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Hello Class and professor,

ROA- return on assets is best described s a toll to tell how well a company is using its assets by figuring out and determining
how profitable the company is relative to its total assets. ROA s one of the best way to compare to companies that are
similar and compare that said company from previous years, Return on assets calculates the company’s debt other methods
do not add debt into the metrics. The formula for ROA is” ROA= net income divided by total assets.

P/E Ratio- Price to earnings ratio, is best detailed as the company’s share price to its earnings per share. The higher the P/E
ratio would mean that the company’s stock in over-values and that investors are expecting high growth rates in the near
future. In the other hand companies that are negative or not producing and or losing money do not have a P/E/ ration. There
are two kinds of P/E ratios forward and trailing P/E that you will need to make a complete analysis of the ratio. The formula
for P/E ratio are: P/E ratio = share price divided by earning per share,

Thank you,
Ethel
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Good morning,

Return on Assets ( ROA) is the percentage found by dividing net income by the average assets (or end-of - period assets),
Measuring a business's profitability in relation to its total assets. ROA offers insight into the effectiveness of management
using its assets to generate income.

Using Johnson & Johnson's current financial data for the time ending 06/30/2020; one would see that the Net Income was
equal to 15.19 billion, and Total Assets was equal to158.38 billion. When you divide the net income by the total assets you
get 9.6% return on assets. Meaning for every dollar of assets Johnson & Johnson invests in, it returns 9.6 cents in net profit
per year.

The Price Earnings Ratio (P / E Ratio) is the relationship between a company's stock price and per share earnings. The ratio.
is determined by the division of the stock share price by earnings per share. Giving its current and future investors a
greater understanding of the worth of the business, while showing the price you have to pay per current earnings unit.

Referring back to Johnson & Johnson's financial data for the time ending 9/30/2020; an individual could find the stock price
to be 148.88 and the earnings per share was 6.36. When the stock price is divided by the earnings per share, the P/E Ratio
is 23.41. Meaning given Johnsons & Johnsons earnings, it would take 23.41 years of accumulated earnings to equal the cost
of the investment.

Generally speaking, the higher the ROA the more efficient a company is with less investment making profits for the
company. The P/E Ratio demonstrate what price markets are willing to pay for a stock today on the basis of their current
and potential earnings. P/E ratio gauges the value of a stock. The higher the ratio, the more expensive a stock is relative to
its earnings (Berger, 2020). The lower the ratio, the less expensive the stock (Berger, 2020).
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Economic conditions influence both ROA and P/E ratios because they affect corporate earnings, growth and financial
markets.
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