
Econs For Biologists
Module 2: “Shareholder What Now?”



What will we cover?
● Fighting for resources
● Market dynamics case study

○ Industry growth in a competitive market
● Competition

○ Porter’s five forces
○ SWOT

● Basic accounting
○ The three financial statements
○ Basic Ratios
○ Case Study: APPL
○ Dupont Model

● Shareholder Value Creation
○ The Value Chain
○ Deloitte Shareholder Value Map

● Cases
○ M&A 



1.1 Fighting for Resources



1.2 The S-Curve in Markets: Technology Adoption



1.3 Introducing Adaptation / Innovation



1.4 Innovation in a competitive market: Case Study

Music Industry Through the Decades

https://www.riaa.com/u-s-sales-database/


2.1 The Competitive Forces that shape a market



2.2 When to use the Porter’s Five Forces

● BEFORE you make a decision and CONTINUOUSLY in a competitive market
● Do I enter a market?
● Do I commit resources to a new project?
● Do I commit to ...X… lab project?

● Basically, all the time (either consciously or not)

Michael Porter Himself

https://hbr.org/2008/01/the-five-competitive-forces-that-shape-strategy


2.3 SWOT Analysis



3.1.1 Basic Accounting: Why are we doing this?



3.1.2 Assets and Liabilities



3.1.3 The Free Cash Flow (FCF)

Free cash flow is an important measurement since it 
shows how efficient a company is at generating 
cash. Investors use free cash flow to measure 
whether a company might have enough cash, after 
funding operations and capital expenditures, to pay 
investors through dividends and share buybacks.

https://www.investopedia.com/walkthrough/corporate-finance/2/relationship-financial-statement/free-cash-flow.aspx
https://www.investopedia.com/university/introduction-to-dividends/
https://www.investopedia.com/terms/b/buyback.asp


3.2.1 What information can I get from the statements?

http://web.stanford.edu/group/mba/pdf/classimmersion/identify-industries.pdf

http://web.stanford.edu/group/mba/pdf/classimmersion/identify-industries.pdf


3.2.2 What information can I get from the statements?



3.3.1 The DuPont Model - ROI



3.3.2 The DuPont Model



3.3.3 ROI is Everywhere - Team Exercise

Q: What should I have for Dinner?

Going Technical 1

Going Technical 2

Tip: You assign Utility Functions to all alternative choices

https://canvas.harvard.edu/courses/21356/files/3496937/download?verifier=SKEqPXUqZfx23JDB8nZmLzGKP17srgGqOBQLikp4
https://www.springer.com/cda/content/document/cda_downloaddocument/9783540791270-c1.pdf?SGWID=0-0-45-656101-p173821459


3.4 Case study: APPL 10K

Apple Inc. November 2018 10K

https://d18rn0p25nwr6d.cloudfront.net/CIK-0000320193/68027c6d-356d-46a4-a524-65d8ec05a1da.pdf


4.1.1 The Value Chain (again from Porter)



4.1.2 The Value Chain (again from Porter)



4.2 The Deloitte Enterprise Value Map Link Out

https://public.deloitte.com/media/0268/enterprise_value_map_2_0.pdf


5.1 Case Study: M&A



5.1.2 How to solve: Common Frameworks



5.1.3 How to Solve: One M&A Framework



5.1.4 How to Solve: Extra Questions
● Why do we want to buy/invest/merge with  this company?

○ Access to it’s resources / expertise
○ Growth by acquisition / diversification
○ Deny them access to our market
○ Synergies
○ Undervalued
○ …

● Can we invest in this company?
○ How will the deal be financed?
○ Do we have the $$?
○ What will regulators think?
○ ...

● What is the ROI?
○ Cost/Benefit Analysis
○ Risk tolerance

● If all the answers above are positive, should we still invest in that company?
○ Opportunity costs
○ Maybe there is another asset (e.g. another company) that is more attractive
○ Risks

■ M&A are notorious for failing in the Post-Merger phase (synergies not realized, culture conflicts etc)



6. Selected Resources
1. Courses

a. Accounting
b. Ratios and Analytics
c. Mergers and Acquisitions

2. Understand the Lingo:
a. Listen to Earnings Calls

i. Apple Q4 2018
ii. Read Analyst reports

1. Argus on Apple (free)
b. Read SEC Filings:

i. Alphabet Inc. Investor Relations
3. Books:

a. Michael Porter Collection
b. Competition Demystified
c. The Portable MBA in Finance and Accounting (Free through Levy Library)

https://www.coursera.org/learn/wharton-financial-accounting
https://www.coursera.org/learn/accounting-analytics
https://www.coursera.org/learn/mergers-and-acquisitions
https://www.youtube.com/watch?v=iG7fJUdJIsY
https://www.argusresearch.com/PDFDownloader2.aspx?id=MDAwMDAwMTIzOQ==aAB0AHQAcAA6AC8ALwByAGUAcwBvAHUAcgBjAGUAcwAuAGEAcgBnAHUAcwByAGUAcwBlAGEAcgBjAGgALgBjAG8AbQAvAHIAZQBwAG8AcgB0AHMALwAwADAALwAwADAALwAxADEALwA0ADcALwA4ADQALQBCADMANgBFADUANAA2ADIALQBBAEQAMgAzAC0ANABGADUAOAAtAEEAQQBGADkALQBGADEANQBBADQARAA0ADIAQgBGADQARAAuAHAAZABmAA==
https://abc.xyz/investor/
https://www.amazon.com/gp/product/B00MLD1PEO/ref=dbs_a_def_rwt_hsch_vapi_tkin_p1_i6
https://www.amazon.com/Competition-Demystified-Radically-Simplified-Approach/dp/1591841801
http://linker2.worldcat.org/?bKey=10.1002/9781118257494&rft.institution_id=1968&pkgName=books&rft.oclcnum=768243528&linkclass=to_article&provider=wiley&title=Portable+MBA+in+Finance+and+Accounting,+Fourth+Edition,+The&rft.content=ebook&linkScheme=wiley.book&isbn=9780470481301&jHome=https://onlinelibrary.wiley.com/doi/book/10.1002/9781118257494&rfr_id=info/sid:oclc.org/WCL&rft.order_by=preference&localstem=http://eresources.mssm.edu/login?url%3D&linktype=best
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