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A stock is a security that entitles shareholder ownership to a proportion of the corporation’s profits and assets. Stocks are divided into common and preferred stocks. Stocks are traded on exchanges either physically or virtually where buyers and sellers meet and decide on prices (Evgeniou et al., 2018). Companies do sell common and preferred shares to raise equity capital but in some circumstances, the company may be forced to repurchase it. A company may decide to buy back its stocks when it wants to reduce the number of outstanding shares in the market due to its increased ownership by shareholders (Nguyen et al., 2019). When the shares of a company have been discounted steeply or undervalued in the market, the company may decide to do buybacks. A company repurchasing its shares can be a way of boosting the key financial ratios of a corporation.
[bookmark: _GoBack]A buyback of share example a Zak Plc company with 20 million owing shares, trading at $50 per share. The company then repurchases 10 million shares owing, the corporation’s stock price then rises to $100 per share. Repurchasing of stock may have several disadvantages. One of them is that it may take a longer period for a company to buy back the anticipated amount of shares (Hill et al., 2018). It also tends to negatively affect the liquidity of shares. Buybacks also tend to lower the free float percentage and reduces equity capital.
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