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	Two Parts  Homework -  Please see instructions below. 
	
	
	
	

	
	
	
	
	

	Homework 1 
	
	
	
	

	Using the financial data available on Yahoo! Finance, calculate (1) the business value added, (2) management value added, and (3) return on management for each of the following four health care companies that are part of the S&P 500 companies. Use each companies' most recent full fiscal year. Do not use the TTM (trailing twelve months) data (if available). Assume that the interest rate cost of shareholder capital is 0.10 (10.0%).

	
	
	
	
	

	
	Company name
	Ticker symbol
	Subindustry
	

	
	Cerner Corporation
	CERN
	Health Care Technology

	
	Gilead Sciences, Inc.
	GILD
	Biotechnology

	
	Johnson & Johnson
	JNJ
	Pharmaceuticals

	
	ResMed, Inc.
	RMD
	Health Care Equipment

	
	
	
	
	

	

	Note: To get the 2020Q1 PCEPI, go to FRED, search for PCEPI, and then select EDIT GRAPH:


	
	
	
	
	

	Ticker symbol
	CERN
	GILD
	JNJ
	RMD

	Business value-added
	 
	 
	 
	 

	Management value-added
	 
	 
	 
	 

	Return on management (enter as a decimal, with 3 decimal places; e.g., 0.364 instead of 36.4%)
	 
	 
	 
	 



Under Modify frequency, select Quarterly. You can then hit the big X to close that menu. That will give you access to the needed quarterly value. Note, however, that for the current dollars, you will be using the annual PCEPI values.


	
	
	
	
	
	

	
	
	
	
	
	

	
	Please see below Homework 2 (ignored the gray boxes) 
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	

	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	You are given the following information for a healthcare company:
	

	line #
	
	
	
	
	

	1
	Total revenue
	#N/A
	
	
	

	2
	Total non-capital costs
	#N/A
	
	
	

	3
	Capital equipment purchase price and original market value
	#N/A
	
	
	

	4
	Equipment salvage value, as percent of purchase price
	#N/A
	
	
	

	5
	Depreciable life of the capital equipment, years
	12
	
	
	

	6
	Annual return on capital invested in a similarly risky investment
	8%
	
	
	

	
	
	
	
	
	

	7
	1. Assuming that the tax laws require accountants to use a 10-year straight-line depreciation of the original purchase price net of the salvage value (e.g., a $10,000 piece of equipment with a salvage value of $1,000 would have annual depreciation of ($10,000 - $1,000)/10 = $900), calculate the annual accounting profits.
	

	
	
	
	
	
	

	8
	2. Calculate the economic profits using the average annual opportunity cost of the capital. 
	

	
	
	
	
	
	

	
	



