ACCT2060
Chapter 8 Homework

1. TTK Corp. preferred stock pays a $10 annual dividend per share.  What is the price of a share of TTK preferred if similar-risk preferred yields 8%?  What is the price if comparable preferred yields 11%?

2. A share of preferred stock with a $12 annual dividend is selling for $75.  What is the required rate of return for the preferred stock?  

3. Hillard, Inc. just paid a $2 annual dividend on its common stock.  The dividend is expected to increase at 8% per year indefinitely.  If the required rate of return is 16%, what is the stock’s value?

4. The dividend paid this year (Do) on a share of common stock is $10.  If dividends grow at a 5% rate for the foreseeable future, and the required return is 10%, what is the value of the stock today?  In year 11 (date t = 11)?

5. The current year’s dividend (Do) for a share of common stock is $2 and the current price (Po) of the stock is $30.  Dividends are expected to grow at 5% forever.  What is the rate of return for this stock?
