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FN281 Homework
1. Explain the relationship between earnings and a stock’s market value.
	Earning can be viewed as a return for investors. Therefore, an increase in earning likely to increase the stock’s market value, but this is not always the case because the stock’s market value is a value of company that is perceived by investors. As a result, sometimes even the earning increases, the stock’s market value might decrease due to investors’ expectation.

2.  Which type of stock could help you obtain your investment and financial goals?  Justify your choice?
	I would choose Blue-chip and Defensive stock. I chose these two because I don’t think I will have time monitoring the financial market or following the macro and financial news everyday. Therefore, since Blue chip stock usually grow at a solid rate, I think I can just hold it for long time without monitering. Also in case something happen, the defensive stock could benefit and protect me as well.


3.    What sources of information would you use to evaluate a stock issue?
	Any financial website such as SET can provide the information. To value the stock, we can use estimated cash flow with present value or compared ratio such as PE ratio between similar companies.


4.    What is the difference between the primary market and the secondary market?
Primary market is for a newly issued stock while Secondary market is for trading an already issued stock.


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.

When purchase: -100*31.5  + Commission(28) = 3178  
When sold:	100*38 – Commission(42)	= 3758
Profit from stock sale = 3758-3178 = 580
Dividend = 160
Net return is 580+160 = 740


