Assignment 5
1. Explain the relationship between earnings and a stock’s market value. 
 	Both earning value and stock's market value are the important things for investor to consider. Since stock's market value is the difference between a company's total assets and total liabilities or share holders’ equity. It also the current state of company and ignores future growth potential. Earning value and promise of future earning are two major factors that influence stock price. However, market value has a more meaningful implication in the sense that it is the price you have to pay to own a part of the business regardless of what book value is stated. Nevertheless high profit doesn't necessarily mean a high stock price, and big losses don't always lead to a low stock price as well. 

 2. Which type of stock could help you obtain your investment and financial goals?  Justify your choice?
.Since I want 5 million within next year.  I want high returns on investment. I would like to take risk by investing on common stock. Common stock yields higher returns than almost every other investment. Although this higher return comes at a cost because common stocks entail the most risk. If a company goes bankrupt and liquidates, I will not receive money until the creditors, bondholders and preferred shareholders are paid. However, by buying common stock I also have right to vote which makes me feel that I am one of owners who have some control of business's future. 

3. What sources of information would you use to evaluate a stock issue? 
In my opinion we should look on many factors for example; economic sectors market share among firms, industry growth, competition, regulation and business cycles. However, there are some ratio that we also have to consider as well; Current value ratios and earnings growth etc. 
Current value ratios, such as the price-earnings (P/E) ratio and price-book (P/B) ratio. The PE ratio, gives investors an idea of how much they are paying for a company’s earning power. The higher the PE, the more investors are paying, and therefore the more earnings growth they are expecting. 
Earnings growth, which may be reflected in measures like the Prospective Earnings Growth (PEG) ratio. The PEG ratio is a projected one-year annual growth rate, determined by taking the consensus forecast of next year’s earnings, less the current year’s earnings, and dividing the result by the current year’s earnings.

4. What is the difference between the primary market and the secondary market?
The difference between a primary and a secondary market is that a primary market is one in which a stock is being offerred directly from a company to investors for the first time.  This happens most commonly during an initial public offer.
In contrast to this, a secondary market is a market in which investors are buying stocks from and selling stocks to one another.  These are stocks that have already been issued by the firm and sold to some investor on the primary market.  When that investor wishes to sell the stock, he or she does so by selling it to some other investor on the secondary market. 
The difference, then, is that primary markets involve stocks being sold for the first time by a firm directly to investors while secondary markets involve investors dealing existing stocks with one another. 
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.
 Current Return = $160 in dividends over the past 12 months
Purchase Price = ($31.50 x100 shares) + $28 commission = $3,178
Selling Price = ($38x100 shares) - $42 commission = $3,758
Capital gain = $3,758 - $3,178 = $580
Total Return = $160 Current Return + $580 capital gain = $740.

