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C ESTIMATED AVERAGE ANNUAL RETURN OVER NEXT FIVE YEARS

B AVERAGE YIELD OVER NEXT 5 YEARS
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5 5-YEAR POTENTIAL

E PRICE TARGET (Note: This shows the potential market price appreciation over the next five years in simple interest terms.)

D UP-SIDE DOWN-SIDE RATIO (Potential Gain vs. Risk of Loss)
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Note: Results are expressed as a simple rate; use the table below to convert to a compound rate.

4 EVALUATING RISK and REWARD over the next 5 years

B LOW PRICE -- NEXT 5 YEARS

A HIGH PRICE -- NEXT 5 YEARS

(a)  Avg. Low P/E

(b)  Avg. Low Price of Last 5 Years  =

(c)  Recent Severe Market Low Price =

(d)  Price Dividend Will Support

Avg. High P/E 

Assuming one recession and one business boom every 5 years, calculations are made of how high and how low the stock might sell.
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This combines price appreciation with dividend yield to get an estimate of total return.  It provides a standard for comparing income and growth stocks.

  The upside-downside ratio is the key to evaluating risk and reward.
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3 PRICE-EARNINGS HISTORY as an indicator of the future
This shows how stock prices have fluctuated with earnings and dividends.  It is a building block for translating earnings into future stock prices.

    

  

  

Table to Convert From Simple to Compound Rate

Simple Rate

Compound Rate
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