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the world of security analysis is undergoiug a revolution of sorts with
I increased focus on *value-based" metrics that are designed to give

shareholders their due. Chief among these measures of corporate frnan-
cial success is a metric called economic ualue added (EVAr). EVA and
related value-based measures such as casD flou return on inuestment
(CFROI2) are now making signiicant inroads into the realm of securiry
analysis and equiry portfolio management. These metrics are also pav-
ing the way for a "modern" school o{ equity fundarnental analysis that

I EVA@ is a registered trademark of Stern Stewart Ea Co. For a discussion and appli-
cztion of their value-based (economic profit) measure in a corporarc finance secting,
see G. Bennett Stewanlll.The Quest fot Valze (New York: Harper Collins, 1991),
and AJ Ehrbar, EVA: Tbe Real Key to Creating Wealth (New York: John Wiley 6c
Sons. 1998).
2 CFROIQ is a valuc-based metric of HOLT Value Associates, L.P. For a discussion
of the CFROI approacb to measuring economic profit, see Banley J. Madden,
CFRC)I Valuarion: A Total Systerns Apptoacb to Valuing the Firrz (Wobum, MA:
Butterworth-Heinem atn. 7999\ .
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