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1.  Which type of stock could help you obtain your investment and financial goals?  Justify your choice?
I would prefer to diversify my portfolio, having the majority of blue chip stock, since it is strong, stable and mature, with a long history of consecutive quarterly dividends, and around 20 per cent of emerging growth industry stock, since it is quite risky but as you know, high risk high return. I think I need to be thoroughly think before buying the latter stock and do many research on the company.
2.    Explain the relationship between earnings and a stock’s market value.
If a company doesn't produce consistent earnings growth over time, investors might choose to sell the stock, sending its price or stock market value lower. High earnings implies high stock price since the investors will have more incentive to buy the shares of the company  and the price will go up. A lack of earnings over a long period of time will drive a stock price down and the company potentially out of business.
3.    What is the difference between the primary market and the secondary market?
In the primary market, investors buy securities directly from the company issuing them, while in the secondary market, investors trade securities among themselves, and the company with the security being traded does usually not participate in the transaction.
4.    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.
Costs when purchased  
100 shares @$31.50 		$3,150  
+ commission       		        28  
Total investment 		$3,178 
Return when sold  
100 shares @$38		 $3,800  
- commission ​      		         42  
Total return 			 $3,758    
Transaction summary  
Total return 			 $3,758  
- total investment 		   3,178  
[bookmark: _GoBack]Profit from stock sale 		    $580  
+ dividends ​ 			       160  
Total return from investment ​        $740 

