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This presentation was prepared exclusively for the benefit and use of the members of Western Capital Markets (“WCM”) for the
purpose of teaching and discussing financial and investment matters. This presentation is proprietary to WCM .

The information and any analyses contained in this presentation are taken from, or based upon, information obtained from the
WCM Executive Team or from publicly available sources. Any information taken from external literature is appropriately
referenced. The completeness and accuracy of this presentation cannot be assured by WCM.

To the extent projections and financial analyses are set forth herein, they may be based on estimated financial performance
prepared by WCM and are intended only to suggest reasonable ranges of results. Any calculations or value ranges indicated
herein are preliminary and should not be construed as opinions of WCM or their individual members as to value, fair market
value, or target prices at which a transaction would be considered fair from a financial point of view and must not be relied upon
or disclosed as constituting such a document or opinion.

WCM does not take liability for any inaccurate information, and is not liable for any investment advice. Before acting on any
information, from WCM or external sources, you should contact a Certified Financial Advisor.

Disclaimer 



Table of Contents

Disclaimer

I. Current Events Overview

II. 6 Pillars of Finance



I. Current Events Overview



▪ Endeavor, a holding company for talent and media agencies, pulled back on its offering as it expects a 

lower price range and number of shares to be sold

▪ Said to be attributable to Peloton’s share performance as it has since dropped 11% since going public 

on September 26th, marking the second-biggest initial decline of any IPO that raised at least $500 

million this year

▪ For the fiscal year ended in June, Peloton’s loss more than quadrupled to $196 million while its 

revenue more than doubled to $915 million

Endeavor Pulls IPO after Peloton's Poor Debut

Endeavor Pulls IPO Amidst Cooling IPO Market

IPO Market in 2019

▪ The formerly hot IPO market has chilled of late with $4.7 billion in proceeds raised 

from 18 IPOs in Q1 2019, the lowest number since Q1 2016 

▪ WeWork parent’s valuation dropped as investor enthusiasm has tempered as 

company financials show big growth but a lack of profit, and founders with outsize 

control limit effective corporate governance

▪ The stock market has also swung this year amid trade tensions between the U.S. and 

China and a fight between the Trump administration and the Federal Reserve over 

interest rates
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▪ Altria Group, Inc. is an American producer of tobacco and cigarettes 

focusing on the domestic market, selling through its popular Marlboro 

brand

▪ In March of 2008, Altria spun off its international wing, Philip Morris 

(PMI), arguing its focus on emerging markets and foreign corporate 

ownership would enable it to grow faster and unencumbered by stricter 

regulatory restraints at home and falling US consumption 

– Today, PMI carries less debt than Altria (with a net debt to EBITDA 

of 2.1x vs Altria’s 2.6x)

– Net of currency conversions, PMI also posted revenue and earnings 

growth in its most recent quarter

▪ Today, the two companies have a combined pro-forma market value of 

over $220 billion, and the no-premium merger proposed would be the 

sixth largest in history 

▪ PMI shareholders would have a 57% stake in the combined company, 

with Altria shareholders owning the remainder

A Shared History - The Marlboro Family

PMI / Altria Merger Goes Up In Smoke
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PMI / Altria Merger Goes Up In Smoke

Why Buy? Why Did It Fall Apart?

▪ In December of 2018, Altria acquired a 35% stake in JUUL Labs, a 

California-based e-cigarette company, for $12.8 billion

▪ PMI offers “heat-not-burn” IQOS products that have sold well 

abroad, which recently gained marketing regulatory approval in 

the US, and acquired a majority stake in a Swiss nicotine patch 

maker in June

▪ PMI intended to use cash flows from the traditional cigarette 

business to help fund its expansion into electronic products and 

heated tobacco, giving it further control over the tobacco and 

alternative markets 

▪ On the day of announcement, Altria shares traded 4% lower, while 

PMI shares fell 8% on fears that the deal would dilute the 

premium valuation PMI has attained for its growth 

– PMI shares traded at 15x FY Earnings vs Altria at 11x

▪ On September 11th, the Trump administration began examining 

whether to ban flavoured e-cigarettes, which account for 80% of 

JUUL’s revenue, after over 400 cases of a mysterious “vaping 

illness” arose

– Many potential international markets, such as India, have 

already banned vapes, as has San Francisco  

– A write-down is now likely for the $12.8 billion investment

▪ Altria attempted to recover by ousting JUUL CEO Kevin Burns 

and replacing him with Altria’s Chief Growth Officer 

▪ PMI retreated from merger talks on September 25th, 2019
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▪ Investment banks provide capital raising and advisory 

services to institutions and governments 

▪ Act as intermediaries between buyers and sellers in 

transactions and take a fee for services 

▪ Activities include valuation/company analysis, due 

diligence, industry research

▪ Investment bankers are engaged by buyers and sellers in 

corporate transactions

Industry Overview

Investment Banking (1 / 2) 

Functions 

Advisory Capital Markets

M&A

Restructuring 

Activism 

Equity Capital 

Debt Capital 

Leveraged Finance

Categories of Investment Banks 

Boutiques Bulge Brackets & Full-Service Banks



Investment Banking (2 / 2) 

What Investment Bankers Do

How is the specialized medical 
technology industry performing 

this year?

How is M&A activity trending 
in the radio broadcasting 

industry?

What multiple should this 
company be priced at?

What growth assumptions are 
reasonable for this business?

What is revenue concentration 
like for this business?

Is there renegotiation risk for 
supplier contracts?

How is the QoE?

How do we get the buyer 
comfortable with this price?

Is this business poised for 
success?

1 2 3 4

Industry Research Valuations Due Diligence Presentations

Typical Sell-Side Process

Bank wins 
advisory 
mandate

Prepare 
presentations & 

perform sell-side 
due diligence

Presentations & 
negotiations with 

potential 
acquirers 

1st/2nd round 
bidding + buy-

side due 
diligence

Sign & execute



Sales (Primary) 

Fixed Income 

Equity

Derivatives

▪ Sales & Trading provides advisory and execution for 

origination and market-making of all types of securities

▪ Sales team focuses on executing securities origination (i.e. 

selling products to the primary market)

▪ Trading team focuses on executing client trades and 

market-making (constant buying/selling to keep liquidity)

▪ Receives a commission for primary market sales, 

commission for client trades, and P&L for market-making

Industry Overview

Sales & Trading (1 / 2) 

Functions 

Origination and Trading Process

Debt or Equity 
Capital Markets 

team wins 
mandate

Prepare 
marketing &
due diligence

Fixed Income or 
Equity Sales 

team contacts 
investors

Investors sell 
new securities on 

the secondary 
market

Trading team 
focuses on 

market-making

Trading (Secondary)

Credits / Rates

Cash Equities/ ETFs

Swaps / Futures



Sales & Trading (2 / 2) 

What Securities Do Sales and Traders Work With?

Debt Underwriting and Distribution (IG and HY)

Corporate Credit Trading (IG and HY)

Government Debt and Advisory Services

Money Market Instruments

Strips

Asset and Mortgage –Backed Securities

Securitization

REPOs

Agriculture and Energy Commodities

Foreign Exchange

Fixed Income Derivatives (i.e. CDS)

Equities

Equity Underwriting and Distribution

Cash Equities

Equity Derivatives

Prime Services

Equity Options

Exchange Traded Funds

Absolute Return/Arbitrage

Portfolio and Index Trading

Electronic/Algo-Trading 

Fixed Income, Currencies & Commodities (FICC) Functions 



▪ Research and in-depth analysis on equity and debt to 

provide investment recommendations 

▪ Generate research reports, often sold to institutions and 

investors to guide investment decisions 

▪ Buy-side analysts focus on investment idea generation, 

whereas sell-side analysts give BUY, HOLD or SELL 

recommendations

▪ Most well-recognized banks have equity research arms

Industry Overview

Equity & Debt Research

Example Firms

Research Reports 

Sample Report

https://www.mergersandinquisitions.com/equity-research-report/


▪ Use of investor capital to acquire large (often majority) 

stakes within public/private companies 

▪ Numerous strategies, with the Leveraged Buyout being the 

most commonly deployed 

▪ Longer holding periods (2 - 10+ years) and higher returns 

realized through use of leverage, operational changes and 

larger scale investments 

Industry Overview

Private Equity (1 / 2) 

Example Firms

Key Tasks 

1 2 3 4

Raising Capital Valuations Due Diligence Portfolio Management

Gathering funds for investments Financial & industry analysis Studying businesses and 
potential opportunities

Managing investments



Private Equity (2 / 2) 

Strategy Type of PE Firm Description 

Venture Capital VC Early stage, usually cash flow negative

Growth Capital Small– Mid Tier
High CAPEX, growing fast, 

equity/debt instruments

Mezzanine Financing Small – Mid Tier 
Hybrid products (subordinated debt, 

convertible securities)

Leveraged Buyout Buyout (All Sizes) High leverage, focus on value creation 

Distressed Buyout Buyout (All Sizes)
Struggling companies, focus is 

restructuring/turnaround



▪ Venture Capital is a form of financing that is provided by 

firms or funds to small, early-stage, emerging firms 

▪ Financing comes in the form of both equity and debt 

▪ Higher return profile driven by higher growth prospects of 

early stage/growing companies

▪ Industry on the rise, following a slowdown in M&A and 

IPO activity in 2015/2016

Industry Overview

Venture Capital

Example Firms

VC Process 

Fundraising 
Investment 
Evaluation

Investment & 
Capital 

Allocation 

Governance + 
Business Growth 

Exit & Distribute 
Returns



▪ Asset Managers use investor capital to buy secondary 

market securities, usually not 100% of a company

▪ Focuses on allocating investments across asset classes, but 

depends on fund’s mandate 

▪ Shorter holding periods (1 - 12 months) and returns driven 

by the use of margin (leverage) and price arbitrage

Industry Overview

Asset Management (1 / 2) 

Example Firms

Key Tasks 

1 2 3 4

Raising Capital Valuations Arbitrage Strategy Portfolio Management

Gathering funds for 
investments 

Financial & industry 
analysis

Studying business and 
market dynamics

Managing investments



Strategy Description

Long/Short Equity Takes a long and short position in equity and equity derivatives, but not 100% hedged

Merger Arbitrage
Buying and selling securities of two companies that are merging, position is based on expectations of 

whether merger will close

Convertible Arbitrage
Purchasing Fixed Income Securities with convertible options and taking a position on the underlying 

equity securities

Capital Structure Arbitrage
Taking long and short positions of various levels of a company’s debt to find mispricing 

(i.e. long sub-debt, short senior bonds)

Global Macro
Take positions based on large economic and political changes by betting on interest rates, currencies, 

and commodities (ex. George Soros)

Asset Management (2 / 2) 



How Does It Fit Together?

Case Example: The Life of Uber

The year is 2010. Uber is one year old. 

It has launched an initial beta test. 

It needs more capital to expand into San Francisco and the greater Bay Area. 

It doesn’t have access to debt financing because it has no collateral.

What should Uber do?



Case Example: The Life of Uber

Oct 
2010

Jan 
2018

?

Venture Capital

▪ What happened? Uber obtained early-stage and 

growth equity financing while remaining private

▪ How much? $24.7 billion

▪ Why? Expand geographic coverage and portfolio of 

services 

How Does It Fit Together?



Case Example: The Life of Uber

The year is 2018. Uber now has a wide variety of services in its portfolio:

It is also wildly unprofitable and reported a net loss of $997 million in 2018 on revenue of 

$11.270 billion. 

It needs to expand and adjust its business model to improve profitability. 

What should Uber do?

How Does It Fit Together?



Case Example: The Life of Uber

Oct 
2010

Jan 
2018

Sept 
2018

Venture Capital

▪ What happened? Uber obtained early-stage and 

growth equity financing while remaining private

▪ How much? $24.7 billion

▪ Why? Expand geographic coverage and portfolio of 

services 

Investment Banking

▪ What happened? Uber hired Goldman Sachs and Morgan 

Stanley to lead its IPO

▪ How many banks in total? 29 separate underwriters

▪ Why? Offer early investors liquidity from their positions 

and raise additional capital to gain profitability

How Does It Fit Together?



Case Example: The Life of Uber

Mar 
2019

?

Asset Management

▪ What happened? 

Underwriters 

commenced a “road 

show” to sell to 

potential investors

Investment BankingSales & Trading

▪ What happened? Major 

institutional investors 

bought into the IPO 

prior to trading

▪ What happened? Banks 

structure and promote 

Uber stock, working 

alongside the Banking 

team

How Does It Fit Together?



Case Example: The Life of Uber

The month is June 2019. Uber has just reported Q1 2019 earnings. 

It has reported Q1 revenue of $3.10 billion and net loss of $1.01 billion.

Revenue is up 20%, but Q1 2018 posted net income of $3.75 billion.

What does this mean? What do public markets investors need?

How Does It Fit Together?



Case Example: The Life of Uber

Mar
2019

June 
2019

Asset Management

▪ What happened? 

Underwriters 

commenced a “road 

show” to sell to 

potential investors

Investment BankingSales & Trading

▪ What happened? Major 

institutional investors 

bought into the IPO 

prior to trading

▪ What happened? Banks 

structure and promote 

Uber stock, working 

alongside the Banking 

team

Equity Research

▪ What happened? Equity 

research arms of major 

banks issue an updated 

recommendation given 

Q1 results

How Does It Fit Together?



Case Example: The Life of Uber

10-Q SEC Filing Equity Research Report

How Does It Fit Together?



Case Example: The Life of Uber

What about private equity firms? 

Would a private equity company be interested in Uber?

Why or why not?

How Does It Fit Together?
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