
Topic 5. Stock market 

 

Stock prices 

- par value 

- book value 

- market value 

 

Some shareholder ratios 

 

- Payout ratio = Div/Net profit 

- Plawback (retention) ratio = 1 - Payout ratio 

- Dividend yield = Div/Market price of a share 

- EPS = Net profit/Number of shares 

- P/E ratio = Market price of a share/EPS 

- ROE = Net profit/Equity 

- Gearing (leverage) = LT debt/Equity 

 

 

 

 

 

 

 



Valuing stocks 

 

- Holding period return 

 

 
 

 



DDM 

 

 
 

 



Example 

 
 

Solution: 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Valuing stocks 
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Answer: 

 

The difference in stock prices =  

= Present Value of Growth Opportunities (PVGO) = 

 
 

 

 

 

 

 

 

 

 

 



Valuing stocks 
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