Converting accounting data into real economic data

Economic P/E correlations are much higher than for accounting P/E

Price-to-book value (P/BV) Enterprise value / net capital invested (EV/NCI)

Return on equity (E/BV) Cash Return On Capital Invested (CROCI)

40 R? = 0.3205 25 R? = 0.7517
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1PEBY vs, ROE and EV/NCI vs, CROC)| is for CROCI global universe during 2012, using average share price where necessary. Companies with negative P/BVs have been
removed from baoth, along with three extreme outliers in the accounting chart.
Source: Deutsche Bank
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