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Abstract

Paper mainly though theoretical analyze and empirically study to confirm PE,
PB,PEGPERG model Shareholding valuation effect using different reference
company selecting standards and different multiplier calculations. Thereby we
propose various ways of improving valuation precision of relative valuation
model .The most important discovery is finding a method of selecting reference
company in the same industry with Fuzzy Degree of Nearness.

Through theoretical analysis, we found price-earnings ratio and pricing-book
ratio does not consider some important factors, such as: dividend payout ratio,
earnings per share growth, return on equity, cost of capital. In this article, through
empirically study in the industry of machinery, equipment and apparatus
manufacturing, electricity gas and water supply, wholesale and retail trade, we found
it will greatly improve the valuation accuracy of the PE and PB ratios when using
Fuzzy Degree of Nearness to select reference companies . The accuracy of this method
is higher than the method of average, median, harmonic mean, earnings per share size,
and capital structure and some other method of selecting companies. In conclusion, it
is accuracy to use price-earnings ratio when pricing-book ratio is high ,and it is
accuracy to use pricing-book ratio when pricing-book ratio is low . In the empirically
study of PEG, and PERG multiplier in above three industries and found that it is not
satisfying to use these multiplier when the stock market of in our country in the
non-steady state .In the end we propose some suggestions of improving the accuracy
of the relative valuation method,and pointed out follow-up study should solved
problem.

Key words: Multiples P/E  P/B  Fuzzy Degree of Nearness
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