Year 0 Year1 Year 2 Year 3

Growth rate (g) 0 0 0 0
Required rate of return (k) 1.14 1.14 1.14 1.14
Expected dividend (D) 0 0 0 0.75
Present value of dividend 0 0 0 0.506

Expected dividend in perpetuity

Price of stock in perpetuity

Present value of stable growth dividend
Present value of stock

Year4 Year5

0.65
1.14
1.2375
0.733

0.65
1.14
2.0419
1.0605
(2.0419*1.07)
2.185/(0.14-0.07)
31.214/(1.14%5)

Rounded to cents

Perpetuity

0.07
1.14

2.185
31.214
16.212
18.516

18.52



