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1.
Year 1 2 3
Dividend 4.5 3.5 2.5
After 3 years constant growth rate of 6% indefinitely. Return on stock is 12%.
a) Find value of stock after three years
b) find current value of stock
2. Following information has been extracted from company books
Net sales 500,000
EBIT 200,000
Interest charges 50,000
Tax 30,000
Total Avearge Assets 350,000
Find Total Asset Turnover and Net Profit Margin
3. Given, Market risk premium of stock= 10.8%, Risk free rate of stock= 7.3%, Beta of stock = 1.7.
a) Calculate expected return of stock and expected market return.
b) If beta is reduced from 1.7 to 1.2 how it will effect expected return of stock? Show calculations.
4. Values of Fixed cost, variable cost, targeted profit and output level were given. We have to calculate targeted output of the stock.

