
I. Part I:  Dealing with 

More Than One Stock

A. Portfolios

1. Diversification

2. Expected Rate of Return 

on a Portfolio

3. Portfolio Effect

4. Correlation Coefficient

B. CAP-M

C. Beta

1. Market Risk

2. Market beta=1

3. Beta of a portfolio

D. Putting CAP-M to Work 

for You

1. The formula

2. Using CAPM for Required

Rate of Return

E. The Security Market Line

1. Constructing the SML

2. Using the SML

II. Part II:  Stock and 

Bond Valuation

A. Terms

1. Par Value

2. Coupon Payment

3. Coupon Rate

4. Market Interest Rate

5. Maturity Date

B. Bond Present Value

1. Determining Current Price

2. Shorter Periods

C. Discount and 

Premium Bonds

1. What’s with Interest Rates

2. Discounts

3. Premiums

4. Current Yield

5. Yield to Maturity

6. Yield to Call

D. Stock Valuation

1. Preferred Stock

2. Constant Growth Stock – 

the Gordon Growth Model

3. Differential or Supernormal

Growth Stock
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Expected Rate of Return on a
Portfolio:  K̂p=W1K1+W2K 2+W3K3

Capital Asset Pricing Model (CAP-M):
Ks=Krf+β(Km-Krf)

Future Value:
FV=PV(FVIF)

Future Value of an Annuity:
FV=PAY(FVIFA)

Present Value:
PV=FV(PVIF)

Present Value of an Annuity:
PV=PAY(PVIFA)

Present Value of a Perpetuity:

PV= PAY
i

Bond Current Prices:
BPV= Coupon Payment(PVIFA)+Par Value(PVIF)

Discount or Premium:
(Old Pay-New Pay)x(PVIFA[new rate and period])

Bond Current Yield:
Current yield = Interest Pay

Bond PV

Present Value of a Preferred Stock:
PV= D 

Kp

Present Value of a Normal Growth
Stock:
(Gordon Growth Model)

P0 = 
D1 where D1=D0 (1+g)

Ks-g

Present Value of a Differential 
(supernormal) Growth Stock:
1. PV of Dividends
2. Apply Constant Growth Formula

P0 = D1

Ks-g

3. Discount Normal Growth Value
4. Discount Supernormal Dividends. Add dividends to

present value of normal growth stock.

FORMULAS

Other titles available from The Standard Deviants:

Algebra Part 1
Algebra Part 2
Microeconomics
Macroeconomics
Statistics Part 1
Statistics Part 2
Statistics Part 3
Calculus Part 1
Calculus Part 2
Physics
Biology
Pre-Calculus Part 1
Pre-Calculus Part 2
Chemistry Part 1
Chemistry Part 2
Chemistry Part 3
Psychology
Finance Part 1
Finance Part 2
Finance Part 3
Accounting Part 1
Accounting Part 2
Geology Part 1

Geology Part 2
Basic Math
Trigonometry Part 1
Trigonometry Part 2
Organic Chemistry Part 1
Organic Chemistry Part 2
Organic Chemistry Part 3
Astronomy Part 1
Astronomy Part 2
Anatomy Part 1
Anatomy Part 2
Business Law
English Composition
Spanish Part 1
Spanish Part 2
Marketing
Differential Equations
Sociology Part 1
Sociology Part 2
Physics Part 1
Physics Part 2
Nutrition
French Part 1

French Part 2
Geometry
Pre-Algebra

No-Brainers:  The Video Guides
to Life

Resumes and Cover Letters
Public Speaking
Buying a New Car
Internet
Dating
Interviewing
Quick and Easy Cooking
Investing
Wine
Automotive Care
Taxes
Personal Finance
Guide to PCs
Healthy Cooking
Entertaining at Home
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