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Amazon.com has never paid a dividend, but in November 2007 the market value of its stock was $35 billion. Does this invalidate the dividend discount model?
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Favored stock will pay a dividend this year of $2.40 per share. Its dividend yield is 8%. At what price is the stock selling?
Question 3 - 225
Preferred products has issued preferred stock with an $8 annual dividend that will be paid in perpetuity.

a) If the discount rate í 12%, at what price should the preferred sell?
b) At what price should the stock sell 1 year from now?
c) What í dividend yield, the capital gain yield, and the expected rate of return of the stock?
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Waterworks has a dividend yield of 8%. If its dividend is expected to grow at a constant rate of 5%, What must be the expected rate of return on the company’s stock?
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How can we say that price equals the present value of all future dividends when many actual investors may be seeking capital gains and planning to hold their shares for only a year or two? Explain.
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Steady As She Goes, Inc., will pay a year-end dividend of $3 per share. Investors expect the dividend to grow at a rate of 4% indefinitely. 
a. If the stock currently sells for $30 per share, what is the expected rate of return on the stock? 
b. If the expected rate of return on the stock is 16.5%, what is the stock price?  
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BMM Industries pays a dividend of $2 per quarter. The dividend yield on its stock is reported at 4.8%. What price is the stock selling at?
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Supply the missing words from the following list: fundamental, semi-strong, strong, technical, weak.
	There are three forms of efficient market theory. Tests that have found there are no patterns in share price changes provide evidence for the (1)_______form of the theory. Evidence for the (2)________form of the theory is provided by tests that look at how rapidly markets respond to new public information, and evidence for the(3)________form of the theory is provided by tests that look at the performance of professionally managed portfolios. Market efficiency results from competition between investors. Many investors search for information about the company’s business that would help them to value the stock more accurately. This is known as (4)________ analysis. Such research helps to ensure that prices reflect all available information. Other investors study past stock prices for recurrent patterns that would allow them to make superior profits. This is known as_______   analysis. Such research helps to eliminate any patterns.
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 “It’s competition for information that makes securities markets efficient.” Is this statement correct? Explain.
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[bookmark: _GoBack]Some finance scholars cite well - documented behavioral biases to explain apparent cases of market inefficiency. Describe two of their biases.
