

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
				
			
		
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	The Valuation of Tax Shields Induced by Asset Step-Ups in Corporate Acquisitions

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			30 Pages
		
		

		Posted: 22 May 2006
		
		
		
	

	
		
			
			




	See all articles by Alexander Peter GrohAlexander Peter Groh
Luiss Guido Carli University - Luiss Business School; EMLYON Business School
Christoph Henseleit
Bain & Company Munich


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									The Valuation of Tax Shields Induced by Asset Step-Ups in Corporate Acquisitions

								
							
							
							
								
									Number of pages: 30
								
								
									Posted: 22 May 2006
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  578
							
						

					

					
					

					
						
							
						

						
							
								
									The Valuation of Tax Shields Induced by Asset Step-Ups in Corporate Acquisitions
									

								
							
							
							
								IESE Business School Working Paper No. 785
							

							
							
								
									Number of pages: 27
								
								
									Posted: 23 Apr 2009
								
								
							

							
						

						
							
							Downloads
							  217
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: May 19, 2006

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We derive discount rates for depreciation and amortization tax shields resulting from asset step-ups in corporate mergers and acquisitions. By assigning all relevant sources of uncertainty for such kind of tax shields and by accounting for corporate debt it is shown that for APV valuations r*, a rate between the firm's cost of debt and the risk-free rate, is adequate to discount step-up induced depreciation benefits. When the benefits are valued on a standalone basis, the adequate discount rate is the after-tax weighted average of r*. Discount rates for these shields have been determined arbitrarily in empirical research on corporate acquisitions so far. However, they are found to be in line with the rates deduced in this paper. 
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