Chinadotcom

Chinadotcom Case Objectives:

1) To discuss the appropriate cost of capital for an emerging market company like Chinadotcom.

2) To discuss the risks that apply to an emerging market company in the already volatile global internet sector.

3) To use DCF and multiples valuation methods to determine the appropriate stock price for Chinadotcom. 

4) To evaluate the growth potential of this emerging market company.

Questions for the class: 

1) What cost of capital is appropriate for Chinadotcom?  Is 18%, as determined by Lehman Brothers, the true cost of capital? 

2) What are the companies to use as comparables for Chinadotcom?  Is it realistic to use the best performing U.S. and Latin American internet companies?

3) What are the risks that Chinadotcom faces?  How do these risks differ from those faced by U.S. internet companies?  

4) How has Chinadotcom mitigated some country and company risk?  What risks is it still exposed to?

5) How important is the integrated business model for Chinadotcom?  If Chinadotcom was strictly a portal, what general effect would this have on its valuation?

6) Discuss China.com’s decision to go public in the U.S. vs. utilizing the Asian markets.  

7) At the time of the second offering, would you personally recommend Chinadotcom as a buy?  Why or why not?    

