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1. Explain the relationship between earnings and a stock’s market value.
	The relationship between earnings and a stock’s market value can be complicated. High profits don't necessarily mean a high stock price, and big losses don't always lead to a low stock price. Of course, without earnings it is hard for companies to stay in business for long. You could say that two of the major factors that influence stock price are current earnings and promise of future earnings.



2.  Which type of stock could help you obtain your investment and financial goals?  Justify your choice?
 
There are two way to make money in stock –dividends and capital gain .when buy stock we have to consider common stocks outperform all other investments ,Stocks reduce risk through diversification ,Stocks are liquid. And Growth of investment is determined by more than just interest rates. My financial goals is I want to buy a car in five year 
The stock that helps I obtain my investment and financial goals are income stock and growth stock. For achieve my goal I plan to divided my money to invest in risky stock but get high return like growth stock it is risky because a stock issued by corporation that has the potential of earning profits above the average profit of all firms in the economy  Often are newly formed, smaller companies . Invest in this type of stock for get high return. and non-risky stock tend to be among the least volatile of all stocks and get certain return so I can calculate the return which I will get in the end of five year and income stock , an investment that pays higher-than-average dividends but usually have low growth rates that is the reason why I choose to invest in income stock and growth stock 



3.    What sources of information would you use to evaluate a stock issue?

The most basic measure of a stock’s worth involves that company’s earnings. When you buy a stock, you’re acquiring a piece of the company, so profitability is an important consideration. Imagine buying a store. Before deciding how much to spend, you want to know how much money that store makes. If it makes a lot, you’ll have to pay more to acquire it. The most common measure for stocks is the price to earnings ratio, known as the P/E. This measure, available in stock tables, takes the share price and divides it by a company’s annual net income
[bookmark: _GoBack]	Other popular measures include the dividend yield, price-to-book and, sometimes, price-to-sales. These are simple ratios that examine the stock price against the second figure, and these measures can also be easily found by studying stock tables. other sources of information are financial section of the news, annual report of the company, corporate news 




4.    What is the difference between the primary market and the secondary market?

Primary and second financial markets describe two different types of marketplaces where investors and traders buy and sell securities. A primary market consists of securities that are newly added on an exchange, whereas a secondary market involves buying and selling between investors and traders.

	A primary market is a marketplace where investors and traders can buy a new issue of a security.The secondary market involves buying and selling securities between other investors, while the primary market involves investors buying the securities from the issuing companies. Investors and traders engage in market activity through different exchanges


5.    Calculating Total Return. Tammy Jackson purchased 100 shares of All-American Manufacturing Company stock at $31.50 a share. One year later, she sold the stock for $38 a share. She paid her broker a $28 commission when she purchased the stock and a $42 commission when she sold it. During the 12 months that she owned the stock, she received $160 in dividends. Calculate Ms. Jackson’s total return on this investment.

 
Capital gain = $38-$31.50 = $6.5 * 100 = 650
Dividends = $160
Commission $28+$42 = $70
Total return = Capital gain + Dividends – Commission = $160+$650-$70 = $740
Ms. Jackson’s total return on this investment is $740
