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TBR Is A Function Of CE Growth and, PE 
and ROE

All expressed in terms of PE, ROE, CE Growth

Fundamental Value Growth

= PE1 x CE1 – PE0 x CE0

PE0 x CE0

Free Cashflow Yield

= CE1 - Δ Capital

PE0 x CE0

= CE0 (1 + CE Growth %)   x PE1
– PE0

CE0 x PE0

= (1+ CE Growth %) x PE1 - 1

PE0

= CE1 – (CE1 – CE0 )
RO
E1

RO
E0

= CE0 x [(1 + CE Growth %) – {(1 + CE Growth %)/ROE1 -
1/ROE0}]/(CE0 x PE0)

PE0 x CE0

= [(1 + CE Growth %) – {(1 + CE Growth %)/ROE1 -
1/ROE0}]/PE0

* ROE, = Capital, hence Capital = ROE; 
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