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1. Explain the relationship between earnings and a stock’s market value.
   Corporations with publicly traded stocks report their financial results quarterly, or four times per year. At this time, investors hold a high interest in the reported earnings per share (EPS). 
   The current stock share price divided by the sum of the past four quarters EPS is called the price-to-earnings or P/E ratio. The ratio is widely used to get a quick idea of the relative value of a stock. If one stock has a share price of $20 and the other has reached $50, but both have the same P/E ratio, the two company shares have the same relative value in the eyes of investors.
   Investors use P/E to get a first indication of whether the stock meets their investment criteria and goals. They need to conduct further research to determine the quality of the earnings and whether the company can produce the earnings growth rate the P/E ratio is forecasting.


2. Which type of stock could help you obtain your investment and financial goals?  Justify your choice?
	
   Every people has different goal in investing and financing. However, obtain the goal for everyone needs to know the ‘investment risk pyramid’ 

[image: These types of investments are listed in order of greatest to least potential risk and reward: Speculative investments, including venture capital, options, and commodities. Growth investments, including blue chip stocks, growth stocks and real estate. Safety and income investments, including corporate bonds, government bonds and bond mutual funds. Security investments, including cash, money markets, pension funds, annuities, and savings bonds. Source: “Taking Control,” Wells Fargo Advisors Guide.]
   For me, at this age I can take some risk but I can’t effort high value long-term investment. So, I would pick Blue chip stock, growth stocks, and real estate.









3. What sources of information would you use to evaluate a stock issue?
· Revenue : will give you an idea of how much money the company is making. If revenue is consistently increasing, this means the company is growing. As the company continues to grow, the stock price will appreciate in value.
· Earnings per share (EPS) : If revenue tells us how much money is flowing into the company, EPS tells us how much of that money is flowing down to stock holders. EPS tells you how much money the company is making in profits per every outstanding share of stock. The higher the EPS is, the more money your shares of stock will be worth because investors are willing to pay more for higher profits.
· Return on equity (ROE) : ROE gives us a glimpse into how efficiently company management is producing a return for the owners of the company---based on the amount of equity in the company. To calculate ROE, you divide the average shareholders’ equity during the past 12 months by the net profit the company has made during those same 12 months.
· Analyst Recommendations: Analysts conduct extensive research on a stock and then issue a recommendation as to what they think the future holds for the company. If the company's future outlook is positive, the analysts recommend a "buy." If the company's future outlook is poor, then the analysts recommend a "sell."


4. What is the difference between the primary market and the secondary market?
   The primary market is direct from the company issuing the stock or bond to the buyer.         
   The secondary market is after the initial public offering; people buy and sell on the stock exchange, NASDAQ or over the counter market or the pink sheets. 
   For example, TCAP issues some new stock. Someone buys it (usually an underwriter, but maybe the public). Assuming TCAP sells direct to the public and I buy it for ฿50 and it goes up to ฿60 and you want to buy it and I want to sell it. So I sell through a broker and you buy through a broker which represents a sale in the secondary market.


5. Calculating Total Return. Tammy Jackson purchased 100 shares of All-American Manufacturing Company stocks 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.

Current return in Dividend = $160. 
The purchase price = ($31.50[image: ]100 shares) + $28 (commission) = $3,178 
The selling price = ($38 [image: ] 100 shares) - $42 (commission) = $3,758
So we get capital gain = $3,758 - $3,178 = $580. 
Therefore, total return = $160 (current return in Dividend) + $580 (capital gain) = $740. 
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Understanding the investment risk pyramid

With great risk comes great reward. When weighing your options, first understand where your
potential investments fall on the investment risk pyramid.
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Source:"Taking Control,” Wels Fargo Advisors Guide.




