
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

 
 
 
 
 
 

 
 
 

Market risk premium, (R M ) – R f 
Cost of Preferred Stock: 
RP = D / P 0 
Weighted Average Cost of Capital: 
E = market value of equity = # 
outstanding shares times price per share 
D = market value of debt = # 
outstanding bonds times bond price 
V = market value of the firm = D + E 
w E = E/V = percent financed with equity 
w D = D/V = percent financed with debt 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 



 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


