
WEEK 2: CESIM BASICS

AMAN ASIJA



Main objective and winning criteria
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Grade

• Highest in section 
gets 20 / 20
• Second, third, etc. 

get grade depending 
on how far they are 
from the first group
• Minimum of 11 / 20

Cumulative 
shareholder return

• Share price
• Dividends paid

Cumulative shareholder return Grade

19.93 15

19.79 15

18.55 14

26.54 20

5.37 11

16 12

22.04 17

21.25 16



Firm Performance
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Return on Equity

𝑁𝑒𝑡 𝑃𝑟𝑜𝑓𝑖𝑡

𝐸𝑞𝑢𝑖𝑡𝑦

𝑅𝑒𝑣𝑒𝑛𝑢𝑒

𝐴𝑠𝑠𝑒𝑡𝑠
 𝑋

𝑁𝑒𝑡 𝑃𝑟𝑜𝑓𝑖𝑡

𝑅𝑒𝑣𝑒𝑛𝑢𝑒
𝑋

𝐴𝑠𝑠𝑒𝑡

𝐸𝑞𝑢𝑖𝑡𝑦

𝑅𝑒𝑣𝑒𝑛𝑢𝑒

𝐴𝑠𝑠𝑒𝑡𝑠
 𝑋

𝑁𝑒𝑡 𝑃𝑟𝑜𝑓𝑖𝑡

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝐵𝑒𝑓𝑜𝑟𝑒 𝑇𝑎𝑥
 𝑋

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝐵𝑒𝑓𝑜𝑟𝑒 𝑇𝑎𝑥

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝐵𝑒𝑓𝑜𝑟𝑒 𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑎𝑛𝑑 𝑇𝑎𝑥
𝑋

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝐵𝑒𝑓𝑜𝑟𝑒 𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑎𝑛𝑑 𝑇𝑎𝑥

𝑅𝑒𝑣𝑒𝑛𝑢𝑒
𝑋

𝐴𝑠𝑠𝑒𝑡

𝐸𝑞𝑢𝑖𝑡𝑦

Financial Leverage
Profit Margin

Asset Turnover

Asset Turnover Financial LeverageOperating MarginInterest Efficiency

ROE

Tax Efficiency



Firm Performance
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• What explains firm´s performance? 
• Industry level factors

• Firm level factors

Source: https://www.researchgate.net/figure/Firm-versus-Industry-Effect-on-Firm-Performance_tbl1_285630171



Firm Performance
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How correlated is performance across 
countries?



How to make decisions in CESIM
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How to make decisions – 1. Market outlook
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How to make decisions – 2. Demand
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How ESG decisions impact shareholder returns? 



How to make decisions – 2. Demand
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Steps for demand estimations

• Estimate total market growth for each market (don’t 

forget to check the market outlook)

• Decide which technology to sell in each market

• Estimate market share for each product (note that the 

market shares are quoted per market, not per 

technology)

Attention!

• Network coverage ≠ Demand

• Inhabitants outside network coverage do 

not purchase devices

• All else equal, new tech is more attractive 

than old tech 

• Do not try to develop all technologies, 

only two per market



How to make decisions – 3. Production
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Steps for production estimations

• Estimate production capacity

• In-house manufacturing

• Contract manufacturing

• Inventory

• Investments 

Attention!

• Production does not adjust upwards

• Do not neglect the learning curve effect

• Contract manufacturing amount is limited

• Management cost of inventory

• Two-round lag for investments

How will you decide between in-house vs contract 
manufacturing? 



How to make decisions – 3. Production
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Production cost function
Learning curves

NOTE: Minimization of costs does not always lead to profit maximization



How to make decisions – 4. HR
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Steps for HR estimations

• Decide on recruitment / lay-offs

• Wages 

• Training investment

• Training priorities 

• Labor policies

Attention!

• Underlying issues: employee turnover 

and employee efficiency

• Focus training priorities 

• Manage trade-offs in line with your 

strategy

Why employee turnover is a problem? 



How to make decisions – 4. HR
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Examples of training priorities Examples of labor policies



How to make decisions – 5. R&D
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Steps for R&D estimations

• Decide the investments in internal R&D for 

different technologies

• Decide external licensing investments 

Attention!

• Do not underestimate learning curve

• License payment gives unlimited use 

• Internal and external can be used in 

combination

• Important to synchronize the HR and the 

R&D decisions

How will you decide between in-house R&D and 
licensing-in?



How to make decisions – 6. Marketing
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Steps for Marketing estimations

• Number of features (customer preferences vs 

costs)

• Price 

• Promotion 

• Product marketing strategy (balanced, low price, 

features, sustainability, brand)

Attention!

• Price dumping where nobody makes a 

positive return!

• Past market share influences future 

market share 



How to make decisions – 7. Logistics
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Steps for Logistics estimations

• Set priorities to satisfy demand

Attention!

• Prioritize high margin markets



How to make decisions – 8. Tax & 9. Financing
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Steps for Tax and Financing estimations

• Transfer pricing

• Treasury management (transferring funds 

between group companies)

• Increases (+) and decreases (-) in long-term loans

• Share issues and buy-backs

• Dividend payments

Attention!

• Headquarters is in the USA (parent)

• Avoid short-term debt (cash fall < $2M)!

• Get loan in USA and then loan it to China 

/ Europe 

• Be conservative with dividend payment 

policy

Short-term debt vs Long-term debt; Debt in USD vs Debt in Euro? Re-investment vs dividend vs buyback?



Wrap-up, Q&A, and next steps
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Next steps

Session 3 (20 February): Meeting the groups

Submit CESIM initial plan by 21 February 

2025 (23:59 hrs.) 

Submit decisions for practice round by 21 

February 2025 (23:59 hrs.) 



Illustration by Fernando Codelo

Thank 

you!
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