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1.    Which type of stock could help you obtain your investment and financial goals? Justify your choice?
In my opinion, I would hold a combination of growth and income stocks to capitalize on the benefits of both investment types. Growth stocks are stocks issued by companies that have substantial potential for growth in the foreseeable future and usually grow at a faster rate than the overall markets. Therefore, they are anticipated to generate much capital gains because the market sees them as money-makers. However, they usually do not pay a dividend, as the company would prefer to reinvest retained earnings in capital projects. Moreover, they carry some risk as they rely solely on the company's success to generate return on investment. That is why I also choose income stocks that are normally pay high dividends and have lower levels of volatility than the overall stock market. Although income stocks may not have high growth rate which reflects on the market value, I can ensure the consistent source of revenue from them.

2.    Explain the relationship between earnings and a stock’s market value.
Earnings can influence stock price according to how well a company performs against expectations. If a company beats the expected earnings, its stock price will usually go up as investors are willing to pay more for the stock. But if a company fails to reach the expected earnings, its stock price will most likely decline since investors are less willing to pay for the stock.

3.    What is the difference between the primary market and the secondary market?
Primary markets are markets which trade newly issued securities while secondary market are markets which trade existing securities such as previously owned shared of stock and bonds.

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			3150
Plus commission			+ 28
Total investment			$3178
Return when sold
100 shares @$38			$3800
Minus commission			- 42
Total return				$3758
Transaction summary
Total return				$3758
[bookmark: _GoBack]Minus total investment		- 3178
Profit from stock sale			$580
Plus dividends				+ 160
Total return for the transaction 	$740

