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Valuation of Midea Group's Market Value Based on the
FCFF Model

Longcheng Huang', Yuyan He!*
1. School of Economics and Management, Guangxi University of Science and Technology, Liuzhou,

Guangxi, 545006, China

Abstract: This study takes Midea Group, a company undergoing digital transformation, as a case study and employs a
two-stage Free Cash Flow to the Firm (FCFF) model for its business valuation. To address the static limitations of traditional
perpetual stage parameters (the growth rate gand WACC) in valuation, this research innovatively introduces Monte Carlo
simulation to dynamically model the distribution of these parameters, aiming to reflect their uncertainty more
scientifically .During the forecast period, the growth rate for operating revenue is based on the historical average of 5.53%,
adjusted for outliers. Other parameters are projected using either the percentage-of-sales method or fixed values, depending
on their correlation with revenue. The discount rate, specifically the Weighted Average Cost of Capital (WACC), is calculated
to be 7.57% . The cost of equity within the WACC is determined using the Capital Asset Pricing Model (CAPM),
incorporating a risk premium for the company's transformation.The research results show that the overall assessed value of
Midea Group is approximately 554.715 billion CNY, which is highly close to its actual market value at the end of the period.
This indicates that the FCFF model enhanced with Monte Carlo simulation can effectively improve the accuracy and
robustness of value assessment for companies undergoing digital transformation, providing a methodological reference for
related fields .

Keywords: Business Valuation; Free Cash Flow to the Firm ; Monte Carlo Simulation; Weighted Average Cost of Capital

97



B2 FEE 1M

R, FEAFEAT B S K ., 2020 5 2024 4, FE KK BT I H
8957 {470 b I B —Jift Rt . XK TENET RS KR BRI KCE 135 L H 2%
TR HES) . Modigliani F 55 (1958) M1 T GRS S5 \AMEZ BIFOC R, A RIH BN
SR BE T A, A3 A HIE R AT gk h 1 A 0. 1986 4, Jensen M C A5EHRH T
H I AR, ASCRHe T 3 B R IS 5 AL 2 (A X R, Kaplan S N %5
(1995) 8 i SEUE 3 Bk 36 1 i IR & IR AY (R 8, I E s L S5 A Ge i UL &t B AL R BB
Graham J R %5 (2001) K3 T ARERE ARG B b il sebr S B & al, 351 H
TEMTE CEAEFETI) MR, Afiezan A 25 (20200 7387 1 B HELERAE ML 55 s
FIVEF, 38T 7 Hr A B A 52 0) . Huang X 28 (2021) 3857 7 5 B A B A% 6 5 01 ]
FHEHHT T SERE RO, Li S % (2022) #RiT T ESG Xf H Bl & MRS . A Bh TR
HPEAS N H, IRZESEAT AL, Zheng X 25 (2023) 118 7 FCFF A ALAE 5 e A A 1 P4k BL 138 )
PEFEHEAT 0 AT 2 [E 42238 B Fe Rt b, [ P 2 o S e 4 A A B B TR R PP Al X
NI E . Z0E (2018) WFFL T H HH LG AR ALV AE 5 i A ML AN VP Al AU I S i, 38 SiE
S AT L HL A B 4 T v 0 S P R, R AR (2019) 3#id 40 Hr %4t FCFF SRR Jaf P 58 B4l H
AT SRR, R BT I PR e 49 2 S 0 i 45 SR AR PR A A% 0 e s bl i A2 TR AL B8 A A
(WACC) H5AL, A3 1PAL 45 R ET MV ) Se bR, [ X LT ik geiiE 7 vPAl 45 Rk &
FEPEOOT, FE (2021 JUDE I /0N A8 HL 38 IR S BIAIE 7E, 48 HAAT b ARe P A0 B A 45 R ) £t 1 10 2 e Y 2%
f£ FCFF f A LA b, diid ik D55 23 Aok oAl S 80047 TABIE,  5RIA 1 VP4l I 2% 25080 Jod & 1) 2
BEOD, S (2023) BN A AR EGIPTTT, K FCFF BORAE K AT MLVl o i R AR T
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RIS, (HEMR A SHURIER, BR8] AE S B 55 PG 45 R e k. fEVPAE 5 A
MBS, 75782075 AR RN S 5 SeAs G K 2 1R OB Bt B AR o T BORSE 7R i 3
AT TS R, RE NS I 1 B A A R R S K SRR, A R Ak AN T PN B
FEWGRIBIAIERE, MG H AR AL, Bk, SR MR BL FCFF A0 58 B Al i B O (i
TRl HBATHE AT

- FCFF, N FCFF

n+l 1
S L WACC  (WACC—g)(1+ WACC)" M
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1.2.2 i) FCFF A8

SR RIS — P TR Gt I BEHLASTIL 5 v, i i o OB 2 B0 s k2 20 A 1 A [ e 4
VPl B AT e M. DU 2 B RS U B AP IR 78 B IS LB X Ak SR A A
ARG R () FUMBCF YR A A (WACC) BHTEhE AT @, a4 RUR e te 8ok SRR
BB, SERFRISER T W A LR B A 0 A ASCHUR W3 53534, B E(g) HUE E
N (a,b) JE(WACC)HUEIERN (¢, d)o BRI K R 5 IIACT 3 T A ATE — & Y P 3515155
Mo HBAAAN:

FCFF,,,
Visem = p (2
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2 EREH RIS
2.1 BHALSWITHE

FET MR 2019 2 2024 W55, A SO S EEN SNSRI T 88, g5 R
x 1R,

& 12019-2024 FEWKRAN (BAL: 1278
Table 1 Revenue from 2019 to 2024 (Unit: 100 million yuan)

Ay 2019 2020 2021 2022 2023 2024
ERASUION 2793.81 2857.10 3433.61 3457.00 3737.10 4090.84
KR 7.14% 2.16% 20.06% 0.79% 8.10% 9.45%

AR WA 55 O 72 b T2 R AN, 5% ZHOHOCEE AT AL, ARSCEA P sk
R RIX —4RAR, WM 2025 % 2029 FRVEL SN T IIN . T BV, TEDI
FOR R BOS AR ORI, 2021 4238 (4R B I 5 1 I I se Bl 1 PSR b e g K, B RR TAE
WORASE; RS, AR AT IE A TR REL . s ib AR R BT R By, X — S5 AR o A
AR T RERR K. 2 BRI R SR R A S E S, %A R E N SR N BT
20.06% [ 7 i g K

Ry B R bt s e Al p B A G S (T RS TR 3 ARt AR F FUAE T SR K S
SESBR 2021 1) 55 B0 . BT AIBRIZAE 5 A AR B E L SN S, TH RS R KR
5.53%. X — AR TN 26 AR HITE A E M N I Rr 8K ae ). &, #1% 5.53% MK
BAE NG, ARG KAERGEAT V5, FF-13 H 2025-2029 78BSO 1 AR TIIAE, 14045
R 2.
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K 22025-2029 FENBATI (b 278
Table 2 Revenue Forecast for 2025-2029 (Unit: 100 million yuan)
AR 2025 2026 2027 2028 2029

B EIRN  4317.06 4555.80 4807.73 5073.60 5354.17
FRPEIEATAF] 2019 3 2024 FF R 2B I AW R R 3 fiw.

R 32019-2024 FEW A (B 270
Table 3 Operating costs from 2019 to 2024 (Unit: 100 million yuan)

Ay 2019 2020 2021 2022 2023 2024
Bk A 1979.14 2128.4 2645.26 2605.39 2734.81 2995.85
BV E IR 70.84% 74.50% 77.04% 75.37% 73.18% 73.23%

A FS T Z N I or ek, DA S 28978 Ml A SR O B Bt 0 R RE b A 14T Tl
Mo FETERER 2019-2024 SEATFI 5 HE, 2 0HEAG HE HONE PRI E N R AR N 74.03%, A0

FEUABEAE e S8 WA T ik Hs . BREE 2 W3k 4.
R 42025-2029 FEWRATG (B 1278)
Table 4 Forecast of Operating Cost from 2025 to 2029 (Unit: 100 million yuan)

Ay 2025 2026 2027 2028 2029
BV A 3195.92 3372.66 3559.16 3755.99 3963.69

* 52019-2024 FEWHA (BAL: 1270
Table 5 Operating Expenses (2019-2024) (Unit: 100 million yuan)

0y 2019 2020 2021 2022 2023 2024
BT 346.11 275.22 286.47 287.16 319.53 387.54
B 12.39% 9.63% 8.34% 8.31% 8.55% 9.47%
EHL PR 95.31 92.64 102.66 115.83 134.77 145.06
EE I 3.41% 3.24% 2.99% 3.35% 3.61% 3.54%
W55 2 H -22.30 -26.40 -43.90 -33.87 -32.62 -33.29
%% 9 7B -0.80% -0.92% -1.28% -0.98% -0.87% -0.81%
R 2 H 96.38 101.19 120.15 126.19 145.83 162.33
R 9 7B 3.45% 3.54% 3.50% 3.65% 3.90% 3.97%
Tt 4 T B 17.21 15.34 16.09 15.66 18.17 21.20
T4 T B 7 Use 0.62% 0.54% 0.47% 0.45% 0.49% 0.52%

M 5,20219-2024 FFEH 4 AT AT H T ACEI: 8565 9 F - 2019-2024 F 24888 M 12.39% % % 9.47%,
7N (2019-2024 55 REHREBD “FH51H 9.60% HAE A K4S B 2 FH R TN AR HE, e e Ak 3%
BN RE BRI T, 2. EE A AN JJBIRAR RS RRE, AR MmN T SRR R AE
EIETRE EL IR AR EAE 3%-4%[X [6] (2019 4F: 3.41%, 2024 4F: 3.54%). UI/NEEMIME 3.32% #
KON B FH TS, RS TSR R KA. 3. W42 RakshitE B %4
35 2018-2022 4RI 55 %l H I sh s/ LRF S f (2024 4F: -0.81%),  EIEH: 2 1 B4 900 5 B A5
BERAAE RN GE 15 FANEIIME-0.94% FAFE R 55 o FH B0 T St 4. B 9 FH - RBES TN Ik,
H 2021 SEEAF R BN T K (2021 4F: 120 122024 4F: 162 42, WK %R M 3.45%TH % 3.97%.
K AR AFFAER ARSI RHER RN Big 56 232G, HNFEFEY N 3.65%. 5. Bid: A&
FEMERIBL G SN 5 LR R PAa, LT ERGERRTE 0.5% A4, SR TATIaME; HARBL R i
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F 62025-2029 BT (AL f2o0)

Table 6 Forecast of operating expenses from 2025 to 2029 (unit: billion yuan)

0y 2025 2026 2027 2028 2029
A 407.96 430.52 454.33 479.46 505.97
T HIE 9.45%
E 145.05 153.07 161.54 170.47 179.90
EE I 3.36%
W55 2 H 40.58 42.82 45.19 47.69 50.33
%% 9 g W 0.94%
R A 158.44 167.20 176.44 186.20 196.50
R 5 g 3.67%
i 4 Bt 22.45 23.69 25.00 26.38 27.84
T4 T B /e Use 0.52%

WRIEER 7 ol ml o, B AN E 5 4R HE 805 Rk R s, R
A ARFFENERE R NERAE . DRI, FESEAT ARORIYI 8] (R0 55 TS, AR SR I 7 S 4 L A 1)
PEMEAE S BIARYE R E AN TN B € 9 NIRRT 4.95 1278, B LA BIME I E A R

M 2.78 147G
£ 72019-2024 FEWSMIAN G H (BAL: 278
Table 7 Non-operating income and expenditure (2019-2024) (Unit: 100 million yuan)
Ay 2019 2020 2021 2022 2023 2024
ERIZ4LION 6.13 3.85 6.25 3.95 4.53 5.00
R 3.67 2.15 1.88 2.02 4.94 2.04

BT A SO I TRINAE SR 5 P A TN 45 2R, 3 AR SGHR bn i) R ST AL, HE T H SE 4R 141 2025
A 2029 SEHVENMLRIEBINSE R, FEAIEEE R 8 Fis

2 82025-2029 FEENVAE TR

(Bfr: fz70)

Table 8 Operating Profit Forecast (2025-2029) (Unit: 100 million yuan)

0y 2025 2026 2027 2028 2029
2125V ON 4317.06 4555.80 4807.73 5073.60 5354.17
W B A -3195.92 -3372.66 -3559.16 -3755.99 -3963.69
e HERH -407.96 -430.52 -454.33 -479.46 -505.97
W EHE -145.05 -153.07 -161.54 -170.47 -179.90
W M5 40.58 42.82 45.19 47.69 50.33
e BRI -158.44 -167.20 -176.44 -186.20 -196.50

W Ba M -22.45 -23.69 -25.00 -26.38 -27.84
pne EAMEA 4.95 4.95 4.95 4.95 4.95
W EDLANCH 278 278 278 278 278

BRI 429.99 453.65 478.62 504.96 532.77

HT IR 2019 - 2024 SEATFRER IR LA 55 407t ASSOR 2 TGS I 55 455 B kAo
MR R AT T RGNS, RAAGRESELRIT IR SHERA . SEANSOR UL EE e E
LIENLINK R . R B AR SRR R AR IBIE B BB . BBy Ik B IS RCR T IR g SR
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Table 9 Depreciation and Amortization, Capital Expenditure and Increment of Working Capital (2019-2024)
(Unit: 100 million yuan)

GO 2019 2020 2021 2022 2023 2024
E|SREE 51.7 50.2 61.8 65.08 73.49 78.24

T IR SRR/ E U 1.85% 1.76% 1.80% 1.88% 1.97% 1.91%
BEAMESTH 33.26 40.83 64.89 71.13 59.23 68.8

BEAME S H B 1.19% 1.43% 1.89% 2.06% 1.58% 1.68%
BB &l 197.06 -146.6 -214.91 287.45 246.82 71.68

BIE B el E I 7.05% -5.13% -6.26% 8.32% 6.60% 1.75%

X HIEE R 2019 2 2024 FFEILNEM FHHE K 708, FLAT IR 538 2 H G E I I Ee il 4R 2%
KT 2% APRIFIIN VR RSAENE S — B, A SORINZ ST 78 b i R HY B f80%, AN 1%
T 7 EE R P34 1.86% 1 A Tl A R AT 1H 5 %8s 2 F ks . R, A 1 BEARME S SN
I EC IR AR T 2% . KIE [RISEFTINAE 72 i IR b 30 75 2, AR SCASE FH 2 30 18] A 2900 BG B )~ S50 48
1.64%, HTAEARRMEAMESCHIR . EEERESEHEITm, FRNERE R EEE S
W NI ELAE S J4100 2.06% AR SCIESEAH [R] R TN 8, DA% 7 52 P34 2.06%/E N Tl Ak T 12
BE R A . AH IS TN I AR R R4 s 5 R AR 10,

# 10 2025-2029 FIHEMM . FAMEITHEESHSHETN (BAL: 270

Table 10: Forecast of Depreciation and Amortization, Capital Expenditure, and Working Capital Increment
(2025-2029) (Unit: 100 million yuan)

0y 2025.00 2026.00 2027.00 2028.00 2029.00
0 5 4 80.30 84.74 89.42 94.37 99.59
AZN i 70.80 74.72 78.84 83.21 87.81

BiZuaig e 88.93 93.85 99.03 104.52 110.30

FEE R TR B S PR R K IAYE R 15% 40, (KT EE @ 1 25% b 3R, xIf
JEMEER, T2 A OSSR AT SR ARSI AR BOR AL [E e 1. BHICR A 15% 1) PR3 B8
AT TR -

¥ EIRFTEARNANY B LG (FCFF) tHE AT, WES HEMER] 2025 & 2029 F&4F
M H EILET, BTG Rk 14 fios.

R 11 3£ 2025-2029 £ 5 HELSWMBIE (BAL: 278
Table 11 Midea's Free Cash Flow Forecast (2025-2029) (Unit: 100 million yuan)

G 2025 2026 2027 2028 2029
BV 429.99 453..65 478.62 504.96 532.77

B 0.85 0.85 0.85 0.85 0.85
) 365.49 385.60 406.83 429.22 452.85

7 1H 5 P4 80.30 84.74 89.42 94.37 99.59
AZN il -70.80 -74.72 -78.84 -83.21 -87.81
Hia Rl -88.93 -93.85 -99.03 -104.52 -110.30
HHI 286.06 301.77 318.38 335.86 354.33
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22 FrE#HE
221 BLEEFEA A
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Hort R NEBURARIA, RATARU G2, AN REL, Ry AT HURIREILL 2, r
MV PRI S 1 AU o
Ry I8 18 T I G 2R 2o o RS i 22, BRI AR SO F 2020 4231 2024 4 AR+ 4F
W P W 2 JLrp 2020-2024 A AE T E TR ZR 00 09 3.14%+2.78%12.84%1.2.08% 5 1.69%,
HIAEFIEN 2.51%.
RYE EAE =M AA (CAPMD, TR (ERP) KR AN
ERP=R,-R, )

WEFCER,  FE T R S B 10 A o] A5 R S e s A i DB s S0 1 R 2R 0, 3 1T S B XL
RS B IBE o A SR U 397555 P R 300 F8 F0EAT K U a5 M. DL 2005 4R 36 A 923.45 At
R, 2022 4F 3934.91 Yk S A A, HarEA K

Rm = 1\9/3934’9%23 45 ¥

R, FATTIEEER N 7.93%, HOR T 3 KURHE AN 1 E 9 2 U -

AL Choice < il i 3 HRSE 1SR ] 59708 300ETF (17 sl i 804, IR TREAR ™ E
R (CAPM) THEI B R4, AN IZMEN 1.13. 12485 RE YLK GBI sh Zng & T i
I BEARIKT

B sprzaae 5 JRiABata 1.1332

BRES 000333.57 - EER JEZEBeta 1.0893

s — — A THRSBeta

TRIHEEL IFER300154T v B TH A& Beta )

THEEEs B v Alpha 0.0097

EHEREE =] 2020-01-01 Z= [ 2024-12-31 R-Square 0.5389

K==t i EiEkeaEE v REERERE 0.0585
Betatmttm= 0.1376

SR SHATEND/E Rl oS v

FERASTTHD/E) BB SERIERE 60

B 1 choice &RI&IGpETHE

Fig. 1 Calculation of the beta value for the Choice Financial Terminal

FERERERNTRE R AT kA, HARERM 4. RREEmEFIRe 7) LR R 134
TRLAE DI M 55 4R 3% K 2 FEUBH U TR H 33 2 8 0 R, I BRI wF . 5%
A bt A VARE B XS ) — B O DX 1), AR BT S0 56 1 4R T 0 R AT XU UAC 2 2 5 T 6% 0 1 AT (1 485 R
AbTF 1.00% — 8.00%:1X — 55 H il & AU A MV AF AT 22 XU Z 50000 o ISR P, R 6 P A 92 55 vt Sk A
VAR i A 0 5 R BT, A1 B e 17 50 S AR Sk s I it o R o At 12 ) B TR o

i bATR, KArR SIS (BT RE, T RERE N SR B E A R AR EATD AR
NBERGEF=E MBI (CAPM) BTV, B2 EAT H 35 15 B I BLRS B8 AR LA 14.63%
222 fRFBEARMA
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i 2% GEAR A R AR R I RAT 3R RAT 197 5 6 55 A 55 07 N ST M gR G Rl s34, @
AR 2T UMl B TEAS BAIRARET, DUATHF 70 S et o DL rp BN ROERAT A AR I HLAE DRk T 4k
PrFlZ (LPR) BAH SR M DT B HER A A S H AR . AR 2020 422 2024 4L TLAE
1) A DR 2 s AT I, 25 48 BER 2253 08 - 2020 4F 4.65%- 2021 4 4.65% 2022 4 4.30%-
2023 4 4.20%- 2024 4 3.60%. AR ARFME N 4.28%1F 3k HI4E B i 55 B2 A A SRR

R 122020-2024 FERFMEVK S RRE SR AL 1270
Table 12 Total Liabilities and Total Assets of Midea Enterprises (2020-2024) (Unit: 100 million yuan)

0y 2020 2021 2022 2023 2024
KL= 3603.81 3879.52 4225.55 4860.38 6043.52

P& & -1242.42 -1348.31 -1519.24 -1742.99 -2276.67
AR B8/ i B e 34.48% 34.75% 35.95% 35.86% 37.67%
KA fit 2361.39 2531.21 2706.31 3117.39 3766.85

R R 65.52% 65.25% 64.05% 64.14% 62.33%

2.2.3 B B AR

D E
WACC = %R, *(1-15%) + +R =7.57%
Dp) XU R ’ (©)

TENBCF AR A (WACC) MitHEF, D RSN, ERERGEMNIHNE,
Ra W R IRAT 55 BEAR A

AR SR F 36 4R B HAE T B BLES 10T 48 o5 EL 5450 45 A T 1 o B 30 A 45 W A B ) 3
filh, HETHRAS M IBR B AL E N 35.74%, i 55 BEAME N 64.26%. 456K NEBENEHEAR A
W& 15% ML AR GO, EREAR RN INBCE Y SR A (WACC) AXFAT IR, &
K33 WACC N 7.57%.
2.3 ENERAREMETE

BT B ScHfE 2 Ak i) B RILE R 5 IMBCE S R A AR, ¥ FCFF BT T 5,
A[45 H 2023-2027 4 H LGRS IIE, FAREERE N TR

K 13 2025-2029 SRRV TETN (BAL: 278
Table 13 Present Value Forecast for Midea Enterprises (2025-2029) (Unit: 100 million yuan)

G 2025 2026 2027 2028 2029

HHI 286.06 301.77 318.38 335.86 354.33
Pt 7.57%

WE 265.93 260.79 255.78 250.84 246.01

M, EMER 2025 2 2029 FEFM H BB SR CAH NI IR T, HIEARANA RS
P 4E BN 1279.35 1270
>, FCFF,
Votas-aomoee = Zm

t=1

=1279.35 )

TKBEIEAR ZAG T SR UL W 5 45 5 R N BHR PR € o« AT I B AL hr, 7k 23]
BKE (@) KNSl 48 8 SO AANME RS E M GEH 285 EE Ik 60%-80% ).
NEEAR TSI 2=, 75 51N B L2 57 J W B e A o W B8 i Fia 4 (CPD /o8 Rk
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Fig. 2 Perpetuity Value Distribution

Vit = Vaoas-a00 TV keem = 5547.15 (3

SO, EMEFTIE (2025-2029 45) A HILERIE 5K SRS 2 A1, BP0
EVPh 25 BN 554715 1270, S Xt BRIEMAER 2024 4F 12 H 30 HH AT N 5694.32 1276, FAE
W TR, P Uk T A AR L A v T il () T I A1
3 ik

AHIE I IS O B Bt FCFF B2, 255 SRR RIS AL 3N 25 b B K S0 K 32 54 L= 1) A
EVE, W EMERBATIME VIS . SR ER, PEMMER 5547.15 1070, SEBRmiEREEYE. X
R, GINGERERISBALT) FCFF BB RE A SR b B 45 R et Siadgtt, JUHOEH T mily
R EHEHARAB R Z TR AT L AR A B A I E P 3R 4 T kS H s
AR -

S R
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