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ROE and EPS
	Return on equity states the amount of profit earned by the firm. It also displays the amount of profit earned by the firm attributable to the shareholder's investment. ROE shows the proportion achieved by utilizing shareholder's funds. It is a significant measure for evaluating the firm's performance, and the higher, the better. Return on equity is arrived at by dividing the net profit by the average shareholder equity. In a market, a firm with a high return on equity has a higher probability of generating cash internally. In a situation where a firm has a low ROE, it implies that it has not utilized shareholder's capital efficiently. Such action reflects that the firm is not in a position to provide substantial returns to the investors. Financial analysts consider ROE of less than 14 percent as not satisfactory (Jin, 2017). However, companies with a return on equity of more than 20 percent are regarded as a favorable investment. Return on equity also impacts stock valuations; thus, higher ROE implies the companies have higher valuations. Evaluators use ROE to highlight corporate growth. Earnings per share EPS is typically considered the widely utilized performance benchmark. Besides, the majority of investors are acquainted with the valuation multiple ratios. In such P/E, percentage earning per share is the denominator. Lastly, in the modern-day share evaluation procedure, EPS growth is of most importance (Nafisah et al., 2020).
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