Stocks:
1. What is the ‘Zero-Growth Model’  Formula? 
A: 	P=D/r
2. If you own a preferred share with a fixed dividend of $6.50 and you have an expected return of 13%, what is the value of the preferred share?
A:	P=6.50/13%=
3. If a preferred share has a PAR of 100, a dividend rate of 8% and a price of $96.80, what is the Dividend Yield on this preferred share?
A: Dividend yield = Diveidend/Price=(8%*100)/96.80
4. What is the Dividend Growth or Dividend Discount Model Formula?
A: 	Price=D1/(k-g)
5. Assume the dividend next year will be $2.40, with a growth rate of 10% and an expected return of 15%, what is the price of this common stock?
A:	Price=2.40/(15%-10%)
6. If the present dividend is $4.40, the growth rate is 5% and the expected return is 15%, what is the price of the common stock? Hint: find D1 by taking the present dividend and adding 1 year of ‘growth’
A:	D1=4.40+5%*4.40=4.40+0.22=4.62
	Price=4.62/(15%-5%)
7. On Jan 1st 2004, Your Co stock had a price of $80. At the end of the year the price was $87.20 and the stock had paid $2.00 in dividends during the year. What was the total return on the stock for the year?
A:	N=1, FV = 87.20, PV = -80, PMT = 2   CPT I/Y
8. Rich Co had earnings of $12,000,000 in 2004. It needed to pay $1.5m in dividends on its preferred shares. The company has 5.25m common shares. What is the EPS for Rich Co?
A:	EPS = (10 mil-1.5 mil)/5.25 mil = $2/share
9. If the stock price for Rich Co is $30.00, what is the PE ratio based on the info in Q#8?  ---- If the ‘Industry” PE ratio is 25, what could you say about the value of Rich Co stock
A:	 P/E for Rich Co = 30/2=15 so the company is under-valuated
Bonds:
	Assume a $1000 PAR with a 8.5% Coupon rate and a price of 99.4.  The term to maturity is 12 years, and the bond pays interest annually.
1. What is the current yield on the bond?
A:  	Current yield = Annual payment/Price=85/994
2. What is the YTM on the bond?
A:	N=12, PV=-994, FV=1000, PMT = 85 CPT I/Y
3. Assume a 25 year, $1000 PAR with a 7.5% Coupon (annually) and a market rate (YTM) of 6.25%. What is the price of the bond?
A:	N=25, FV=1000, PMT=75, I/Y = 6.25 CPT PV
4. Assume an 8 year, $1000 par, semiannual interest payment, YTM of 9% and a Price of $980. Find the coupon rate for the bond. (Hint: find PMT)
A: 	P/Y=2, C/Y = 2	N=16, FV=1000, I/Y = 9, PV=-980 CPT PMT
	Annual payment = 2*PMT
	Coupon rate = Annual payment/1000
5. Joe buys a 11 year, $500,000 PAR bond (same thing as saying   500 - $1000PAR bonds). This bond offers a 6% coupon paying semiannually. The price of the bond is 98.5. 
	What is the YTM and current yield?
	A:	We can go with $100 par value. So: N=22, FV =100, PMT=3, PV = 98.5 Compute I/Y
		Current yield = 6/98.5
Amortization:
Jenny buys a home with a $225,000 mortgage at 5.2% semiannually and will pay it 
Monthly (‘end’) over 15 years.
a) What is the PMT?
A: 	P/Y = 12, C/Y = 2	N=180, I/Y=5.2, PV=225,000 FV=0 CPT PMT
b) What is the interest cost for the 1st year,…. And the first 10 years?
A: 	After we calculated PMT in a) we go to AMORT key and enter P1 = 1, P2=12 for the first year. We down arrow we can see BAL, INT ans PR
c) What is the balance after 2.5 years?
A:	see b) with P1=1 and P2=30 (30 months in 2.5 years)
d) What is the Effective Annual Rate on this mortgage?
A: 	Go to ICONV, enter NOM=5.2, C/Y =2, EFF CPT and read the value


Terms/ formulas
Dividend yield
EPS (common shares), PE ratio
Dividend Valuation (Growth) Model, zero growth model (pref.shares)
Dollar Cost Averaging
BONDS --- Indenture, debenture, convertible, callable (deferred call), bond ratings, sinking fund, mortgage bond, strip bond,yield to maturity, current yield, coupon payment, coupon rate,discount/premium, PAR
STOCKS ---cyclical, growth, defensive, income, blue chip
Cumulative feature
REIT- types of REITs
Technical vs Fundamental Analysis
Mutual Funds – balanced vs asset allocation , money market, growth,…
- prospectus, back-end fee, no load, NAV
                  

