
The more your money works for you, the less you have to work for money.

HW - Chapter 9 - Dividend Policy - Q3

(i)      As per Walter’s Model, Price per share is computed by using the following formula:

Po = {D + R / Ke  (E-D) } / Ke

= 18 + (0.25 / 0.15) (60 - 18) / 0.15

= Rs. 586.67

(ii) As per Gordon’s model, when r > Ke, optimum dividend payout ratio is ‘Zero’.
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