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1. Explain the relationship between earnings and a stock’s market value.
[bookmark: _GoBack]There exists a positive relationship between earning of the company and stock’s market value. Stock price is determined by the law of demand and supply. In case that there is more demand for a particular stock than a supply. The price of stock simply rises. So earning of the company is one of the key factor that make the company look attractive and results in higher demand for the stock.

2. Which type of stock could help you obtain your investment and financial goals?  Justify your choice?
My financial goal is to find and alternative investment rather than put all the money in the bank account, where it pays back a return of one to two percent per year. So my goal is not to lose my initial investment and get a return just higher than the interest rate. I would prefer to invest part of my investment in income stock, which pay high dividend consistently. It can be any of them considered by the historical data on the dividend payment. Another part will be invested in growth stock in the promising industry like hospital and power plant from waste and biomass. 

3. What sources of information would you use to evaluate a stock issue?
As mention before, the criteria that I would use to choose the stock is dividend payment historical data for income stock. That is the first criteria for the stock I would prefer. Next, from the data I looked into, I will choose the business that in the strong industry, which mean that the seasonal factor would not affect the industry much. The telecommunication industry seems to suit me. Since no matter how the economy goes, these two industries will perform as same as usual. People still has to use mobile phone and pay their bill anyway. 
For the growth stock, I would use P/E ratio to determine the interesting stock. Company with low P/E ratio compared to the average in the industry is more interesting. It can said that this particular company is still cheap relatively to the average.

4. What is the difference between the primary market and the secondary market?
When a company publicly sells new shares and bonds for the first time, the transaction is done in primary market. The investor buy securities directly from the issuing company. The securities that deal in primary market are called IPO or initial public offering. While in secondary market, the investors trade the existing securities between each other. The company does not get any money in the transaction.


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.
Cost when purchase
100 shares at $31.50 ---- $31.50 x 100 = $3,150
Commission fee		 $28
Total 			 $3,178
Return when sold 
100 shares at $38 ---- $38 x 100 = $3,800
Commission fee		 $42
Total 			 $3,758
Dividend		$160
Total return $740

