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> If a company has debt, its equity holders will only obtain the surplus less the loan
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> For the levered company the surplus consists of the total surplus the company
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> For the levered company the surplus consists of the total surplus the company
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Equity values

The value of equity is given from the surplus accruing to the equity holders,
discounted at the appropriate cost of equity
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For the levered company the surplus consists of the total surplus the company
generates less the interest on the loan
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use of lower-cost loans
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