 WACC PROJECT
 
Base your answers on information from the most current bond and stock quotations from The Wall Street Journal, a Standard & Poor's Bond Guide or another reliable bond information source.
 
How are the company's bonds listed? 
The best place to find bond information is from a "Standard and Poor's Bond Guide" or by calling a local brokerage firm to see if they have a recent bond guide.  You can just list each bond.  For instance:
 
Deb 7.5 Feb 2009
Nts 6.2 Aug 2011
 
How many bond issues does the company currently have listed on the bond market and what are their market prices?  
You can use the month end bond price.  Remember that bonds are quoted as a percentage of par value.  For instance, a quote of 93 would mean 93% of par.  So on a Par 1000 bond the market value would be $930 which is 93% of par.
 
In what year will the bonds mature? 
Just list the maturity dates.
 
What is the current yield on the listed bonds, assuming an indefinite maturity date?  
It is listed in a "Standard and Poor's Bond Guide".  Or you can take the Coupon and divide it by the price.  For instance a 7.5 coupon divided by a 93 market price would give you 0.0806452 or 8.0652%.   
 
What is the weighted-average interest rate (yield to maturity) of the listed bonds? 
Average out all of the yield to maturities.  This will be the "kd" component of the WACC formula.
If your company does not have any bonds, then you can guesstimate what they would pay on the debt they do have in case the company uses another form of debt financing that does not use bonds.  Or, if your company does not have any debt, then the whole debt portion on the WACC formula would be irrelevant.
 
How is the company's stock listed? 
Find your company's ticker symbol on either the New York Stock Exchange or on the NASDAQ exchange.
 
What is the current market price of the company's common stock? 
One place to get a current quote is at http://finance.yahoo.com.
 
What is your stock's Beta? 
One place to find your company's beta is at http://finance.yahoo.com.  Enter your company's symbol in the box and it will pull up some recent quote information.  On the left side of the screen, you will see a link under "Company" called "key statistics".  Click on the key statistics and one of the stats that will pull up is your company's beta.  
 
What is your stock's required rate of return? (Assume the average T-Bill yield is 5.5%)
Also assume that the market is going to return 10%.  You can use the following formula:
ks = kRF + (km – kRF)s
This is the formula from the "Weighted Average Cost of Capital" lecture.  "kRF" is the same as the T-Bill yield which we are saying is "1.5%".  "km" is the same as the market return which we are saying is "10%".  Once you found your beta number, you can calculate your stocks required rate of return.  There other methods for calculating a stocks required rate of return, but for this project, I am recommending this way.  If you want to use one of the other methods, I will accept that as well.  Just explain how you calculated those numbers.  This number will be the "ks" portion of the WACC formula.  Also, if your company does not have any debt or preferred stocks, then this number would be your WACC because your company is 100% financed by stock or equity ownership.
 
Does your company have any preferred stocks outstanding?  
You can look at your company's balance sheet to check this out.
 
List them.  
At the Yahoo Finance link, do a symbol lookup.  For instance, you can type in "Ford Preferred".  It will pull up a bunch of preferred stocks.  Scroll down to the Ford Preferred stocks.  You will see that "Ford Motor" has two preferred stocks.  Their symbols are F-PA and F-PS
 
What is the weighted average of all the yields of the preferred stocks? 
If you company has more than one preferred stock issue, then average out the dividend yields.  This will be the "kp" portion of the WACC formula.  If your company does not have any preferred stocks, then this question is irrelevant to your company.  

What percentage of the company is financed by debt? 
 Here you can look at your company's balance sheet.  First find the "Total Liabilities and Owners Equity" amount.  Then take the "Total Debt" amount and divide it by the "Total Liabilities and Owners Equity" amount to get your percentage.  This will be the "wd" portion of WACC.
 
What percentage of the company is financed by equity?  
Again look at your company's balance sheet.  Refer to the "Total Liabilities and Owners Equity" amount again.  Then take the "Total Equity" amount and subtract the "Preferred Stock" amount (if any).   Take this amount and divide it by the "Total Liabilities and Owners Equity" amount to get your percentage.  This will be the "ws" portion of WACC.
 
What percentage of the company is financed by preferred stock?  
Most of your companies may not have any preferred stock, so this percentage would be zero.  If you have Preferred stock, then take that amount and divide it by the "Total Liabilities and Owners Equity" amount to get your percentage.  This will be the "wp" portion of WACC.
 
What is your company's Weighted Average Cost of capital (WACC)?
WACC = wdkd(1 - T) + wpkp + wsks
Also,  if you are having trouble finding out your company's tax rate, I'll let you assume that the tax rate is 30%.  This will be the "T" portion of WACC.
 

********Cite your sources in your report.  
