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GOLDEN EDUCATION

PART 1 Quantitative Analysis

I —
Reading 6 The Time Value of Money

O FIZRp9ER

TR A2  Nominal Risk-free Interest Rate = Real Risk-free Interest Rate + Inflation Premium

. Return of Risky Asset = Nominal Risk-freé Inreresi: kabe +7 kisk Premium
ABR AR Risk Premium = Default premium + Liquidity premium+ Maturity premium
O HEsk
LE N I & m
RAFE > HHF Ii’f; EAR=(1+r—s) V.
TV Ty AR

Ja#:gif'] EAR =e"s—1 m: "‘#"’3 6@‘&:9:3{&:

O IHESEERER
Y48 (FV) Fv =pPV- (1 +%)m n: F#

O &
(Pelpemﬂyﬂ(ﬂtf; pv=é A: HRAEK
I
Reading 7 Statistical Concepts and Market Returns
O 14{E(Mean)
FAEH YN X; X
(Arithmetic Mean) 4= "5 ===

AATFH G = VXX X3 X,
(Geometric Mean) Periodic RetUrNgympound = ¥ (1+ R1)A +Rp) -~ (1+R,)— 1
ECR ]

P _ N
¥ Harmonic = §N L
(Harmonic Mean) Ty

k/1#% % Harmonic Mean < Geometric Mean < Arithmetic Mean

il &
(Weighted Mean) W = Zi=1WiXi

O i (Median)
nNAHH% TEK = (nH) /24 Eéhd

nAEH Tk = n/25 (n+2) /2 AL E LR,
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I —
Reading 7 Statistical Concepts and Market Returns

O #E3IEEHFERE (Absolute Dispersion)

A S
. s A
LTS y W :
Ly=(n+1)—=— y: AR
(Quanties) 7 100 Ly: PEHEEE,
ﬂi) Range = Maximum Value — Minimum Value
FHENBRR —
n n: R
Deviation (MAD))
HTE T G- ® po BARHME
(Population Variance) = N N: B4K)p
HEFTE I
. Th, (X, -X) 2 X: BAHE
(Sample Variance) ¢2 =1nT n: Bk

I —
Reading 7 Statistical Concepts and Market Returns
O “a3EEHERE (Absolute Dispersion)

LA 2R,

EARRAE SN (X, —p) 2 ur BARGAE

(Popubtion Standard Deviation) 0 = [~*=—F——— N: &&kEkD
WAFE [ g X: HAHME

(Sample Standard Deviation) $= |=—— ———— n: HAXD

O AEXIEIEFERS (Relative Dispersion)

2 # UNE-Y
ERFH s s: HAEAE
(Coefficient of Variance) ¢V = § X mionm
- H :é-'ﬁi}ﬁﬁ
WE X RER A il
(Chebyshev's ioquality) PU— KIS X Su+ka) 21— :>1E‘-4$*Tlﬁi

Reading 8 Probability Concepts
O #E= (Probability)
EZ A

(The Probability of Event E) 0<PE)<1
ERBHEH MBS _
(Sum of Probability) Z PE)=1

&% 0dds for the Event E = P(E)/(1— P(E)) X
(Odds) 0dds against Event E = (1 —P(E))/p(E) T (E): FHER 2 em%

pome P(AB) : AF=BF| 8 £ 4 6%
 RREE L pUABIPG) P(AIB): BA &0 AAR L0 B
(Joint Probability) P(B): BA&tmAE
BIEHORERE Lo p pa)

(Joint Probability of

Independent Events) P(AB) = P(A)P(B)

D ————
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Reading 8 Probability Concepts

O #E=K (Probability)
LA ¥
AFBE VA — ¥ R AL
(Probability that at keast one P(A + B) = P(4) + P(B) — P(AB) m EAFBEF, WP (AB)=0
event occurs)
amENK
(Total Probability Rule)

P(A)
= P(A|S1)P(S1) + P(A|S2)P(52) + -~ S1. S2--SnZ 5 Hi&F
+ P(A|Sn)P(Sn)

RetifaX AL = P(B|A)
(Bayes’ Formula) (41B) = P(B)

X P(4)

R LmEAL EX)
(Total Probability Ruke for = E(X|S1)P(S1) + E(X|S2)P(52) + -
Expected Vale) + E(X[Sn)P(Sn)

EX[Sn): SnA A& AXE A2 1E
S1. S2---SnZF BB

|
Reading 8 Probability Concepts
O thAERESXM: (Covariance and Correlation)

2# AX
Cov(RyRp) Cov(Ry,Rp) € (—0o0,+x)

WFEE  n WHERTO, AFRANMLEAR
(Covariance) = » P(Ryy,Rp)[Ra; —E(RY)][Rp;— E(RR)] wEshegaYE; A ENT0, £

=1 TEAZEFRALHNNES.

pij €[-11]
A AR Cov(RyR;) Cov(RyR;) pij =1, R BRiZA8BERRX
(Correlation) P4 =g T T T g pij =1, Ry BRyEABM A%

pi,j =0, Ri —‘%ij‘ﬁ’]&%%

I —
Reading 9 Common Probability Distributions
O B (Discrete Distribution)

L3 AKX

Yol Rondom Varabksh — 7 p: KM A

ZF XM GTE
. e n: AEAI Bk A
("“"mo:”?"'?"“f:)‘ ot =np(=p) p: I MRE
EE FYCT TV B ne BB HRIA
(Probabiity of Binomial P(x) = C¥p*(1 - p)"~*= ———p*(1—p)"* p: RBAAGEE
Random Variables) r=x)lx! x: RBRINEGRK

O %4570 (Continuous Distribution)

A AR
EAPFRAR K-y X: #ﬁ%mﬂﬁ, HAELERH
S g u: ERZAHHLE
(Standardization) a o: EANHRAE

L s ————
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I —
Reading 9 Common Probability Distributions

EZ. AX
RLshortfaIIIeveI
A
oA ngati,,:E_(RM E(Rp): R DL -

Reading 10 Sampling and Estimation
O B{5X[a (Confidence Interval)

E2 ] AR
MM EAENA .
(Confidence Interval of X+ Z,,/ZT BARTT £ Ot
Population Mean) "
A EE KM . .
(Confidence Tnterval of X + tm% jﬁﬁiiiiﬁr
Population Mean) % =n

I —
Reading 11 Hypothesis Testing

A AR
z: 2B 48
KRR E Ty X: HAM4E
BHhTEED) = Ho: M EHHE
N o BARRE
by tRBSHE
EANHMS BRI E : _X-p X: HARE
BEFEAL) TS o po: MR EARHE
s: HAREE
A thp: tRBGHE
X EEAEBEITE t,,_2=r n—2 r- *‘fi*ﬁ%%&
vi-r® . n: HAXD

PART 2 Economics
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I

Reading 12 The Topics in Demand and Supply Analysis

O skigft(Elasticity of demand)
MA&®H  The sensitivity of the quantity demanded to a change in price.
Wb The sensitivity of the quantity demanded to a change in income.

The responsiveness of the quantity demanded to a change in price of substitutes or
ML P g P

complements.
O itEak
Agg
g X %AQY _QF _ (AQF\[Py &
(Own-price ehsticity of demand)  Efx = yap. ~ APy = \ P, gg) [x FEXEHE
PX
Agg

X #M %AQ¢ d AQH\ (P, . ww
(Cross-price elasticity of demand) Egy = %AP,; - _A}I;’(Z - (_X) (-") Pyt WEVHHS

AR %AQd  Tof =(A_05§)<1) I: BN

(Income elasticity of demand) Ef = %Al Al Al Q_,?

Reading 12 The Topics in Demand and Supply Analysis
O WA (Revenue)

BN _
(Total reverwe, TR) ER=Fal
PN TR
(Average revenue, AR) AR = )
B FRACN ATR 1 o )
(Marginal reveme, MR) MR = T MR=P [1 —m] £ % KB IE
O B# (Cost)
(Total cost,)&'l"g TC=TVC+TFC
FHERAE gpo TFC
(Average fixed cost, AFC) Q
FATERE . _TVC
(Average variable cost , AVC) Q
BERRA e ATC
(Marginal cost , MC) AQ
]

Reading 14 Aggregate Output, Prices, and Economic Growth
O GDPYEREE(GDP deflator)

Nominal GDP

GDP deflator = Wx 100

O GDPEYZE A (GDP calculation)

C: #AIIHR
Xk _ _ I: BRAARITRE
(Expenditure approach) EHF= G AR~ G: BUFHMNLH
X—M: $ho
MOk ~ S: BAHITRE
(Income approach) L5 =8 4a il T: AN
O #5mH#ERe (Quantity theory of money)

MV =PY V: RRRERE

P: BAMMAKRE
Y: FREAN/LH
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-
Reading 14 Aggregate Output, Prices, and Economic Growth

O 4£F=®# (The production function )

ENIE 3
(Production ﬁfmf’on) Y = Af(LK) ABRRE/ 22T LEE

O E7EGDPiEE (Growth in potential GDP )

Growth in potential GDP = Growth in technology + Wy, (Growth in labor) +~W (Growth in capital)

Growth in potential GDP = Long-term growth rate of labor force +Long-term labor productivity growth rate

O AMBEEGDPIEKEE (Growth in percapita potential GDP )

Growth in per capita potential GDP = Growth in technology +W¢ (Growth in capital-to-labor ratio)

I —
Reading 15 Understanding Business Cycles

O %dkZE (Unemployment rate)

Unemployment rate = Unemployed /(Labor force)

O ZHEhEE85=R (Participation ratio)

Participation ratio = Labor force/(Working —age population)

]
Reading 16 Monetary and Fiscal Policy
O #5MIEEL (Money multiplier)

Money multiplier = 1/Reserve requirement

Money created = New deposit x Money multiplier = New deposit/Reserve requirement

O B|EDRU (Fisher effect)

Thom = Treal + €Xpected inflation

O WBEEEL (Fiscal multiplier)
B4 g AL ¢ BRI 4R E

o Fiscal multiplier =1/(1—c¢
Ignoring income taxes P =z} (Marginal propensity to consume)

FRARH: L P e
Tnchding income faxes Fiscal multiplier = 1/[1—c(1—1)] t # B Net tax rate)

D s
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I
Reading 18 Currency Exchange Rates
O SCRRCER(Real exchange rate)

Reald/f H 9‘:’]‘5‘51:*
P Nominaly,,: %3LL#
= g ' 4 a/r
Realy/r = Nominaly,, X Ps P, SRS RE
Py REMHKF

O FZEF{fi(Interest rate parity)

Ffurward(D/F’): EIRICE

Frorward(n/r) — 1+ 7p Sepot 0/F): BripC &
Sspot@/ry  1+Trc rpe ABRRAEA R
TR SFERAREA R

PART 3 Financial Reporting
and Analysis

I —
Reading 19 Financial Statement Analysis: An introduction

O MEREST (Financial Statement Equation)
P4

2K

T2 REREEX _ pisbsiog o
shedbequfiar) Assets = Liabilities + Owners’ equity

#| ‘Aﬂi%i\ Income — Expenses = Netincome
(Income statement equation)

HAUIEEX

B o ; Comprehensive income = Net income + OCI
(Comprehensive income statement equation)
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I —
Reading 21 Understanding the I/S
O fSAlES-EAERIIES (Earnings Per Share — Basic EPS)

Basic EPS = — NI — DiVpreferred stock .
Weighted average number of common shares outstanding

O fShelEs-FRERIES (Earnings Per Share — Diluted EPS)

Diluted EPS = —— NI — DiVpreferred stock + A%F .
Weighted average number of common shares outstanding + A%

I —
Reading 21 Understanding the I/S

O SHEMIES- TRt
ADF  TERBL LIRS x FAARA
ADH  THBERERE x BHRILE

O SHEEIES-aIER
AT THHEHENLRA
ADE  HEARB(THLE eﬁﬁ+ 1,000) x $#ei %

O SHEEEEs-ER/BUE
AT 0
ADE ATAGAM R — AT 5 S MRS
AFTFHEAMBAH  ATRRBEDE X TR + AFTHAY-FHN#

I —
Reading 21 Understanding the I/S
O ShRiET-1aeRERFER

AR K32 8 )
Basic EPS < L B A#BAER, ®HDiluted EPS = Basic EPS
ASF
] ADF . L. , .
Basic EPS> S #HBER, AAA XK hDiluted EPS<Basic EPS

L s ————
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I
Reading 22 Understanding the B/S
O &H@#E (Consolidated Goodwill)

SHHE

: — T o ; -
(Consoliaied goodwill Consolidated goodwill = Purchase price — Fair value of acquiree’s net identifiable assets

STHRNEF ENAMAE  Fair value of net identifiable assets
(Fair value of net = Fair value of acquiree’s identifiable assets
identifiable assets) — Fair value ofliabilities and contingent liabilities

I —
Reading 23 Understanding the C/F
O SEEIMER(CFO)-EiEE(Direct Method)

CFO Calculation by Direct Method

Cash received from customers A/Rpgg + Netsales — Cash received = A/Rgpg

. . Invg,g + Purchase — COGS = Invgpg

Cash palissuppliers A/Pgeg + Purchase — Cash paid = A/Pg,q

Cash paid to employees Wage payableg,, + Wage expense — Cash paid = Wage payableg,q
Interest paid Interest payableg,, + Interest expense — Cash paid = Interest payablegng

Taxes paid Tax payableg, + Tax expense — Cash paid = Tax payableg,g

I —
Reading 23 Understanding the C/F

O SEEMEF(CFO)-EESE(Indirect Method)
CFO Cakulation by Indirect Method
Start point NI

Step one: Adj. income satement + Depreciation/Amortization

tems +/— Non operating items

Step two: Adj, bakince sheet —Increase/+Decrease in non cash current asset accounts(eg: A/R, Inventory...)

Soms —Decrease/+Increase in current liability accounts(eg: A/P, Tax payable...)

=CFO

D ————
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Reading 23 Understanding the C/F

O REERER(CH)- S EIS™
Cakulation of BV of disposal BVpeg + Purchase — Depreciation — BVp;gposa1 = BVEng

Caleulation of cash proceeds from disposal Gain/Loss from disposal = Cash proceeds— BVbisposal

O BE®B3ER(FCFF/FCFE)
FCFF(1) FCFF = NI+ NCC— WC Inv.—FC Inv. + Interest exp.x (1 — Tax rate)

FCFF = CFO — FC Inv. + Interest exp.X (1 — Tax rate)
FCFF@) CFO = NI+ NCC — WC Inv.

FCFE(1) FCFE = FCFF — Interest exp.x (1 — Tax rate) + Net debtborrowing

FCFE(2) FCFE = CFO — FCInv.+ Netdebtborrowing

I —
Reading 24 Financial Analysis Techniques

O Eizae & (Activity Ratios)
Turnover Ratios Number of Days = 365/Turnover
A/R turnover = Revenue / Ave.A/R Days of sales outstanding(DSO)
Inventory turnover = COGS/Ave. Inventory Days of inventory on hand(DOH)
A/P turnover = Purchase/Ave.A/P Number of days of payable

Total assetturnover = Revenue/Ave. Total asset 5

O jEHARMEREEILEE (Liquidity Ratios)
%0 b % (Current ratio) Currentassets/Current liabilities
% 3 Y £ (Quick ratio) (Cash + Marketable securities + A/R)/Current liabilities
# 4% (Cashratio) (Cash + Marketable securities) /Current liabilities
% % F #$(Operating cyck) DOH +DSO
3,4 # 3% A #(Cash conversion cyck) DOH + DSO — Number of days of payable

I —
Reading 24 Financial Analysis Techniques
O {<HAGHAE LS (Solvency Ratios)

Az#f(Leverage) Debt/Equity, Debt/(Debt+Equity), Debt/Assets, Ave.Assets/Ave.Equity

#) 8 & ¥ 4% & (Interest coverage) = EBIT/Interest

fEH(C
et (Coverage) B % % M #% 4% $ (Fixed charge coverage)

= (EBIT + Lease payment)/ (Interest + Lease payment)

O ZEFIRESILLEE (Profitability Ratios)

FAEMEE  ROA=NI/Average total assets
(Return on capital) ROE=NI/Average total equity

FlEe Gross profitmargin=Gross profit/Revenue
Pro ﬁt/Slales) Operating profitmargin=0perating profit/Revenue
Net profit margin=Net income /Revenue

&if: 400-600-8011 HEFE: cfa@gaodun.cn RJiE: http://finance.gaodun.cn | SIS
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Reading 24 Financial Analysis Techniques

O #FEIFEoHr(DuPont Analysis)

NI
Ave, Equity

<\
S
7

¥R ROE =

—##% ROE = ROA

Ave. Assets
ve. Assets. Ave. Equity

) X Financial leverage(

ROE

) X Total asset turnover
nue.

Ave. Assets

Ave. Equity

. NI
Eqhk Nee proficmatefn (Reve ve. Assets

X Financial leverage

ROE

NI EBT EBIT
= Tax burden (ﬁ) X Int. burden (—) X EBIT margin (

EBIT

Revenue )x Fi iall
—_— inancial leverage
ve. Assets 3

Bk

X Total asset turnover

Revenue )

Revenue
Ave. Assets

Ave. Equity

WEZ> RIS
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)

I —
Reading 24 Financial Analysis Techniques

O TfEEZE(Valuation Ratios)

CFoO

H15 % F % 3 A #(CFO per share)

Common dividends declared

Weighted average number of shares outstanding

418 & #)(Dividend per share)DPS

Common dividends declared
Net income attributable to common shares

B A FAY #(Dividend payout ratio)
7 44 8 £ (Retention ratio) 1 — Dividend payoutratio

T4 4 9% K % (Sustainable growth rate)

Weighted average number of shares outstanding

DPS

" Eps

ROE X Retention rate = ROE X (1 — Dividend payout ratio)

I —
Reading 25 Inventories

O E#RE{E(Loss Measurement)-IFRS
AR 32 (Loss recognized) Loss recognized = BV of inventory — NRV
T H HA{ENRYV) NRV = Selling price — Selling costs

O FHE{E(Loss Measurement)-US GAAP
#4832 (Loss recognized) Loss recognized = BV of inventory — Market
4
Replacement cost € (NRV — Profit, NRV)
 (Market)
Replacement cost < NRV — Profit

Replacement cost = NRV

O #FESH(Inventory Analysis)-LIFO Reserve

US(From LIFO 1o FIFO) COGSEjpg = COGSy g — ALIFO reserve

T 3% (Market) L&
Replcement cost
NRV-Profit

NRV

ALIFO reserve = LIFO reserveg,y — LIFO reservep,,

B/S(From LIFO to FIFO) Inventoryppy = Inventory; g + LIFO reserve

&if: 400-600-8011 HEFE: cfa@gaodun.cn RJiE: http://finance.gaodun.cn | SIS
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I —
Reading 26 Long-Lived Assets
O &EFEFH|H(Depreciation)

FEHE %A E(Depreciation cost/expense)

HEIR &K Bepredation sxpense= Cost— Residual value
(Straight fine Method) P P = T Useful life

H 2
jﬂﬁ;}?—DHDg Depreciation expense = TretalTife X (Cost— Accumulated depreciation)

~Ek Cost— Residual value

(Units of production Method) Depreciation expense = Tl capacity X Actual output in current period

I
Reading 26 Long-Lived Assets
O KHBEFoRE(mpairment)-IFRS
WAL 2 (Impairment recognized) Impairment loss = BV of assets — Recoverable amount

T )¢ B 4 #i(Recoverable amount) The higher of NRV or Value in use(PV of Z CF;)

& PLAMENRV) NRV = Fair value of assets — Selling costs

O KHISEFR{E(mpairment)- US GAAP

i g A WAL: BV ofassets > Undiscounted future cash flows generated by assets
KB (rpaiment. s FWAE: BV of assets < Undiscounted future cash flows generated by assets

A7 2 (Impairment tecognized) [mpairment loss = BV of assets — Fair value of assets(or PV of z CF;)

I —
Reading 27 Income Taxes
O FrfE#i(income Taxes)-EAN,

Fir #3449 M (Income tax expense) Income tax expense = Current tax payable + ADTL — ADTA
B 3R #3#4(Tax payabk) Current tax payable = Taxable income X Current tax rate

H3E BRI =/ R H(DTA or DTL) Temporary difference(|Accounting base — Tax base|) X Future tax rate

O Frf8#i(Income Taxes)-FiZRareaiFSE

PR G H HEAAFHRIT /R % OTA or DTL) Temporary difference(%) x New tax rate

A K % 4 TAL(ADTA or ADTL) ADTA or ADTL = New DTA or DTL — 0ld DTA or DTL

S
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I —
Reading 28 Non-current (Long-term) Liabilities

O HIfAfE(Long-Term Liabilities)-#THAHEA

¥ #1 # ﬁ‘#ﬂ " lﬁ AR (PV) I;‘VN—_)—ll:‘a;r value,PMT = —Coupon payment,[/Y = Effective market rate, N

O &HAfAfR(Long-Term Liabilities)-fS4EHE
FV = —Par value, PMT = —Coupon payment,1/Y =
T T o e e L ——
BVE_1 + Interest expenset — Coupon payment = BV

N t—?—?f'] ﬁ H‘](Interest expenset) BVt_l x Effective market rate
» t—‘f-iﬁ‘?ﬂ (Coupon payment) Par value X Coupon rate
tﬁ"ﬁ‘#ﬂ’ﬁ\ﬁ?‘ﬁﬁ#ﬁ’iﬁ@ond amoriuatlon) Intemeet expense—Coupon payment
E‘ kHﬂﬁfm(Long-Term Liabilities)-£ JJ:EELA

RABEGR/RNESR  REGEgRRTEGHSE 00

Cash pald> BVt—> Loss
BV, — Cash Paid .
Cash pald< BVt—> Gam

I
Reading 28 Non-current (Long-term) Liabilities
O #Z&FHA(Lessee)

WJ*“%#\ A “ROU” asset=A lease hablhty—PV of fixed lease paymems

Balance sheet
The balance of the lease liability is reduced for the portion of the lease payment that
represents repaymentof the lease liability.
EaitE Income statement
IFRS and finance lease under US GAAP: Depreciation expense on the “ROU” asset;
Interest expense on the lease liability
Operating lease under US GAAP: A single lease expense

O A (Lesson-AEZEH Finance Lease)

HE ﬁ_ﬁkﬁ‘ﬂ‘i(sdes-type kase) BB A8 (Direct financing lease)
Sellmg proflt or loss = Revenue — COGS
I/S Revenue = Value ofleased asset No profit recognized
EUETY Y COGS = Carrylng value of leased asset
B/S Remove leased asset Remove leased asset
Lease receivable and residual Lease receivable
E&itE /s Interest income = Implicit interest rate X Lease receivableg,,

PART 4 Corporate Finance
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I —
Reading 19 Capital Budgeting

O {ERERRVENER

NPV—i Ch Outl
Ly

CF, = after-tax cash flow at time t

# A8
(Net present value,

WEZ> RIS
http://finance.gaodun.cn

Decision criterion:
If NPV > 0, then invest

NEV) r = required rate of return of the project IFNPV <0, then do not iwvest
Outlay = cash investment at time zero
ALY o CF, The discount rate that equates the sum of the present
Cinbernl ok of Z—t =0 value of cash flows with iniial outlay.
retun, IRR) 43 (1+IRR) g
wrwen 2 e
(Payback period pB=a+l = the absolu of ¢ ive c W a
Pi3) C end of the period A
C = the cash flow during the period afier A
A% Pl= PV of futr;: TaSh flows Decision critetion:
(Profitability index — 0 If PI > 1, then accept/invest
, P g 27 If PI < 1, then teject/not invest
ICR |
]

Reading 20 Cost of capital
O IMESEARREA (Weighted average cost of capital, WACC)

W4, Wy, W,e = the proportion of debt, preferred shares, and common
stocks that the company uses, respectively

kg, kps, o = the before-tax marginal cost of debt, preferred shares,
and common stocks, respectively

t =the company’s marginal tax rate

wWACC
=wg X kg X (1—1) + Wy X kpe + Wy, Xk,

O fRSAA (Costofdebt) : ZUHAMESER (Yield to maturity, YTM)

__PMT____PMT __ PMT _ FV
TU+YTM) T (L + YTM)? A+YTM)"  (L+YTM)"

By

Py= the currentmarket price of the bond
PMT= each period’s coupon payments
YTM= the annual rate that an investor earns on a bond if the investor
purchases the bond today and holds it until maturity
n = the number of periods remaining to maturity

]
Reading 33 Cost of capital
O {schpkA (Cost of preferred stock)

ks = the cost of preferred stock
D= the preferred stock dividend per share

kps = EE
3 P =the current preferred stock price per share

O ELi@mAA (Cost of common equity, or cost of equity)

k.. = the cost of common equity

B; = the return sensitivity of stock I to changes in the
market return

Ry = risk-free rate

E(R,,) = the expected return on the market

E(R,;) — Ry = the expected market risk premium

TAL = RHEA
(Capital asset pricing model,

kee = Rp+ Bi|E(Ry) — R
CAPEES 'y + Bil ]

L s ————
&if: 400-600-8011 HEFE: cfa@gaodun.cn RJiE: http://finance.gaodun.cn | SIS
14



AN\ . WEZ> RIS
%7 Ebigijz 5&% http://finance.gaodu:cn
I

Reading 33 Cost of capital
O EERAA (Costof common equity, or cost of equity)

JE A 05 BAR R - g = the growth rate of anmal dividend
(Dividend discomt Mr= ;:+ g b = retention rate = 1 —dividend payout ratio, ¥ Ak &
(2 g=ROExb *, : .
model, DDM) D, =Dy X (1+ g), the expected dividends next period.

O ELi@kALEs (Cost of common equity, or simply called cost of equity)

HFAE R RGBS Kk, Risk premium: R@EH, HBMAMET RELEH

(Bond yield plus risk premium) = Fa + Risk premium A% & @& 42t & T 40 F R 69 55 AR

O SEXMAGTHEXIEMESFIAZ

1
_aD Basser = the unleveraged beta
e 1+a-9g Bequity = the leveraged beta
(Estimating and = = o t, D, E refer to public company’s data.
determining B Bequity = Basset [1 +(1—-t) F] t', D’, E’ refer to non-public company’s data.

RER Basser = Bequity

]
Reading 34 Measures of leverage
O &EFHKE (Degree of operating leverage, DOL)

A A X
% change in operating income (EBIT) AEBI T/EB IT
DOL = - ; =
% change in units sold AQ /Q
P = untt price of a product
R V = unit variable cost of a product
EBIT = Operating income = (P —V)Q—F Q= quartity ofaproduct
Contribution margin F = fixed costs of production, irrelevant to
quartity produced

¢ __Q(P-1)
sDOL& A7 X4 %EA: DOL= s

I —
Reading 34 Measures of leverage

O WMEATHKE (Degree of financial leverage, DFL)

E- ¥ 3/ F W
DFL = % change in net income _ ANI/NI _ EBIT
" Y%change inEBIT AEBITf. . " EBIT—Int
STDFL A &5 XAk £ :
DAL= [QP-=V)-=F] Int = fixed financial costs (interest expense)

[Q(P—V)—F — Int]

O JWIHTKSE (Degree of total leverage, DTL)

£ AKX
_ % change in net income _ ANI /NI DITL is the product of DOL and DFL.
~ % change in number of units sold Asales/Sales
SDTLE A XA T H
P -V)

DTL = DOL X DFL = ——m8mM————
o QP=-V)—F—Int

D ————
&if: 400-600-8011 BEFE: cfa@gaodun.cn RAHE: http://finance.gaodun.cn | BIfEE
15



N\ _ .

\Eﬁ f —

Sy RIS
I

WEZ> RIS
http://finance.gaodun.cn

Reading 34 Measures of leverage
O £2E®RSTER (Operating breakeven point, Qoge)

Fixed Operating Costs _ F

P=unit price of a product
V = unit variable cost of a product
Q = quantity of a product

Qons =

Unit Contribution Margin P -V F = fixed costs of production, irrelevant to

quantity produced

O ESFEm (Breakeven point, Qg)

P=unit price of a product
V = unit variable cost of a product

_ Fixed Costs _F+Int Q = quantity of a product
o5 = Yniz Contribution Margin~ P-V F=fixed costs of production, irrelevant to
quantity produced
Int = fixed financial costs (interest expense)
]

Reading 35 Working capital management

O FatEUEEmEIE

iR
(Current ratio)

EEhLE
(Quick ratio)
BB AR

(Accounts receivable (AR)
turnover)

ARAKE
(Inventory turnover)

BATRB AR E
(Accounts payabke (AP)
turnover)

BES A
(Net operating cyck)

Current assets
Current liabilities

Cash + Short — term securities + Receivables
Current liabilities

M Number of days in receivables = —_ 365
Average AR AR turnover
Costsgyhgoags sald (COGA) Number of days of inventory = — 388
Average inventory Inventory turnover
griiphiazes Number of days of payables= -
Average AP AP turnover

Number of days in receivables + Number of days of inventory
— Number of days of payables

Reading 35 Working capital management
O EeBmiEs®R (Yield) AxU0E

yRiR TS
(Money market yield)

R EE

(Bond equivalent yield, BEY)

PIER YAl E S
(Discount-basis yiekl)

E)(e2)
(u) x (365) FV = face value

P a P = purchase price

M = number of days to maturity
(FV —P) (360)
— x —
FV M

O SSHAERRAA (Costs of borrowing)

kAR A
(Costs of borrowing)

Interest + Dealer's commission + Backup costs
Loan amount — Interest

O RfIMERETIE (Management of accounts payable)

R B A
(Costs of trade credit)

365
14 %discount \days past discount
1 — %discount

&if: 400-600-8011 HEFE: cfa@gaodun.cn RJiE: http://finance.gaodun.cn | SIS
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PART 5 Equity Investment

I —
Reading 36 Market Organization and Structure

O #T#FEkT(Leveraged Position)
A3 AKX
 dAm# . Value ofthe Position
P, :if Aefhif -4
i& M RIE A B AR 1—IM  Py: i i
(Margin Call Price) 1—MM IM:#0ds5iE4 ]
| MM: B RiE e

I —
Reading 37 Security Market Indexes

O s&EHR(Index Return)
27 AX

PR;: Mt#=H
(Pr'ne%nfniﬁ PR, = @ Vi, BAGRIERA
o

Vo BARAREAE
TR;: #EF4R
EER Vi—VotIng Vio BRAEHE
(Tomal Return) TR = =5 v,: gpinshitdsk
JIncy: MFHEREMKE

O MMEISUEEL (Price Weighting Index)
A BR

SR P BIRGEEME
A AL G ]ndex:Tl N: Winit & &
P& N P . 5
et namy  Index= 2L DS WA

Divisor

L s ————
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I —
Reading 37 Security Market Indexes

O SEMUEE(Equal Weighting Index)

24 AKX
. PR;: #iREHF M4 TR
SREABTENEE  Index, = Index, (1+ 22100y Index,, FRAH A2
N Index,. HAAH# 488

N TR;: & B
FRELEHEMH  Index, = Index, (1+ M) Index;: KM
N Index,: A 46458

O HEIMBUEE (Market-Capitalization Weighting Index)

E4:3 K
T N x Pl PL: BiRIEAHPAME
"‘T"'fﬁﬂﬂlfﬂ‘*&@*ﬁiﬁﬁ Index; = ]ndexo% PO;: %b‘aﬁ#%ﬁ@m%
i=1 Ni X P0; N BiRIEHAHF
¥N . (N;xP1;+Di)

T E BR4EH  Index, = Index, Dy FiREHMAEICE (Fldo: EAD)

YN, Nix PO;

I —
Reading 41 Equity Valuation: Concepts and Basic Tools
O BEFliFEERY(Dividend Discount Model, DDM)

2% AKX
Vo: ME OB ZIA[L
— PR A AR V= Dy & Py Dy, F13H AR A
(One-Period DDM) "0~ (14 1) " (1+1) P BES1HMMANE
r: AL
N A AL N D Py Di: #iFAARA
(N-Period DDM) °"Zi=1m+(1Tr)N Py: ZNBARAAE (BHEA)
XERRRE O D Dy(l+g) g AR LR
(Gam) Vo=G= 5)_ o= Do: B & 45 OB 21 i X A9 AR A
_ DD(1+gh)i Py . 1 3% 5
4 B BRI AR V°"Zi=1 e N o LM
(Two-Stage DDM) Dyss o
Py = ﬁ Dys: HN+1H AR A
—Bl
SIRRAI AL v,,=g D: ARIEA)

I —
Reading 41 Equity Valuation: Concepts and Basic Tools

O ML IERY(Free Cash Flow Discount Model)

A Y
A AR N FCFE; i 1 5
= 1 FCFE;, %ifAs s a ilei
(FCFE) Vo E :i=1 oy  Hei) A

O SEHuEE (Multiplier Models)

£ e
AT RE P Price Per Share
(Leading P/E) E Forecast EPS Next 12 Months
SRR P Price Per Share
(Trailing P/E) E EPS Previous 12 Months
sugyTas P_Di/E Ey: B ORERILES
(Justified Leading P/E) E r—g D, /E,: A S AR
WE P Price Per Share
(PB) B~ BookValue Per Share
4% P _ Price Per Share
(P/S) 5 Sales Per Share

L s ————
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GOLDEN EDUCATION

I —
Reading 41 Equity Valuation: Concepts and Basic Tools

O FeHEa(Multiplier Models)
E4 S
#A#E P _ Price Per Share
(P/CF) CF  Cash Flow Per Share

434 EV = MV of common stock + MV of preferred stock
(Enterprise Value) + MV of debt— cash and investments

MV: ¥ %418

ER LR e ) Enterprise Value R
. e pE e EBITDA: A8L47 10 B4H3T 414
(EV Mutiple) EV Multiple EBITDA AT BT AL

O EFERIHEER (Asset-Based Models)
e I
A TFH & 0418484  Marketvalue of equity = Market value of assets -Market value of liabilities

PART 6 Fixed Income

I —
Reading 42 Fixed-Income Securities

O Eg(Coupon)

286

(Coupon) Coupon = Coupon Rate X Par Value

O 2aiEERH5(Floating-rate Notes)

SHARFHARER - :
(Floating Rate Note) Coupon Rate = Reference Rate + Quoted Margin

REEHERELE — Maxi .
Reverse FRN) Coupon Rate = Maximum Coupon Rate — Leverage X Reference Rate

O PERHESI(Embedded Option)
TR e A

(Callable Bond) VCallable Bond = VNon—callable Bond ~ VCall Option

TAgGE v v
(Puiabh Bond) Putable Bond — YNon=-putable Bond + Put Option

Bk v _
(Convemble Bond) VConvertible Bond — VStraight Bond T VCall Option on Equity

&if: 400-600-8011 HEFE: cfa@gaodun.cn RJiE: http://finance.gaodun.cn | SIS
19



T\ WP . WMEFS RIERIR
%7 Ebigijz 5&% http://finance.gaodu:cn

I
Reading 44 Introduction to Fixed-Income Valuation
O TmhighBiZ(Market Discount Rate, )

PMT F i # R amii
P= z £ :
1+ T)t a+nn T)" r: WHTRE

O ZHAKEEEE(Yield-to-Maturity, YTM)
S =z PMT, N F F. h# 2 @Mi
L (L+YIM)® " (1+YTM)"  yTM:5ipicis %

O EPHEFIZE(Spot Rates, Zero Rates)
F. A Eaia

B z PMT,
(1+Zt)t (1+ " Z At S R AAATE A AT LA (B A &)

O ER&imiEfIZE(mplied Forward Rate)
IFR,p_,: VAARTRIA2 %, YA(B — A)% FTR 892 IAA( 3
(L +Z)*X (1 +1IFRyp_2)°~4= (1 + Z5)® Z,: BATR A AR R A £
Zg: BTRABH B IA £

I —
Reading 44 Introduction to Fixed-Income Valuation
O EfFIZR(Par Rate)

Par = PMT Par
AR A AL Par: AR GHE
(Par Rate) oUT PMT HI XA £ &
Par Rate = ——
Par

O RERNFITE(Price Quotation and Calculation)

Full Price = Flat Price + Accrued Interest (AI)

N Flat/Clean Price: ff 34 #
(Full Price/D ﬁ‘#Pfc‘g Dirty Price = Clean Price + Accrued Interest (AD)
FullPrice = [+ 2ot o + B (14T kAt R EXSIAZH
.. i R #
(Ac Int}‘fezreit,#‘k% A1=%x PMT T AT & B Z @69 X4

Reading 44 Introduction to Fixed-Income Valuation
O MHEKzRERSEERkEER(Current Yield & Simple Yield)

& Bl $(Cme nt Yield) CurrentYield _Annual Coupon payment
Flat Price

~ : 3 . . __ (Annual Coupon Payment+Straight—Line Amortization of Discount or Premium)
) # 0 # #(Simple Yield) Simple Yield = e

O FESFBRZEAGSEFIZE(Annual Percentage Rate)Z [AIHEAE R

G+ e 1+ e ::If:j;ztm&
O #5Hmhi%TE (Money Market Instrument)
(Discount R:tzj}];i; PV =FV x (1-222x DR) DRAF o
(Add-on Rawti?ﬂ:(il); - @T{;-“ZTM) AOR: B Ao 2

L s ————
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Reading 44 Introduction to Fixed-Income Valuation

O WEsEEFE(Yield Spread)
Eg A2
(Zero Volatility Spread, Z-Spread)

FRAEAN
(Option-adjusted Spread, OAS)

_wn PMT FV

PV =%i (1+7z+2)¢ 1 A+Z,+2)"

OAS = Z-spread - Option Value (%)
Callable bond: OAS < Z-spread;
Putable bond: OAS > Z-spread

Z,,: BOR AR 3R - H B0 A &
Z8 % #Z-Spread

Reading 46 Fixed-Income Risk and Return
O UYrekER A BA(Yield Duration)

FE i€
(Macauky Duration)

15 EAH
(Modified Duration)

AR EAH
(Approximate Modified Duration)

REAK/ EAAIR
(Money Duration/Dollar Duration)

T4 txPVCF;

MacDur = 3, PVCE,

MacDur
14r

%APrice ~ —ModDur X AYield

ModDur =

PP,

ApproxModDur = TR AVl X B- (AYield) x Py

ApproxMacDur = ApproxModDur X (1 +r1)
MoneyDur = ModDur x Price(Full)
APFUl » _MoneyDur x AYield

PVCF,: th Rl AR A
¥ PVCFy: FiA 4 LA AL A

roA b R

AYield Mk & 2 T ALK

Pk B 2y — AR FH
FMhi EA G o R A
P8 A B FALE B
FMN AT G 6 T FAMA

r: iR KR
Price(Full): & # 2%
AYield M B B E 425

Reading 46 Fixed-Income Risk and Return
O E&5#E(Price Value of a Basis Point)

EEAE
(PVBP)

PVBP =

P

O WrasZedhee AA(Curve Duration)

HHAH
(Effective Duration)

EffDur =

P —P,
2 X (ACurve) x P,

O &&EAESARI(Portfolio Duration)

BF AR
(Portfolio Duration)

Portfolio Duration = w; Dy + w,Dy + -« + w;D;

 —P, Polcs T B — AR AR RS
> Py R b A — AR A

ACurve: B £ R T EIIE R
P BEEREAT RS2 RAT
AT HMA LA otk A A

Pl BB E RGO LESASALS
AR T 5 A

Pyolic st o B R ALHT OB RAN A

wi R FiM A E
Dy: R #His AR

&if: 400-600-8011 HEFE: cfa@gaodun.cn RJiE: http://finance.gaodun.cn | SIS
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Reading 46 Fixed-Income Risk and Return

O [ME(Convexity)

1.7 4
(Convexity)

1
%APrice” ! ~ [—ModDur X AYield] + [E X Con x AYiede]

WA A
(Approximate Convexity)

AeDE
(Money Convexity)

HEOAE
(Effective Convexity)
O ZAHAERO(Duration Gap)

At
(Duration Gap)

P_+P,—2P,

ApproxCon = —( AYicld)?x P,

MoneyCon = Convexity X Price™!

1
APPHR ~ [—MoneyDur x (AYield)] + [Ex MoneyCon x (AYield)z]

P+ P, —2P,

EffecCon = (ACTE)ZXPO

Duration Gap = Macaulay Duration - Investment Horizon

Reading 47 Fundamentals of Credit Analysis
O FRHRRS%ER (Expected Loss)

S B e P e

(Expected Loss)

O BAEEEYEE(Recovery Rate)

BB TRE

(Recovery Rate)

O FIE(Yield Spread)

A £

(Yield Spread)

Expected Loss = Default Probability X Loss Severity

Recovery Rate = 1 — Loss Severity

Yield Spread = Credit Spread + Liquidity Premium

PART 7 Derivatives
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Reading 48 Derivative Markets & Instruments

O mHI&£I(Forward)

EHEH 5 HE Payoff of the Long (4 #1 2} 18) = Sp—Fy(T) Fy (T): #n o  69THE 2] 31 & A4 A%

(Payoff of the Long)
L NHERBH
(Payoff of the Short)

O EikHE(Call Option)

HERARPRAE
(Payoff from Buying Call Option)

3% & B A)IE
(Profit from Buying Call Option)

B AP S
(Payoff from Selling Call Option)

&8 & RIRA) A
(Profit from Selling Call Option)

Payoff of the Short(&-# 2| $18) = F,(T) — Sy S TH R &9 544

Cy = Max(0,57—X)
1_[ = Max(0,5,—X) - C,
—Cp= —Max(0,5; — X)

1_[ = —Max(0,5;, - X) +C,

Reading 48 Derivative Markets & Instruments

O FBEHN(Put Option)

BE AR
(Payoff fiom Buying Put Option)

XA BIRAHE
(Profit from Buying Put Option)

R B BRI AAR B
(Payoff from Selling Put Option)

H 8 B B IR AFE
(Profit from Selling Put Option)

Pr= Max(0,X — S7)
1_[ = Max(0,X - S;)— P,
—Py=—Max(0,X —Sy)

1_[ = — Max(0,X — S;) + P,

Reading 49 Basics of Derivative Pricing and Valuation
O MEREIE(Present Value of Discounted Cash Flow)

AEFREAE

(Present Value of Discounted g,

Cash Flow)

O EHiEAENSb{E(Pricing and Valuation of Forward)

BITHAME

(Value at Initiation)

BiTet A BN

(The Forward Price at Initiation)
ARBHE

(Value During the Life)

2\ HHE

(Value at Expiration)

E(Sp):f 2 ATH 3 69 SR 218
ri AR £
E(S. 3
A =_(1+5:)1)T_9 +y AR A

O: A B F BAT ARG
y:RAEE AT AR S WA

V(T =0

(M= (S—y+1+n)T y— 05 A AL
T: 4% 2] J7E 1]

=8, —=(y— - ]
D=5 =Gr=OQ+DRMATD™ 5 st & 4 H 4 830

Ve(T) = Sp— Fy (T)

&if: 400-600-8011 HEFE: cfa@gaodun.cn RJiE: http://finance.gaodun.cn | SIS
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Reading 49 Basics of Derivative Pricing and Valuation

O HEES{ErRE(Value of Option Premium)

BRI
(Value of Option Premium)

O HBCEMN2AU(Put-Call Parity)

BAEH AKX

(Pu-Call Parity) “ T T R)T S+P

SR AT RZ I (Synthetic Position)

WEZ> RIS

http://finance.gaodun.cn

Option Premium = Intrinsic Value 4+ Time Value

C:A& FIRA BG4
P& B BN A
SR E MM

L XATRM (AHARESHAGRE)

i
SRERMR o, X
CBgritetic Cal) (L+RT CA RIS A4
SRERMBR ,_.. X o PARIR S K
(Synthetic Puf) * — ™~ " (1+R)T S E SN
ARFHEE b XATAA (B o 42 T B4 4 09 @)
(Synthetic Stock) S=C+(1+Rf)r_P +:B %kt
SARRBES _ X SRR
(Synthetic Bond) (13 R)T TS C
I
Reading 49 Basics of Derivative Pricing and Valuation
O ixH — B2 = (Put-Call-Forward Parity)
o X ____BD CA& IR B 46
mpEpay | CFROT GHROTTT ARG
. H
(Pu-CaltForvard Pai) X R,@) XATRA (AT R E & 065 80 48D
a2 S
O =—HI—W#1E8(One-Period Binomial Model)
U L# AT

TR BBEE () mp=1—1y

TRAFO) p =%

1+R,—D
U—-b

LR PR () 7 =

PART 8 Alternative Investment
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Reading 50 Introduction to Alternative Investments
O AR5 (Commodities)

AR S
BRHH
(Futures Price) Futures Price »~ SpotPrice (1+R¢) + Storage Costs - Convenience Yield
RREH Futures Price > Spotprice
93
(Backvifniiﬁ Futures Price < Spotprice

PART 9 Portfolio Management

I —
Reading 52 Portfolio Risk and Return: Part I
O a8 8 (Measurements of Return)

Py R

WARKAE  PreDr Pp: F AN

HHFHM s & Ry+R, +Ry+--+R, Ry Ry Ry: BERER LA
(Arithmetic Return) F = n n: BEBK
HPR,, - HPR,: #3&H il

WEMRF g TWR

(Time-weighted retum, TWR) =[(1+HPR1)x---x(1+HPRn)]%—1 IT £x
ﬁﬂuwkﬁi“m
-weighted Ref 1 n =0 CF, CF;: IR

(Money-weig M;xs CFy + T MWR)1+ +(1+ MR 0 1 3

O ¥FEEL(Utility Theory)
E(R): F A HMlkAE
LETY 1, U: BEAGRA
(Utlity Function) U= E(R) —5 40 A: AR EEHK
g FrUSEGRAE
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Reading 52 Portfolio Risk and Return: Part I

O MMRIEEFHESHRIKES (Return of portfolio with two risky assets)

wy: FAEIGRE
Rp=a)1R1+(1—a)1)Rz Ry: ﬁfi‘ﬂ!‘)ﬂiﬁ?—
Ry: T 28y %

O FENRIEE=EEHNNEERIsk of portfolio with two risky assets)

o, = Ja)falz +w? o + 2w, w,cov(Ry,R,)

=Ja’%0'12 +0} 0F +20,0,0,0,p, 5 cov(Ry,Ry): F VA2 SR H £
prp: FARDKA RS EHAX R

,Eﬁsﬁi cm;(x,y) - Zliv=1(JCi_ E(i]))(yi_ E(y)),px’y _ Co:(:fy) . Tx,y= fF17ﬁaZﬂi_§.$éﬁ#$#ﬂ*:ﬁ&
x0y
g _ 2= 0 Gi— ) _ cov(x,y)
BA cov(xy)= pr ) Ty = S5y

Reading 52 Portfolio Risk and Return: Part I

O FRIEEZHMRNREETZHESHES (Return of portfolio with risk-free asset and one risky asset)
Oriseyt TEH F HRE
Rp = wriskerisky + mrisk—freeRrisk—free Rrisky: ﬂ&f?éﬁb]{(ﬁ*
Rrishesreet RAH  8MHE
O FRIEFEFFPENMIEETHERRXEE (Risk of portfolio with risk-free asset and one risky asset)
p = Wrisky Orisky Orisiys RIGH * B FOHRAE

q,

O #HWAELEZ(Capital Allocation Line, CAL)

E(R,110) — Roope
E(Ry) = Rrigieroe + —— 05— —%%0, oyt EFBEMAFHIAL
TiS|

I —
Reading 53 Portfolio Risk and Return: Part II

O &AL (Capital Market Line, CML)

Re: Ak s $
E(R,)—R, ’
ERp) =R, +%% E(Ry): TS5
m O TR B EGIRAEE
O iE{E(Beta, B)
B = c0v(RyRin) _ Pim0iGm _ O
T et ai Mg, Pim: RifeR,80%% %
cov(R, Ry) 02 B T30 R BAE
m = a2 = a =1 ﬁportfalio: BEREGGARE
n w;: KETEE A TSGR, B
Bportfalia = z wif; Z?=1wi =1

i=-1
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Reading 53 Portfolio Risk and Return: Part II
O SETFEE(Multi-factor Model)

E(R)—R; Bip: FAIMAI S st FEARF
= B;1E(Factor 1) + B;,E(Factor 2) + -+ B, E(Factor k) Rt B R

O EREFER(Single-index Model)

E(R)) =Ry = Bi[E(Rm — Rf)] E(Ry): FHGHMICEF

O TipER(Market Model)

_ a;: RIER
Ri=a;+ B8Ry +e; e;: HER
O B|AGSENER (Capital Asset Pricing Model)
E(R) = Rp + B;[E(Ry, — R)] Bi: TAIMALEATRS

I —
Reading 53 Portfolio Risk and Return: Part II

O EELkER(Sharpe Ratio)
SRp: BFVASMELILE, CALEHE

R,—R
Sharpe Ratio = SR,, = po L Opr BFELGER S
b R,: BEEAMEER
O M-Squared(M?)
q,
MZ= (Rv - Rf)a._m_ (B~ Rf) = (SRp — SR, )0m SR,: THBALKE ELE
/3

O %Eiig¥(Treynor Ratio)
R,—R;
By

O fM@2E% alensen’ sAlpha)

a, = Ry — [Ry + Bp(Rp— Rf)]

Treynor Ratio =

By B AN ERBAL
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