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1. Explain the relationship between earnings and a stock’s market value.
Ans.  The relationship between earnings and a stock's market value  is  that earnings from stock can partially affect a stock market's value because to understand the relationship between price of a stock and its earning, it needs to take a look at earning per share, or EPS which tells you how much income the company generated for each share of stock first. Therefore, the relationship between a stock's market value and it's earnings is called as the price per earnings ratio, or P/E which tells you the idea of what market is willing to pay for the company's earnings. The higher the P/E the more the market is willing to pay for the company’s earnings; namely if investors expect earning per share to be higher, the stock's market value tends to be higher as well which result it higher P/E


2. Which type of stock could help you obtain your investment and financial goals? Justify your choice?
Ans Personally, I have both short-term and long-term goal. Since I still could not make money for my own right now in which it makes me feel more risk-averse for the short-term goal, therefore, the appropriate investment that I would do is investing in mutual fund which is suited for the risk-averse person because it's diversified in the portfolio, and investing in the government bond since it has the lowest risk comparing to the other bonds. For the long-term goal, I see myself could make salary for my own in which I will less risk-averse but not extremely risk-loving. Therefore, I would invest in some stock in the SET50 by researching the financial information and balance sheet of the interested company and invest in some corporate bond by looking from the good performance companies.

3. What sources of information would you use to evaluate a stock issue?
Ans Stocks are mostly evaluated by using financial ratios , but the most basic measure of a stock's value is involved in the company's earnings because when you buy a stock from a company, the profitability of that particular company is an important factor in making decision. Therefore, the most common measurement for stock is the price to earnings ration, or P/E which  tells you the idea of what market is willing to pay for the company's earnings. Another popular measurement consist of dividend yield. Dividend yield is used when an investor value a dividend income since this measurement tells you what percentage return a company pays out to shareholders in the form of dividends. However, there are still many financial ratios that are used as the measurement, such as dividend payout, total return, book value and so on in which they could be found in the financial report of each particular company. Furthermore, the external sources such as news, industries' trends can help you evaluate the stock's value as well.

4. What is the difference between the primary market and the secondary market?
Ans The difference between the primary market and secondary market is that , in the primary market, investors could buy securities directly from the issuing company, meanwhile you could not in the secondary market, since, in the secondary market, stock or capital assets will be traded among investors themselves, and issuing company does not participate in the transaction. To be clearer, primary market is where the company start public selling their new stocks or capital assets for the first time. In this case, this action is commonly known as an initial public offering or IPO. Therefore, when investors buy securities in the primary market, they later on trade securities with others in the secondary market.


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.
Ans 	Current Return = $160 in dividends over the past 12 months
	Purchase Price = $31.50 [image: ] 100 shares + $28 commission = $3,178
	Selling Price = $38 [image: ] 100 shares - $42 commission = $3,758
	Capital gain = $3,758 - $3,178 = $580
 	 Total Return = $160 Current Return + $580 capital gain or $740. 
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