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Differences Between Valuation by Management
and Valuation by Investors:
Problems in Evaluating Valuation Using MM theorem
Arising from Asymmetry of Information

Osamu Shintani

Abstract

In recent years, valuations have also been based on the Modigliani-Miller theorem. However, recent
research has shown that there is an asymmetry of information between managers and investors, and it is
thought that the perfect capital market, which is the prerequisite of MM theory, does not exist.
Furthermore, the current situation is that investment factors such as PER and PBR used in investment
practice clearly deviate from MM theorem. Based on this current situation, this paper examines the
possibility that while managers valuation using the DCF method, which is based on MM theory,
investors valuation using the EQCF method, which is different from that method. We developed two
hypotheses and explained their contents. We also proposed five verification issues that can be deduced

from the two hypotheses and set them as tasks for future empirical analysis.
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