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Stock Valuation
Why do we invest in certain stocks over others? How can we calculate if the return is worth investing our capital in a company? Where do stocks gain their value and how can we compute if the current value is appropriate?
Chapter 8 helps us understand how to use various methods to establish valuation techniques that are widely applied in our business and personal lives. We will understand what these calculations measure and how they influence our concepts of risk and return in stock valuation. We will begin to discover the value of stocks and how to minimize our risks while maximizing our profits.
More specifically, after studying this chapter you should be able to describe:
· The definition, calculation and use of "beta".
· The difference between risk and return in owning stocks.
· The concepts of the Capital Asset Pricing Model.
· How to determine a firm's future profit potential and relation to stock price.
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