calculation 

 

 

Another factor to be taken into account is that this evaluation is done with the objective of 

making an IPO. For that reason, it should be noted that it is usual to issue the new shares with 

a discount to guarantee their underpricing. This discount can vary from 11.1% to 16.3% 

according to Tizinit et all (2021). This means that the EQV for the IPO should be a value 

between 17,673,519.42€ and 18,771,515.84€. 

 

 

 

  

Table 17- The Loop Co Equity Value (DCF), with holding discount, 

in million € 
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4.4 Relative Valuation 

 

Koller et al (2015) state that using a relative valuation approach can supply insights and test the 

valuation of a company. As said in the literature review, this valuation is done with multiples. 

Koller et al (2015) also affirm that the process behind using multiples consists of the idea that 

similar assets should sell at similar prices. Damodaran (2002) concludes that in relative 

valuation, the value of the company consists in a derivation of values of comparable firms. The 

relative valuation of this group is also done by segment as well as for the group as a whole. The 

multiples used being EV/EBITDA, EV/SALES and Price to Sales Ratio (P/S). The values used 

regarding these multiples were obtained in the database of Damodaran. The reason to use the 

average market values was that the competitors of the group in analysis are also private 

companies and therefore so, the actual values of their multiples are not known. The values of 

the multiples utilized in the group are the average of the multiples of both segments. In the case 

of EV/EBITDA, the multiple used was the one regarding companies with large R&D, as this 

company belongs to this group. 

It is also important to state that this valuation has the objective to value the company at 

the beginning of 2021; therefore, the values of sales, EBITDA and net income used are the ones 

from the end of 2021. This can be explained by the fact that the company forecasts a big increase 

in sales and EBITDA in 2021, which has a big impact on the valuation of the company. In the 

case of the e-commerce sector, the values used are the ones of 2022 because the EBITDA of 

this sector of the company is negative until 2021. 

Regarding the results, it was possible to compute EQV for every segment and for the 

group using the 3 proposed multiples. In the case of e-commerce, the values obtained for 

EV/EBITDA, EV/SALES and P/S were 19.06, 4.71 and 4.52, respectively. The Equity values 

of the company computed through the multiples were relatively similar, being the one 

calculated with EV/SALES the greatest. Concerning ICT, the values for the 3 multiples were 

20.04, 11.82 and 11.4, following the same order. This segment is the one which obtained higher 

values and the highest difference among them, being once more the EV/SALES multiple the 

one that permitted to achieve the greater value. When using the multiples to evaluate the group, 

the values of the multiples obtained were 19.55 for EV/EBITDA, 8.27 for EV/SALES and 7.96 

for P/S. The valuation of the group through the multiples, besides also having the highest 

valuation in the valuation done through EV/SALES, was the one with smaller differences 

among the 3 processes. 
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E-commerce 

 

 

 

 

 

 

 

Source: Group Annual Report, Own Calculation 

 

ICT 

 

 

 

 

 

 

Source: Group Annual Report, Own Calculation 

 

The Loop Co 

 

 

 

 

 

 

 

 

Source: Group Annual Report, Own Calculation 

 

 

In the case of the Loop Co, as the group is not listed it should be considered an illiquidity 

discount in the value obtained. This discount is normally situated between 10% to 20%, 

having an average of 15%.  

 

Table 18 - E-commerce Equity Value (Relative Valuation) in million € 

 Table 19 - ICT Equity Value (Relative Valuation) in million € 

Table 20 - The Loop Co Equity Value (Relative Valuation) in million 

€ 
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Source: Group Annual Report, Own Calculation 

   Table 21 - The Loop Co Equity Value (Relative Valuation), with non-listed 

discount, in million € 
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4.5 Discounted Cash Flow vs Relative Valuation 

 

Taking into consideration the methods used to evaluate the segments and the group as a whole, 

the results achieved were the following: 

 

 

 

 

 

Source: Group Annual Report, Own Calculation 

 

 

From the above table it is possible to perceive that in almost every method used, except 

for DCF, the highest value belongs to the segment of ICT of the company. It is also possible to 

conclude that this segment is the one with more discrepancies in the values obtained. 

The e-commerce sector is the one that achieved the lowest valuation in every method 

obtained, having the more different result when it was used the EV/SALES multiple. 

Concerning all methods used, it can be concluded that when using multiples involving 

sales, the equity value obtained is higher than the ones computed through EV/EBITDA multiple 

and DCF. These 2 methods are the ones that are more similar in the results obtained. 

The group as a whole has a similar EQV for all the methods, which can mean that the 

group is performing as expected. However, there is a difference of almost 12 million that is 

seen in the valuation of the ICT segment when comparing the values obtained through DCF 

and EV/SALES multiple. This probably means that the sales produced by this segment should 

be translated into a higher Equity Value, in order for the segment to be performing in line with 

the market. 

To finish this comparison, it should be taken into account that the DCF valuation is very 

dependent on the value of WACC, and that a small variation of this indicator can substantially 

change the Enterprise Value. 

  

Table 22 - Equity values of segments and group according to al methods (in million €) 
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4.6 Sensitivity Analysis 

 

The DCF model – FCFF includes in its computation a lot of variables, and the evaluation of a 

company will be affected by each of them. However, it should also be said that not every single 

variable will have the same impact in the final value of the company. To study the effect in the 

valuation induced by a very small change in a variable 2 critical variables were chosen, the final 

growth rate (g) and WACC. The valuations computed above were achieved with a g of 3.27% 

common to every sector but a WACC of 8.67%, 7.57% and 8.20% for the e-commerce sector, 

ICT sector and the group as whole, respectively. 

To understand how the changes in these variables change the value of the company, it 

was constructed a table that presents the EQV with different values for the chosen variables. 

These parameters were subjected to a variation of ±0.4% in the case of WACC and ±0.15% 

regarding g. It should also be noted that the values used in the case of the group were the ones 

without (i.e., before) discounts. 

 

E-commerce 

 

 

 

 

 

Source: Own Calculation 

 

ICT 

 

 

 

 

 

Source: Own Calculation 

 

 

 

 

 

Table 23 - Sensitivity Analysis E-commerce – g and WACC (in million €) 

Table 24 - Sensitivity Analysis ICT – g and WACC (in million €) 
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The Loop Co. 

 

 

 

 

 

Source: Own Calculation 

 

 

As it is possible to see in the tables above, a slight change may induce a substantial fluctuation 

in the equity value. Considering the information provided by these tables, it is possible to 

conclude that with the lowest WACC and the highest g it is achieved the highest EQV. This 

can be explained by the fact that the FCFF is being discounted at the WACC, and so the lower 

the WACC, the higher the present value of the FCFF. As the perpetuity value is positively 

impacted by g, this means that if g increases then the value of the perpetuity also increases. 

If compared the information of these tables with the results obtained in the multiples 

approach, it is possible to see that the values of the variables that are more similar to the values 

computed with the multiples differ in the tables. Regarding e-commerce, the more similar value 

is the lowest WACC and highest g and in the case of the group the more similar results can be 

achieved by the 2 lowest g and the middle WACC, or the 2 highest g combined with the second 

highest WACC. The ICT sector is the most difficult to compare because the multiples approach 

computed values quite different. The lowest value of the multiples is very similar to the one 

obtained with the lowest g and the second lowest WACC and the most similar value to the 

highest value obtained with multiples is the highest value. 

This analysis can provide good insights to the group, as we may see that if some changes 

are made which impact these variables, then the value of the company might improve a lot. 

  

Table 25 - Sensitivity Analysis The Loop Co – g and WACC 

(in million €) 
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5. Conclusion 

 

The process of evaluating a company should be an impartial and objective exercise. However, 

that is impossible to achieve due to all the assumptions and forecasts which are needed to 

evaluate a firm. This means that as much as the process is objective, there will always be a dose 

of subjectivity associated with it. 

In the attempt to overcome this issue, 2 methods were used, the discounted cash flow 

method and relative valuation. This permits a comparison of results in order to achieve a more 

realistic value. To help even more to reduce the subjectivity of the analysis the assumptions and 

forecasts made took into account the historical data and environment of the company. 

This project has the objective to evaluate a very recent group and the 2 more important 

segments of the company. The greatest difficulty of this valuation was the fact that the group is 

very recent and that until 2019, there was only 1 company with activity in the group. The group 

is also not listed and in order to compute some indicators average values of the market were 

used, which can bias the valuation. 

This valuation should be carefully considered as the company belongs to a sector of 

much innovation, which can mean that the values forecasted now might not be representative 

of what is going to happen in the future. It also must be carefully considered because in the 

DCF method it was assumed that from 2025 towards the company would become a perpetuity, 

which is not what happens in the majority of cases. Another factor that should be considered is 

the fact that this valuation was done by the sum of the parts method. This means that we did 

not compute minority interests, as we valued directly each stake of the group considering the 

respective percentage of interest. 

The comparison of the results was analyzed and it can be concluded that the group as a 

whole is performing as expected. However, it was also seen that the ICT sector could perform 

even better. For a recent group it was possible to perceive the evaluation of their profits and it 

can be deduced that the company is growing in both segments.  

To summarize, as the relative valuation gives a perspective of what values the company 

should be reaching. According to the value obtained, it is not recommended to become a listed 

company yet, because almost all values of relative valuation were greater than the ones achieved 

through DCF method.  However, if the group surpasses the forecasts done in this valuation and 

continues to grow generating value, it should be possible to see The Loop Co as a listed 

company in the near future. 
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As said before, this valuation should be taken carefully, due to all limitations already 

referred, such as the fact of the company not being listed and the need to use market averages. 

In the future, to obtain a better valuation, this should be done when it may be possible to have 

more historical financial data, from the period when the company become a group with all 4 

companies. It should also be done, if possible, with data relative to the company instead of using 

market averages. 
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