
sliabilitieCurrent

assetsCurrent
ratioCurrent =  

sliabilitieCurrent

InventoryassetsCurrent
ratioQuick

−
=  

sliabilitieCurrent

Cash
ratioCash =  

assetsTotal

equityTotalassetsTotal
ratiodebtTotal

−
=  

EquityTotal

debtTotal
ratioequity/Debt =  

EquityTotal

assetsTotal
multiplierEquity =  

Interest

EBIT
earnederestintTimes =  

Interest

onDepreciatiEBIT
ratioeragecovCash

+
=  

Inventory

soldgoodsofCost
ratioturnoverInventory =  

turnoverInventory

days365
inventorysalesDays =  

receivableAccounts

Sales
turnoverceivablesRe =  

turnoverceivablesRe

days365
sreceibablesalesDays =  

assetsTotal

Sales
turnoverassetTotal =  

Sales

incomeNet
inargmofitPr =  

assetsTotal

incomeNet
assetsonturnRe =  

equityTotal

incomeNet
equityonturnRe =  

shareperEarnings

sharepericePr
ratioPE =  

sharepervalueBook

shareperValueMarket
ratiobooktoMarket =  

equityTotal

Assets
x

Assets

Sales
x

Sales

incomeNet
ROEidentityDuPont ==

incomeNet

dividendCash
ratiopayoutDividend =  

incomeNet

REtoAddition
ratiotentionRe =  

bROA1

bROA
rategrowthInternal

×−

×
=  

bROE1

bROE
rategrowtheSustainabl

×−

×
=  

t)r1(PVvalueFuture +×=  

t)r1(

FV
valueesentPr

+
=  





























+
−

×=
r

t)r1(

1
1

pmtannuityvalueesentPr  











 −+
×=

r
1t)r1(

pmtannuityvalueFuture  

r

Pmt
PerpetuityPV =  

1
m

m

rateQuoted
1EAR −+= 






  

mt

m

rateQuoted
1PVEARFV 








+×=  

tr)(1

F

r

tr)(1

1
-1

C  Value Bond
+

+
+

=



















 

 
Fisher effect: 1 + R = (1 + r) x (1 + h) 
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CFAT = CFBT (1 - T) + DEP (T) 
 
Payback period is the time (T) such that:  ∑  CFt = CF0 
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Total dollar return = Dividend income + Capital gain (or loss) 
 
Total return = Dividend yield + Capital gains yield 
 
Dividend yield = Dt+1 / Pt 
 
Capital gains yield = (Pt+1 - Pt ) / Pt 
 
Ex-ante: 
E(R) =  ∑  Pi Ri  from i = 1 to n 
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CAPM: E(Ri) = Rf + β j [E(RM) – Rf) 
 
WACC = WP x RP + WE x RE + WD x RD 
 
 
 

 
 

MACRS Factors 
Year 3-Year        5-Year 7-Year 
   1  33.33%      20.00% 14.29% 
   2  44.44      32.00  24.49 
   3  14.82      19.20  17.49 
   4    7.41      11.52  12.49 
   5        11.52    8.93 
   6          5.76    8.93 
   7       8.93 
   8       4.45 


