NAME:

Tue/Thur class

Economics 134A, Fall 2004
MIDTERM 2

SOLUTIONS

Your TA (circle one).  Ying (Tracy) Sun, Wei Cui, Byvung Sen,

Section time:

Marick Sinay, Francisco Azeredo, Darius Martin

FOR FULL CREDIT YOU NEED TO SHOW YOUR CALCULATIONS FOR EACH

QUESTION.

1. Tracy buys 100 shares of stock for $54. This stock pavs a dividend of $2 per

share at the end of one year. Tracy reinvests this money in more shares. At that

time the price of the stock is $50. After another vear Tracy receives another

dividend of 52 per share. Upon receiving this dividend, Tracy sells out her position.
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The price at that date is $61.

What is the two-vear total return on the stock?
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