I. Chapter 9: Capital Market Theory
A. Returns
1. Total Dollar Return = Dividend Income + Capital Gain

a) Capital gain exists even if you haven’t sold the stock

(1) You decide what to do partially based on it, so it exists in some way, right?

(2) You could get that value at almost any time if you wanted to

2. Percentage Return

a) Dividend Yield
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b) Capital Gain
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c) Total return 
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(2) Return = Last Year’s Dividend Yield + Capital Gains Over The Last Year

3. Risk Premium

a) = Return(Risky Asset) – Return(Riskless Asset)

b) Results from the riskiness of the asset

c) Also called “excess return on the risky asset”

B. Risk Statistics

1. Variance

a) And the Standard Deviation!
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