FINANCE
Question 1 

The current rate of dividend is 0.70 (Already given in the financial statements)

The analyst’s growth rate for the next five to ten years can be estimated as follows 

0.70 = 0.54 (1+g) (1+g) (1+g). (0.70/0.54) = (1+g) (1+g) (1+g) = 1.2693. 
(1+g)^3 = 1.2693.  (1+g) = 3√1.2693 = 1.0904. g = 1.0904-1 = 0.0904. The rate of growth is 9.04% for the next five to ten years.

The retention after paying the dividends is 2.51-0.70 = 1.81 retention ratio = (1.81/2.51*100%) = 0.72. The return on equity is 0.1256 %. The growth rate for the next five years = 0.1256*0.72 = 0.090432. And the current market price of equity is $ 0.26. The intrinsic value for the stock will be = {0.70 (1+0.0904) / (0.1256-0.090432)} = $ 21.72
Question 2 

Computation of the stocks using the capital asset pricing equation at a Beta of one. The risk free rate is 1.3% and the market risk is 1.78%. The cost of equity is will therefore be    1.3%+ 1.0 (1.78%-1.3%) = 1.78%.
Using this market rate of return then a new intrinsic value of capital will be as follows;

{0.70(1+0.0904)/ (1.78-0.0904)} = $ 0.45. The calculation has been done based on the fact that the beta risk for the market is one. 
Question 3

Using the capital asset pricing method, the intrinsic value for the stocks is different because the assume rate of beta is one. When the dividend model is used, it intrinsic value also leads to a different value, which leads to a different value. The dividend model proves to be a good model simply because it is forward looking and it uses the estimated growth rate to determine the market value of the common stocks. One of the disadvantages of the dividend model is that it is based on values rates that are likely that are likely to change over time, and therefore the market value that it gives may not be a stable market price of the stock, as it may change with time. 
