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Alternative Example 

•  Problem: 
– What were the realized annual returns 

for NRG stock in 2008 and in 2012? 



Alternative Example (cont’d) 
•  Solution 

–  First, we look up stock price data for NRG at the start 
and end of the year, as well as dividend dates.  From 
these data, we construct the following table: 

Date	
   Price	
  ($)	
   Dividend	
  ($)	
  Return	
   Date	
   Price	
  ($)	
  Dividend	
  ($)	
   Return	
  

12/31/2007	
   58.69	
   	
  	
   12/31/2011	
   6.73	
   0	
   	
  	
  

1/31/2008	
   61.44	
   0.26	
   5.13%	
   3/31/2012	
   5.72	
   0	
   -­‐15.01%	
  

4/30/2008	
   63.94	
   0.26	
   4.49%	
   6/30/2012	
   4.81	
   0	
   -­‐15.91%	
  

7/31/2008	
   48.5	
   0.26	
   -­‐23.74%	
   9/30/2012	
   5.2	
   0	
   8.11%	
  

10/31/2008	
   54.88	
   0.29	
   13.75%	
   12/21/2012	
   2.29	
   0	
   -­‐55.96%	
  

12/31/2008	
   53.31	
   -­‐2.86%	
  



Alternative Example (cont’d) 

•  Solution 
– We compute each period’s return using 

Equation 10.4.  For example, the return 
from December 31, 2007 to January 31, 
2008 is: 

– We then determine annual returns using 
Eq. 10.5: 

 

61.44 0.26 1 5.13%
58.69
+

− =

2008

2012

(1.0513)(1.0449)(0.7626)(1.1375)(0.9714) 1 7.43%
(0.8499)(0.8409)(1.0811)(0.440) 1 66.0%

R
R

= − = −

= − = −



Alternative Example (cont’d) 

•  Solution 
– Note that, since NRG did not pay 

dividends during 2012, the return can 
also be computed as: 

2.29 1 66.0%
6.73

− = −
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