[bookmark: _GoBack]SAMPLE FINAL EXAM FORMULA SHEET
Interest rates:

EAR = (1+ QR/m)m - 1		k = (1+EAR)1/f - 1                  k = (1 + QR/m)m / f  - 1 

1 + Nominal rate  =  (1 + Real rate) ( 1 + inflation)	

Time value of money:


FV = 		PV = 


PV of a perpetuity =  		PV of a growing perpetuity = 



PV of annuity =    =             FV of annuity = 

PV of growing annuity = 

Bond valuation:



Price of a Bond =    =       +  
If f is the m-year forward rate in n years, then:  (1 + rn)n(1 + f)m = (1 + rm + n)m + n

[bookmark: OLE_LINK1][bookmark: OLE_LINK2]Dividend discount model:


Price of a share =   		g = ROE x b

No-Growth Dividend Discount Model: 

Constant-Growth Dividend Discount Model: 

Expected Rate of Return Formula:   

Capital Budgeting 
	
Present value of CCA tax shield with the half-year rule = 



Risk and Return and Cost of Capital

Arithmetic average:       [image: A:=\frac{1}{n}\sum_{i=1}^{n} a_i]            [image: ]                        
      
[image: ]
[image: ]
				

Portfolio standard deviation








Covariance:                  Correlation:                
Sharpe ratio:  (ERA - Rf)/σA  

The capital asset pricing model (CAPM): 





Beta of stock j:                       or 
Beta of a portfolio:    βP = w1β1 + w2β2 + … wnβn
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