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Week 2 Questions 
All sections due end of day on 9/4 (adjusted for holiday)
Question 5
Stock B deserves a higher P/E multiple to trailing earnings given the data in this chart, which shows the rate and duration of super normal growth, before fading to a normal market rate of growth of 5% is stock. It is followed by stock C and lastly stock A. We assume that each of the stocks bear equal risk levels and there are no dividends.
Question 6
Formula
P/E = (1+g) t /(1+k) t × m
Where;
P/E = Price Earnings Ratio
g = Growth rate 
k = Discount rate
m = Market Multiple
t = time
Assumption, k = 12% 
Stock A
= (1+0.15)2/ (1+0.12)2 × 18
= 18.98
Stock B
= (1+0.12)5/ (1+0.12)5 × 18
= 18.00
Stock C
= (1+0.09)10/ (1+0.12)10 × 18
= 13.72


Question 7
Portfolio
	Stock
	Amount
	Percentage

	ASV HOLDINGS, INC. (ASV)
	$ 300
	30%

	GULF RESOURCES, INC. (GURE)
	$ 300
	30%

	ELECTRO RENT CORP (ELRC)
	$ 400
	40%

	Total
	$ 1,000
	100%



Workings In Excel.

