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Preferred stock is valued as if it were:
(Aa fixed-income obligation (B)a bond
(C)a perpetuity (D)a common stock.
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Assuming that a preferred stock is worth $23, and has annual
dividends of $6, therefore, its required rate of returnis & . If
the nominal riskless rate is .07 and inflation rate is 3%, the real

risklessrateis © . [ 964 St X o abis E AT ]
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O+ & BAIF) = (17 1A F)x 1+ 8 HIEF)
(1+7%) = (1+ & A F)x(1+3%)
= EH A % =3.88%





