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1. Which type of stock could help you obtain your investment and financial goals?  Justify your choice?
Answer: I would obtain stocks that are in the long run and priorities the company intrinsic value. Long run investment will allow me to have higher interest rate and lower capital gain tax rates. Purchase the stocks today for investment.
2. Explain the relationship between earnings and a stock’s market value.
Answer: Earnings are one of the major factors in influencing the stock’s market value. Earnings per share (EPS) tell how much income the company generates for each share of stock. The higher the EPS the better, investors are willing to pay. Price of the stocks depends on how well a company is performing against expectation.
3. What is the difference between the primary market and the secondary market?
Answer: Primary market is where securities are issued for the first time while secondary market is where the second-hand securities are traded. Also in the primary market, the securities are directly issued by the companies directly to the investors and secondary markets securities are sold by or transferred from one investor to another.
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.
Answer: Purchased Price = $31.50 x 100= $3150// Sold price= $38x100=$3800// Commission=$28+$42=$70//  Dividend received=$160	Total return on investment= $3800-$3150-$70+$160= $740
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