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Rationale Source of data

* Market capitalization and total revenue are
selected to further investigate the effect of NASIBING SH0ES 69 @ B [PIE 2022
company size on overall financial performance ¢ 3094 observations included
of a firm.

Obijective Hypothesis

* To examine how strong is the relationship of « Company with larger revenue has a larger
market capitalization and total revenue market capitalisation

Methodology

* Regression model
* Dependent variable (Y): Market Capitalization (in log)
* Independent variable (X): Total Revenue (in log)



Regression Model

o (19 . ) Valuation & Consulting
« Regress Market Capitalization (in log) (Y) on Total Revenue (in log) (X)

Regression results:

Multiple R of 0.699 indicates a moderate positive relationship

Regression Statistics

Multiple R Yo between the independent and dependent variables
R Square 0.48809335

Adjusted R Square 0.487927845 . . . . .
Standard Error I R2 value of 48.8% of the variation in total revenue is explained by the

Observations 3095 . . .
market capitalization

Significance F
Regression 1 1634.399 1634.399 2949.117 i)* The result is statistically significant as
Residual 1714.139 0.554199 it gives a significance level that is less
Total 3348.538 of 0.05

* The regression line is:

 y = Market Capitalization (log
transformed) = 3.6065

+ (0.6007) * Total Revenue (log

transformed)

=» Total revenue is positively correlated with market capitalization at 5% significance level.

Coefficients Standard Error b Stat P-value
Intercept 3.606456919 0.091000374 39.63123 3.8E-278
Total Revenue [Log 0.600706257 0.011061554 54.30578 0




Linear Regression of Market Capitalization {in Log) on Total Revenue (in Log)
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Conclusion

* Regression model 3 shows strong positive
correlation between X and Y variables at 5%
significance level as expected.

* Hence, it is concluded that firms with higher
revenue generation are correlated with larger
market capitalisation.

* The high R square also supports the use of
revenue as a key variable to estimate valuation
of a company.

* This is just a starting point, the research can be
extended to compare the level of correlation
for different industries, different market etc.
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Notice and Disclaimer

Prior written consent of Valtech Valuation Advisory Ltd "Valtech" is required if you intend to reproduce,
distribute or otherwise use any non-text contents (including but not limited to photographs, graphics,
drawings, diagrams, audio files and video files) found on in this material in any way or for any purpose.

Disclaimer: Valtech Valuation Advisory Ltd "Valtech" shall not accept any responsibility for any loss or
damage arising from the use of the information within this presentation material. Materials in the
presentation material are distributed without responsibility on the part of Valtech for the loss occasioned
by any person acting or refraining from acting as a result of any view expressed therein.
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