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If	a	company	raises	capital	by	selling	more	shares,	the	result	is	a	dilution	of	the	shareholdings	of	existing	shareholders.	On	the	surface,	this	action	should	lead	to	a	drop	in	the	share	price.	However,	since	the	price	of	a	stock	in	the	market	is	based	on	the	expectations	of	investors,	issuing	new	shares	can	be	considered	as	a	positive	or	negative	for	the
price	of	the	shares	--	or	even	both	--	depending	on	the	period	of	time	of	an	investor.	When	new	shares	are	issued,	this	usually	results	in	dilution	of	shares.	Simply	putting,	diluting	a	quota	can	quickly	cause	a	decrease	in	the	per-share	value.	This	is	only	a	possible	outcome,	however.	Understanding	the	Value	of	Capital	From	an	equity	or	market	value
perspective,	selling	shares	should	not	significantly	change	the	value	per	share.	Shares	coming	out	of	the	new	issue	are	in	cash	equal	to	the	value	of	those	shares	entering	the	company.	Consider	a	hypothetical	company	with	a	market	value	of	$100,000	and	1,000	shares.	Each	part	is	worth	$100.	If	the	company	sells	100	more	shares,	it	will	bring
$10,000.	The	value	of	the	company	should	increase	by	$10,000	to	$110,000	and	the	number	of	outstanding	shares	should	increase	to	1,100,	keeping	the	$100	per	share	value.	To	Share	ValuationSelling	stocks	dilute	current	earnings	per	share,	a	metric	investor	often	uses	to	measure	the	value	of	a	stock.	If	the	$100,000	example	company	had	a	net
income	of	$5,000,	earnings	per	share	would	be	$5	for	a	price-to-earnings	ratio	of	20.	If	100	new	shares	are	sold,	earnings	per	share	drop	to	$4.55.	If	investors	believe	the	stock	should	be	valued	at	a	P/E	of	20,	the	stock	price	should	drop	to	$91	from	the	first	$100	stock	issue.	Putting	money	to	workWhat	investors	want	to	know	when	a	company	issues
shares	to	increase	capital	is	what	the	company	will	do	with	that	money	to	increase	the	value	of	the	shareholders.	Typically,	when	the	money	is	raised	by	issuing	shares,	the	company	will	provide	an	explanation	of	its	plans	for	the	additional	capital.	If	the	plan	is	to	buy	assets	or	even	another	company	and	the	acquisitions	will	significantly	increase
profitability,	the	stock	price	should	go	up.	If	the	company	is	increasing	capital	without	a	feasible	plan	for	the	use	of	the	money,	the	public	investment	can	sell	shares,	reducing	the	stock	price.	Assessing	Past	Results	Companies	that	have	business	models	of	growth	for	acquisition	can	use	selling	more	shares	as	a	regular	way	to	raise	money.	Investors
will	realize	a	couple	of	stock	issues	whether	a	company	does	or	doesn’t	do	a	good	job	of	putting	that	money	to	work	when	measured	on	a	per-share	basis.	With	a	further	stock	sale,	there	is	often	a	short-term	decline	stock	prices,	which	can	be	a	buying	opportunity	for	investors	who	believe	in	the	long-term	prospects	of	a	company.	The	price	of	a	stock
exchange	per	share	changes	when	a	company	issues	a	new	offer.	The	number	of	shares	increases	new	shareholdings	for	the	company,	however	it	dilutes	the	shares	as	each	share	represents	a	smaller	part	of	the	company.	If	the	company	offers	the	shares	to	a	low	price,	it	will	not	obtain	sufficient	capital	to	justify	the	dilution	of	stocks	to	the	original
shareholders.	It	is	possible	to	calculate	the	original	price	by	stock	action	from	the	company's	net	assets,	and	the	number	of	shares	issued	before	dilution.	Multiply	the	price	of	shares	for	the	total	number	of	shares	in	the	company	in	circulation.	For	example,	if	the	current	price	of	the	title	is	$150,	and	the	company	issued	1,200	shares:	$150	Ã	̃	1,200	=
$180.000.	Subtract	the	number	of	shares	of	the	last	offer	from	the	total	number	of	shares.	For	example,	if	the	last	offer	included	200	shares:	1,200	–	200	=	1,000.	Multiply	the	price	of	the	title	during	the	last	offer	for	the	number	of	shares	offered.	For	example,	if	the	company	offered	the	shares	at	$100	then	calculate	$100	Ã¥	200	=	$20,000.	Subtract
this	added	capital	from	the	total	from	Step	1:	$180,000	–	$20,000	=	$160,000.	Share	this	value	for	the	number	of	parts	from	point	2:	$160.000	is·	1,000	=	$160.	This	is	the	original	price	for	action	before	diluting	stocks.	The	price	of	shares	refers	to	the	market	price	of	a	share	of	shares	of	a	public	(or	private)	company.	Market	share	is	the	percentage
of	the	market	that	an	enterprise	controls	or	from	which	it	profits	during	the	business.	The	stock	prices	in	listed	companies	are	determined	by	the	market	–	essentially	by	an	agreement	between	a	buyer	and	a	seller	in	what	is	called	a	continuous	auction	market.	In	simple	terms,	the	share	price	is	based	on	the	total	value	of	a	company	divided	by	the	total
number	of	shares	in	circulation	(in	the	possession	of	investors).	Because	different	investors	attribute	different	values	to	a	company	based	on	their	methodology	and	perspective,	stock	prices	fluctuate	constantly.	The	process	of	determining	the	price	of	the	shares	is	more	complex	for	private	companies,	as	it	is	necessary	to	resort	to	experts	to	assess	the
value	of	a	company	based	on	multiple	factors,	although	once	again	the	price	of	the	shares	is	ultimately	determined	by	an	agreement	between	the	seller	and	the	buyer.	The	total	market	of	any	goods	or	service	can	be	estimated	based	on	the	total	amount	in	dollars	spent	by	all	consumers	for	the	product	or	service	or	the	total	number	of	units	sold	during
a	given	period	of	time.	For	example,	the	US	total	car	market	can	be	estimated	based	on	the	historical	numbers	of	vehicles	sold	annually.	The	number	of	units	sold	and	the	size	of	the	market	varies	naturally	from	one	year	to	another	based	on	a	number	of	factors,	such	as	economic	conditions,	new	models	and	consumer	trends,	but	each	market	is	limited
and	has	a	lower	and	higher	limit.	Once	you	know	the	overall	approximate	size	of	the	market,	a	company	competes	to	get	itpossible	number,	which	is	its	market	share.	For	example,	if	every	fifth	vehicle	sold	in	the	United	States	is	made	by	Ford,	Ford	is	said	to	have	a	20%	share	of	the	US	car	market.	When	a	company’s	market	share	increases,	it	is	likely
that	the	price	of	its	shares	increases,	as	a	higher	market	share	reflects	the	growth	and	success	of	the	enterprise	–	factors	that	influence	growth	and	successprice.	A	company	can	issue	new	shares	in	various	ways:	sell	shares	to	investors,	grant	stock	options	to	its	employees,	or	contribute	to	shares	in	employee	retirement	accounts	or	pension	plans.	The
effect	of	the	new	share	issue	on	the	share	price	depends	on	multiple	factors	such	as	the	number	of	shares	issued	versus	the	number	of	outstanding	shares	(already	outstanding),	over	the	period	of	time,	whether	the	shares	can	be	freely	traded,	and	general	market	conditions	and	investment	sentiment.	Selling	new	stocks	to	investors	to	increase	capital
is	called	a	secondary	offer.	When	a	sub-offer	is	announced,	the	share	price	usually	goes	down.	The	most	typical	reasons	are	dilution,	investor	perceptions	and	corporate	shares	surrounding	the	offer.	When	a	company	issues	new	shares,	the	number	of	outstanding	shares	increases.	Your	earnings	per	share	go	down	because	the	same	amount	of	net
earnings	must	now	be	divided	by	more	shares	outstanding.	Investor	interests	and	share	values	are	diluted.	The	larger	the	sub-offer,	the	greater	the	dilution.	The	goal	of	a	company	is	to	collect	as	much	money	as	possible	at	a	minimum	cost.	The	higher	the	stock	price,	the	fewer	shares	a	company	has	to	sell	to	increase	the	same	amount.	Since	the
insiders	know	their	companies	better	than	anyone	else,	investors	believe	that	the	latter	often	happen	when	the	stock	market	price	is	as	high	as	you	can	get	and	start	selling	to	lock	in	profits,	pushing	the	stock	price	down.	If	the	bid	price	is	significantly	lower	than	the	current	stock	market	price,	investors	who	have	paid	higher	prices	for	their	shares
feel	short-changed	by	management,	sell	the	stock	and	stay	away	from	it.	If	a	company	loses	the	confidence	of	investors,	its	stock	can	languish	for	a	long	time	as	disgruntled	investors	stay	away	from	it.	To	minimize	the	adverse	effects	of	a	secondary	offer,	a	company	may	submit	a	shelf	registration,	which	allows	it	to	sell	new	shares	periodically	as	a
guarantee	of	market	conditions.	A	shelf	registration	still	causes	dilution,	and	many	investors	use	fully	diluted	stock	counts	(as	if	the	entire	shelf	has	been	released)	in	their	calculations.	A	shelf	record	can	still	send	a	stock	price	down,	but	its	effect	can	be	less	dramatic	than	that	of	a	straight	secondary	offer.	Companies	can	also	issue	new	shares
through	employee	stock	options	or	pension	contributions.	When	an	employee	exercises	a	stock	option,	he	buys	new	shares	issued	by	the	company	at	a	predetermined	price,	but	because	the	exercise	of	stock	options	is	a	continuous	and	gradual	process,	it	does	not	have	an	obvious	impact.	current	stock	price.	When	a	company	contributes	to	the	storage
of	employee	retirement	or	pension	plans,	the	shares	tend	to	remain	there	for	a	long	time	without	affecting	the	float	(the	shares	that	can	be	freely	exchanged)	or	the	current	price	of	the	shares.	Complimentary	photo:	Eva-Katalin/Getty	Images	It	doesn't	take	long	before	starting	investors	are	hit	with	lingo	market	as	"market	price	for	action"	and	"book
price	for	action".	But	what	do	these	termsI	mean,	how	are	they	different,	and	why	should	you	care?	Join	us	as	we	analyze	the	meanings	of	both,	explain	how	to	determine	them	and	how	information	can	be	useful	for	investors	to	keep	in	mind.	Photo	Courtesy:	Trevor	Williams/Getty	Images	In	short,	the	market	price	of	a	stock	is	the	price	that	appears
every	time	you	click	on	its	ticker.	If	the	stock	is	experiencing	a	day	of	heavy	volume,	the	market	price	per	share	can	literally	change	per	second	as	the	price	oscillates	up	and	down.	This	is	because	the	market	price	per	share	is	all	about	demand	and	supply.	Basically,	it	is	the	price	that	the	stock	is	negotiating	for	at	any	given	time.	The	more	people	who
are	interested	in	buying	the	stock,	the	more	its	current	rate	will	go	up.	When	the	investors	interested	in	selling	their	shares	are	more	numerous	than	those	interested	in	buying	them,	the	price	will	go	down.	Several	things	can	cause	the	stock	price	of	a	given	company	to	move	including:	Things	like	a	large	earnings	ratio,	a	hot	new	product,	a	recently
approved	drug,	or	a	promising	new	CEO	can	cause	more	interest	in	the	company.	As	more	investors	buy	shares,	the	stock	market	price	per	share	can	go	up.	Similarly,	bad	news	can	cause	the	market	price	of	a	shipwrecked	stock.	An	unflattering	profit	report,	a	scandal,	or	a	simple	lack	of	interest	in	the	company’s	products	or	services	can	cause	sellers
to	try	to	download	their	shares	en	masse,	driving	down	the	price.	When	it	comes	to	meme	stock	or	day	trading	“stock	in	play”,	market	price	of	a	stock	per	share	can	experience	large	price	fluctuations	simply	because	of	the	volume	alone.	In	these	cases,	corporate	fundamentals	tend	not	to	matter	much,	as	the	stock	price	moves	simply	because	a	large
number	of	people	are	trading	it	at	the	same	time.	Photo	Courtesy:	Jonathan	Kirn/Getty	Images	As	mentioned	above,	the	market	price	per	share	depends	entirely	on	supply	and	demand,	which	is	ultimately	what	drives	it	up	or	down.	When	trading	on	a	web-based	platform,	it’s	easy	to	forget	that	you’re	more	or	less	participating	in	an	online	auction	for
shares	of	different	companies.	On	the	one	hand,	some	people	own	the	shares	but	are	willing	to	sell	them	for	the	right	price.	That	price	is	called	“ask”.On	the	other	hand,	some	sellers	are	trying	to	buy	shares.	Buyers	place	“bids”	on	shares,	which	is	basically	a	way	of	saying	they	will	buy	them	for	a	certain	price	and	not	a	penny	more.	The	market	price
per	share	is	the	magical	moment	when	the	price	of	a	buyer’s	offer	and	the	price	of	the	seller’s	demand	align	and	a	sale	is	generated.	As	with	any	other	product,	when	there	is	more	demand	than	The	prices	will	be	higher.	When	it	is	more	offer	that	demand,	prices	become	cheaper.	Ã,	Photo	Courtesy:	Fatcamera	/	Getty	Images	Do	you	want	to	know	the
value	of	a	company	in	which	you	are	thinking	of	investing?	It	is	possible	to	use	the	current	market	price	per	share	to	calculate	something	called	market	capitalization	of	a	company	or	â	â	â	â	â	â	â	€	™	market	capitalization.â	€	this	will	be	What	the	company's	total	value	is	on	the	stock	market	and	its	perceived	value	with	regard	to	investors.	The	market
price	per	share	of	a	company	refers	to	the	total	value	of	all	the	actions	in	being	put	together.	Exceptional	actions	are	the	actions	that	the	company	authorized	to	be	exchanged	on	the	stock	market	and	which	are	held	by	investors.	Exceptional	actions	are	contrary	to	treasury	shares,	which	are	still	actions	held	by	society.	To	calculate	the	market	cap	of	a
company,	simply	multiplies	the	current	market	price	per	share	by	number	of	total	shares.	This	will	tell	you	how	much	the	company	is	è	ultimately	applied	to	the	market.	Photo	of	courtesy:	Evgeniia	Siiankovskaia	/	Getty	Images	using	the	market	price	per	share	of	a	company	to	determine	its	market	cap	will	allow	you	to	understand	the	size	of	a	company
than	others,	as	well	as	its	value	on	the	market	in	general.	For	example,	let's	say	that	the	company	had	a	market	price	per	share	of	$	10,	while	the	company	B	was	currently	on	sale	for	$	5.	You	could	initially	assume	that	the	company	A	had	the	highest,	right	market	cap?	Not	so	fast!	DÃ¬,	after	a	further	exam	that	he	discovered	that	the	company	had	a
total	of	10	million	pending	actions.	You	could	calculate	their	market	cap	as	so:	$	10	x	10	million	=	a	total	market	cap	of	$	100,000,000	not	too	foolish.	But	let's	say	you	found	that	company	B	had	a	total	of	100	million	exceptional	actions	and	used	the	same	formula.	$	5	x	100,000,000	=	a	total	market	cap	of	$	500,000,000	ultimately,	in	the	eyes	of	the
market,	company	B	is	actually	the	most	precious	of	the	two.	Photo	of	courtesy:	Rich	images	Vintage	/	Getty	The	market	price	per	share	is	sometimes	compared	to	the	value	of	a	company's	book	per	share,	but	what	is	the	difference?	While	the	market	price	per	share	reflects	the	current	price	that	the	actions	are	selling,	the	book	value	per	share	takes
into	account	the	net	value	of	a	company.	To	determine	the	value	of	the	book	per	share	it	would	start	with	the	total	activities	of	the	company	and	then	subtracts	its	passivities.	The	responsibilities	can	include	things	like	debt,	overload,	and	supplies,	etc.	The	difference	between	the	two	reflects	what	the	company	applies.	Tell,	for	example,	that	the	total
activities	of	company	C	were	$	100	million,	but	they	were	also	$	40	million	in	debt.	So	their	net	value	would	be	60	million	dollars.	Once	you	arrive	at	that	figure,	you	would	smuggle	it	for	the	number	of	shares	of	the	company	C	pending.	Let's	say	in	this	case	that	they	had	10	million	pending	actions.	So:	$	60,000,000	/	10	million	=	a	book	value	per
share	$	6K	this	problem?	Because	comparing	the	value	of	a	company's	book	by	action	to	their	current	market	value	for	It	can	be	a	great	way	to	find	growth	opportunities.	For	example,	if	the	company	was	currently	negotiating	at	a	market	price	per	share	of	$	2.00,	it	could	be	a	sign	that	the	company	is	underestimated	and	that	the	current	price	is	a
good	purchase.	On	the	other	hand,	if	the	Company	C	actions	were	currently	on	the	market	for	$	12	per	share,	you	be	a	little	more	distrustful	because	they	could	be	overrated	and	intended	to	correct.	correct.
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