Journal of Physics: Conference Series 2018 vol.1141 N1

Interval forecast of financial indicators of a company
value based on a regression on principal components

Yakupova N., Kadochnikova E., Zulfakarova L., Zapparova Z.
Kazan Federal University, 420008, Kremlevskaya 18, Kazan, Russia

Abstract

© 2018 Institute of Physics Publishing. All rights reserved. The article emphasizes the need to
forecast financial indicators in order to assess the value of a company in the interests of its
owners and investors. This proves the need for using econometric models to measure
quantitative economic interrelations of net profit as the main indicator of cash flow and internal
factors of growth. The result of the study is an interval forecast estimate of the net profit of the
trading company. The authors propose the construction of the forecast of net profit based on
regression on the main components in the conditions of collinearity of regressors - indicators of
the financial state of the company. Empirical results are obtained in Gretl's software
environment in order to reveal the interrelationships of net profit and growth factors on the
basis of specific economic data. The study confirmed the existence of a causal relationship
between the net profit of the trading company and the turnover of inventory. In future research
it is possible to apply the methodological approach presented in the article to obtain prognostic
estimates of profit based on regression with non-financial indicators of the company and
environmental factors, taking into account qualitative factors and territorial features of
business.

http://dx.doi.org/10.1088/1742-6596/1141/1/012020

Keywords

confidence interval of a forecast, forecast, main components, multicollinearity, multiple
regression, profit

References

[1] 2007 Business Valuation: An Integrated Theory 2nd Edition (Z. Christopher Mercer, Travis W. Harms John Wiley
&Sons, Inc) 288

[2] Hitchner James R. 2006 Financial Valuation - Applications and Models 2-nd edition (Hoboken, New Jersey: John
Wiley &Sons, Inc.) 1368

[3] Brosel G., Matschke M.J. and Olbrich M. 2012 Valuation of entrepreneurial businesses International Journal of
Entrepreneurial Venturing 4 239-256

[4] Reilly Robert F. and Schweihs Robert P. 2006 The Handbook of Advanced Business Valuation (McGraw-Hill) 512

[5] 2000 Valuation: Measuring and Managing the Value of Companies 3rd Edition (McKinsey & Company Inc., Tom
Copeland, Tim Koller, Jack Murrin) 508

[6] Yakupova N.M., Levachkova S.J., Kadochnikova E.I. and Beilin I. L. 2017 Measurement Of Cost Factors: Evidence
From Trading Companies International Journal of Economic Perspectives 11 794-802


http://dx.doi.org/10.1088/1742-6596/1141/1/012020

[7]
(8]

[9]

(10]

[11]

Antill Nick and Lee Kenneth 2008 Company Valuation Under IFRS: Interpreting and Forecasting Accounts Using
International Financial Reporting Standards (Harriman House Publihing) 406

1994 Guide to Business Valuations (Jay E. Fishman, Shannon P. Pratt, J. Clifford Griffith, D. Keith Wilson. -
Practitioners Publishing Company (USA))

Absalyamov T., Kundakchyan R, Zulfakarova L and Zapparova Z. 2017 Modeling the assessment of the
economic factors impact on the development of social entrepreneurship Journal of Physics: Conference Series
936 Art. No. 012059

Zulfakarova L.F., Kundakchyan R.M., Vakhitova T.M. and Gadelshina L.A. 2016 Profit forecast as a tool to
improve enterprises competitiveness Academy of Strategic Management Journal 15 89-95

Li H.-Y., Zhao Q.-B. and Chen Y.-Q. 2014 Beijing Ligong Daxue Xuebao 34 (Transaction of Beijing Institute of
Technology) Study on the factors affecting disclosure of profit forecasts of IPO companies -based on structural
equation model 140-143

[12] Janiszewski S. Principals of Financial Modelling Foundations of Management 3 75-88

[13]

Yakupov N.M., Kvon G.M., Salahieva M.F., Kadochnikova E.I. and Lelyukh A.V. 2017 Integral assessment of the
enterprise investment attractiveness: Testing the hypothesis of non-conformity to investor's interests Journal of
Engineering and Applied Sciences 12 4922-4926



