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1. [bookmark: _GoBack]Explain the relationship between earnings and a stock’s market value.

ANS --> There is a positive relationship between earning and a stock’s market value. Since when earnings increase beyond what was expected, generally investors will be willing to pay more for the stock which leads to an increase in stock price or stock’s market value. In the other hand, if earnings decrease beyond what was expected by the market, investors’ demand for stock will decrease which causes stock price or stock’s market value to decline.

2. Which type of stock could help you obtain your investment and financial goals?  Justify your choice?

ANS --> Since, my financial goal is not that high and I’m a kind of risk-averse person so my investment goal is to invest in the securities that do not have high risk but still provide some profit. Therefore type of stock that can make me to obtain my goals is Blue-Chip stocks. I will invest in Blue-Chip stocks because they are issued by large well-known company and normally have sound financial histories, solid dividend and growth records. This shows that this kind of stocks do not have high risk since firm has strong foundation and stability. However, they also still provide some profit even though it is not as much as speculative stock or growth stock. 

3. What sources of information would you use to evaluate a stock issue?

ANS --> The sources of information that I would use to evaluate a stock issued are both fundamental and technical information. First, I will use fundamental information which is information relating to the economic state of a company or economy to see which stock is interesting. The examples of fundamental information are firm’s P/E ratio, firm’s earning per share, dividend yield and market to book ratio. After making the decision about what stocks are interesting or what stocks should we invest by using fundamental information, I will use technical information such as technical candlestick chart to see whether I should by that stock now or wait for a few periods. Moreover, I would look for news about the firm that may affect supply and demand of that stock in the stock market such as news that another firm will take over this firm, or news about firm’s investment in a big project.

4. What is the difference between the primary market and the secondary market?

ANS --> The major difference between primary market and secondary market is that primary markets are the market for trading newly issued securities. While, secondary markets are the markets for trading already issued securities.

	For primary markets, there are two main forms of primary issue. 
1. Initial Public Offering (IPO) which are the very first shares ever issued by a company
2. Seasoned new issues which are shares being issued by a company that is already publicly traded.
For secondary markets, they consist of organized exchanges, which are systematic organization such as SET, and over-the-counter markets
 
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

Cost when purchased
100 shares @ $31.50					 $3,150
Plus commission					      +28
Total investment					 $3,178

Return when sold			
100 shares @ $38					 $3,800
Minus commission					      - 42
Total return						 $3,758

Transaction summary
Total return						 $3,758
Minus Total investment				 - 3,178
Profit from stock sale					 $   580
Plus dividend						   + 160
Total return for the transaction			 $   740


Therefore, Ms. Jackson’s total return on this investment is $740. ##
