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Which of the following are advantages of the corporate form of business ownership? The cash flows in this
problem are semiannual, so we need the effective semiannual rate. If the bid were higher than the ask, the
implication would be that a dealer was willing to sell a bond and immediately buy it back at a higher price.
Entitlement to a larger portion of the partnership's income B. Television signals are nonrival in consumption
and not excludable when broadcast over the air. A primary reason executive compensation has grown so
dramatically is that companies have increasingly moved to stock-based compensation. Enter Solve for b.
Using the present value of a perpetuity equation will give us the value of the earnings growth one period from
today, so we need to discount this back to today. Two Questions: what investments should the corporation
make and how should it pay for those investments? To find the current dividend, we can use the information
provided about the net income, shares outstanding, and payout ratio. Not authorized for sale or distribution in
any manner. The price of any bond or financial instrument is the PV of the future cash flows. The articles of
incorporation: A. This is an important concept of time value of money. The cash flows from a share of stock
are the dividends. The coupon rate and required return are equal only if the bond sells for exactly at par. The
largest firms are usually corporations. The fact that the bond is denominated in yen is irrelevant. Agency
Problems Who owns a corporation? The capital gains yield for the stock will be the total return required return
minus the dividend yield. Young, growing companies with profitable investment opportunities are one
example; another example is a company in financial distress. The goal will be the same, but the best course of
action toward that goal may be different because of differing social, political, and economic institutions. The
price of a share of preferred stock is the dividend payment divided by the required return. Which of the
following are disadvantages of a partnership? Enter Solve for c. For premium bonds, the coupon rate exceeds
the YTM; for discount bonds, the YTM exceeds the coupon rate, and for bonds selling at par, the YTM is
equal to the coupon rate.


