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Abstracts

With the continuous development of the Internet, the network economy and the
network companies also develop increasingly sophisticated. In the Network Economy,
M&A phenomenon can be seen everywhere, so the need to assess network companies
has become increasingly urgent. However, due to many differences between
traditional companies and network companies, such as network companies with high
fixed costs and low marginal costs of operating characteristics, therefore when we
evaluate the value of network companies, not all traditional valuation methods are
applicable to all network companies. And also because the special features of network
companies, it generate some valuation methods that are just suitable for network
companies, such as Market Capitalization/Visitors model, Site Traffic Ranking
Adjustment Method and so on.

When we assess the network companies, we must pay attention to the stage of
the network companies. When the network companies are still in the development of
early stage, not yet profitable, the traditional evaluation methods, such as discounted
cash flow method, P/E method, will be meaningless in this situation. When the
network companies have grown mature, begin to generate stabilize earnings, the
classic method:discounted cash flow method would be the best assessment methods.
When we assess the network companies, we must also have to distinguish whether the
network companies have been listed or non-listed. As for listed network companies,
because they have considerable strength and relevant stock market information, the
valuation method is more perfect. On this basis, this article use the discounted cash
flow method to estimate the value of Tecent, and compare the intrinsic value and the
market value about Tecent. And for non-listed network companies, because they have
not stock information, it is difficult to assess. In this article, the author put forward the
multiple linear regression model to assess non-listed network companies, but this
method can only apply in a small part of non-listed network companies with strength
and power. And we must also have to improve the accuracy of the method.

Due to more and more network companies appear on the market, merger,



acquisition and so on, how to assess the network companies fairly and efficiently has
attracted people’s attention. We must assess the value of the network companies
accurately and fairly, because it can provide standard and basis for the [IPO, M & A
activities and other economic activities, it can also make the network companies
develop continuously, rapidly and healthily. So it is important to combine the current
method of valuation theory and the particular characteristics of the network
companies. In this paper, the issues about network company valuation are discussed

and then the author put forward some own opinion.

Key Words: Network Companies; Valuation; Discounted Cash Flow Technique
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