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Investment

Putting your resources (money) into an instrument believing the value of 
the instrument will appreciate or the underlying to depreciate.

Foundation?



Basic Personal Financial 
Management

By George Chen Fengrong



Disclaimer

¢ƘŜ ƛƴŦƻǊƳŀǘƛƻƴΣ ǎǘŀǘƛǎǘƛŎŀƭ Řŀǘŀ ŀƴŘ ƻǇƛƴƛƻƴǎ ŎƻƴǘŀƛƴŜŘ ƘŜǊŜƛƴ ŀǊŜ ƻŦ ǘƘŜ ŀǳǘƘƻǊΩǎ 
own, and have been obtained from sources which he/she believes to be reliable, but 
it does not represent that they are accurate or complete, and they should not be 
relied upon as such. All opinions expressed and data provided herein are subject to 
change without notice. The securities mentioned in this report may not be suitable 
for all types of investors. ALL investments involve different degrees of risk. You 
should be aware of your risk tolerance level and financial situations at all times. 
Read any and all prospectuses carefully before making any investment decisions. As 
you know, a recommendation, which you are free to accept or reject, is not a 
guarantee for the successful performance of an investment and we are expressly 
prohibited from guaranteeing accounts against losses arising from market conditions. 
NTU-IIC and its members will not be held liable in any manner for any losses arising 
directly or indirectly from investment decisions undertaken based on the 
information/statistical data/opinions expressed.



Disclaimer

ÅLŦ ȅƻǳ ǿŜǊŜ ǘƻ ƭƻƻǎŜ ƳƻƴŜȅΣ ǇƭŜŀǎŜ ŘƻƴΩǘ ŦƛƴŘ 
me.

ÅLŦ ȅƻǳ ǿŜǊŜ ǘƻ ǿƛƴ ƳƻƴŜȅΣ ǇƭŜŀǎŜ ŘƻƴΩǘ ŦƻǊƎŜǘ 
me. =P
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Personal Financial Management

$ $

Active

Passive

Needs

Wants



Personal Financial Management

$ $



x = y1+ -



Personal Financial Management

$

$
Debts



Personal Financial Management

income

Expenses

Surplus

Savings

Investment

Eg dividend

loss



Financial Protection (insurance

ÅDeath 

ÅTPD

ÅPPD

ÅCI

ÅHospital

ÅDisability income

SAF Group Insurance / NTUC LUV 
plans

SAF CI plan / NTUC LUV plans 
/ iTerm plans

Medisave integrated plans 
like incomeshield



Word of advice
ÅAvoid agents at MRT stations selling you sophisticated ILPs Life 

plans.

ï30-40% of your ILP premiums goes into their pockets.

ÅBuy into lowcost term insurance, and invest the rest.

agent
Insuranc

e coy
Fund 

house

Feeder 

fund



3 important points to learn

ÅIn order to have savings, income must be 
more than expenditure.

ÅWhile growing your nest egg, it is important to 
protect your nest egg in the form of term 
insurance.

ÅClearing all debts should be the first priority 
before investing.

ÅAnalyse your personal cashflow before 
ŀƴŀƭȅǎƛƴƎ ŀ ŎƻƳǇŀƴȅΩǎ ŎŀǎƘŦƭƻǿΦ



$ $

Profit

Debt

Equity 
issue

Pay debts?dividend

tax

Buy 
machineries

Invest into 
other 

business

Investment

$

A Company





TYPES OF ASSETS

stocks bonds

options

warrants

ETFs

property

futures

forex

Arts and collectibles
Like coins,
Antiques

Unit trust

gold

commodities



Fundamental
Analysis

Technical
Analysis

macro micro

Interest rates
GDP, etc..

Management Biz Model

Financial Analysis

indicators

patterns

RSI MACD stochastic

Analysing a Stock



Questions?



Intermission



Financial Statements



What are the 3 Financial Statements?

ÅBalance Sheet

ÅIncome Statement

ÅCash-Flow Statement



The Balance Sheet

Assets  = Liabilities + Owners Equity

Business to use as an example: Cake Shop

1

2

3



The Balance Sheet

Assets 

Current Assets Fixed Assets

Showsposition of short-term assets Shows position of long-term assets

Sorted into smaller sub-accounts Sorted intosmaller sub-accounts

{Ƙƻǿ ŦƛǊƳΩǎ ƻǇŜǊŀǘƛƻƴŀƭactivities {ƘƻǿΩǎ ǿƘŜǊŜfirms capital is deployed



The Balance Sheet

What are the different types / the most 
important of Current Assets?

1.Cash

2.Inventory

3.Investments

4.Accounts Receivable 

5.Prepaid Expenses



The Balance Sheet

What are the different types / the most 
important of Fixed Assets?

1.Property, Buildings

2.Plants

3.Machinery and spares 

4.Vehicles (Aircrafts, cars) 



The Balance Sheet

What are the different types / the most 
important of Liabilities?

1. Creditors

2. Short term loans

3. Long-term loans (Bonds)



The Balance Sheet

Owners Equity

- It is the part of the Balance sheet which shows 
how all activities and assets are funded.



The Balance Sheet

(+) Revenues

(-) Cost of goods Sold

(-) Expenses

(-) Taxes and Interest 

= Net Income

= Retained Earnings

(-) Dividends



The Balance Sheet

So where do we get the information to find 
ǘƘŜ hǿƴŜǊΩǎ 9ǉǳƛǘȅΚ



The Income Statement
The Main components of an Income Statement are:
1. Revenue / Sales
2. Cost of goods sold (COGS)
3. Gross Profit
4. Operating Expenses
5. Operating Profit
6. Taxation and Interest
7. Net Profit
8. Earnings Per Share (EPS)
9. Dividends per Share (DPS)



The Income Statement
(+) Revenues

(-) Cost of goods Sold

Gross Profit

(-) Operating Expenses 

Operating Profit (EBIT)

(-)Taxes and Interest

= Net Profit



The Income Statement

The Income Statement also shows EPS and DPS. 

EPS = Earnings per share 

DPS = Dividend per share



The Cash-flow statement

How do we keep a track of the cash coming 
into and going out of the business?

Answer: You classify them into 3 categories

1. Operating Activities

2. Financing Activities

3. Investing Activities



Sample of Financial Statements



The Balance Sheet
Amount (S$) Amount (S$)

Cash 17,500 Creditors 1,000

Inventories 5,000 Short Term Loans 2,000

Investments 1,500 Long Term Loans 8,000

A / R 2,000 Total Liabilities 11,000

Prepaid Expenses 5,000 Initial Capital 60,000

Current Assets 31,000 Retained Earnings 20,000

Building and Machinery 35,000 Total Equity 80,000

Vehicles 30,000 Total Equity + Liabilities 91,000

Depreciation (5,000)

Net Fixed Assets 60,000

Total Assets 91,000



The Income Statement
Amount

Revenue 120,000

Cost of Goods Sold (70,000)

Gross Profit 50,000

Operating Expenses (10,000)

Operating Profit 40,000

Taxes (12,000)

Interest (1,000)

Net Income / Profit after Tax 27,000

No. of shares 10,000

Earning per Share 2.7 

Dividend per Share 0.7



The Cash-Flow Statement
Amount

Revenues 120,000

Cost of Goods Sold (70,000)

Operating Expenses (10,000)

Taxes (12,000)

Cash From Operating Activities 22,000

Investments in short-term debt (1,500)

Cash from Investing Activities (1,500)

Dividend Payments (7,000)

Interest Expense (1000)

Cash from Financing Activities (8,000)

Net Change in Cash 12,500

Beginning Cash 5000

Ending Cash 17,500



Questions?



Intermission



Ratio Analysis



¢ƻǇ у wŀǘƛƻΩǎ ǘƘŀǘ ȅƻǳ w9![[¸ ǳǎŜ

1. Gross Profit Margin

2. Net Profit Margin

3. Dividend Payout Ratio

4. Dividend Yield

5. Price to Earnings Ratio

6. Debt Ratio

7. Total Asset Turnover



¢ƘŜ wŀǘƛƻΩǎ ōŜƎƛƴƴŜǊǎ ǊŜŀƭƭȅ ŎŀǊŜ ŀōƻǳǘ

Gross Profit Margin = Gross Profit / Sales Revenue

= 50,000 / 120,000

=  41.67%

Learning points: 

1.Shows pricing power of the firm

2.Can show falling costs of production



¢ƘŜ wŀǘƛƻΩǎ ōŜƎƛƴƴŜǊǎ ǊŜŀƭƭȅ ŎŀǊŜ ŀōƻǳǘ
Net Profit Margin = Net Profit / Sales Revenue

= 27,000 / 120,000 

= 22.5%

Learning points: 

1.The is the real money that the firm receives 
after paying off all expenses. 

2.Directly proportional to EPS and Dividends 
paid out.



¢ƘŜ wŀǘƛƻΩǎ ōŜƎƛƴƴŜǊǎ ǊŜŀƭƭȅ ŎŀǊŜ ōƻǳǘ

Dividend Payout Ratio: 

= Dividend per share / Earnings per share or 

= Gross Dividends / Net Income

= 0.7 / 2.7 or = 7,000 / 27,000 = 25.92%

Learning points: 

1. Helps understand the likely amount that the firm 
will pay out as dividends. Useful in understanding 
how much of your return is through Dividends. 



¢ƘŜ wŀǘƛƻΩǎ ōŜƎƛƴƴŜǊǎ ǊŜŀƭƭȅ ŎŀǊŜ ŀōƻǳǘ
Dividend Yield = Dividend / Price per Share 

= 0.7 / 2

= 35%

Learning Points

1. Dividend per share is not an accurate measure 
because you may have to pay a much higher price for 
the share than its face value

2. Dividend Yield is subject to taxation at two-levels

3. Lǘ ŘƻŜǎƴΩǘ ƎǳŀǊŀƴǘŜŜ ŦǳǘǳǊŜ ŘƛǾƛŘŜƴŘ ȅƛŜƭŘǎ ƻŦ ǎƛƳƛƭŀǊ 
numbers. 



¢ƘŜ wŀǘƛƻΩǎ ōŜƎƛƴƴŜǊǎ ǊŜŀƭƭȅ ŎŀǊŜ ŀōƻǳǘ
P/E Ratio = Price per share / Earnings per share

= 2 / 0.27 

= 7.4 x 

Learning Points 

1.Time taken to earn back investment

2.Valuation of company in terms of EPS

3.Usually trades within a band of P/Es, therefore 
values companies

4.Many Companies have stable P/Es 



¢ƘŜ wŀǘƛƻΩǎ ōŜƎƛƴƴŜǊǎ ǊŜŀƭƭȅ ŎŀǊŜ ŀōƻǳǘ
Debt Ratio = total debt / total capital employed

= 10,000 / 96,000

= 10.41% 

This is also known as the gearing ratio

Learning outcomes: 

1.60% < Gearing Ratio: Firm is in trouble or is 
rapidly expanding

2.40-60%: Normal for high leverage industries

3.>40 %: Possibility of under-leverage 



¢ƘŜ wŀǘƛƻΩǎ ōŜƎƛƴƴŜǊǎ ǊŜŀƭƭȅ ŎŀǊŜ ŀōƻǳǘ
Total Asset Turnover: 

= Sales Revenue / Total Assets

= 120,000 / 96,000

= 1.25 times

Learning outcomes

1. Helps differentiate firms with similar levels of sales

2. Shows the ability of the firm to generate sales with 
the given amount of total assets

3. It is the connecting factor between the balance sheet 
and the Income statement 



Questions?



Intermission



Trend Analysis



Revenue

Year 2008 2007 2006 2005 2004

Revenue 
(mm)

32,479 24,006 19,315 13,931 8,279

Growth 35% 24% 39% 68% 33%

Apple



Revenue
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Growth

The growth peaked in 2005 
but braked sharply btw 2006-2008



Gross Margins

Year 2008 2007 2006 2005 2004

Gross 
Profit (mm)

11,145,000 8,154,000 5,598,000 4,042,000 2,257,000

Gross 
Margins

34% 34% 29% 29% 27%

Apple



Gross Margins
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The earning from every single piece sold 
has grown appx 10% over time 



Operating Margins

Year 2008 2007 2006 2005 2004

Operating 
Income 
(mm)

6,275 4,409 2,453 1,643 313

Operating 
Margins

19.32 18.37 12.70 11.79 3.78

Apple



Operating Margins
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Net Margins

Year 2008 2007 2006 2005 2004

Net 
Income 
(mm)

4,834,000 3,496,000 1,989,000 1,328,000 266,000

Net 
Margins

77% 79% 81% 81% 85%

Apple



Net Margins
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Net Profit

Net Margin

Statutory Tax increased from 28% to 30%



Dividend Payout

Year 2008 2007 2006 2005 2004

Earning per 
share

3.19 2.74 3.62 2.83 3.19

Dividend per 
share

3.01 2.97 2.46 1.97 3.01

Dividend 
Payout Ratio

94% 108% 68% 70% 94%

Taiwan Semiconductor Mfg



Dividend Payout
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Taiwan Semiconductor Mfg

A significant drop in EPS in 2007



EPS

Year 2008 2007 2006 2005 2004

Diluted 
Weighted 
Average 
Shares

902,000 889,000 878,000 857,000 775,000

Diluted 
EPS

5.36 3.93 2.27 1.55 0.34

Apple



EPS
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An explosive growth thanks to the introduction of iPhone



Liability

Year 2008 2007 2006 2005 2004

Liability 
(k) 18,542,000 10,815,000 7,221,000 4,088,000 2,974,000

Growth

71.45% 49.77% 76.64% 37.46% 14.74%



Liability

2,000,000

4,000,000

6,000,000

8,000,000

10,000,000

12,000,000

14,000,000

16,000,000

18,000,000

20,000,000

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

2008 2007 2006 2005 2004

Total Liabilities and Debt Growth

The amount of non-current liabilities surged in 2008



Asset

Year 2008 2007 2006 2005 2004

Asset 
(k)

39,572,000 25,347,000 17,205,000 11,516,000 8,050,000

Growth 56.12% 47.32% 49.40% 43.06% 18.12%



Asset
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Goodwill and S.T. investment declined in 2006.



Example

Å¢Ǌȅ ƻƴ ȅƻǳǊ ƻǿƴΧ

ïSony (SNE) 

ïMicrosoft (MSFT)

ïPanasonic Corporation (PC) 



Sources

Å Library ĄDatabases ĄOSIRIS Database

http://osiris.bvdep.com/ip

Å Google Finance

http://www.google.com/finance

http://osiris.bvdep.com/ip
http://www.google.com/finance


Questions?



Intermission



Mechanics of the Stock Market

By George Chen Fengrong

Securities



Introduction to SGX
Lƴ мфффΧ

Stock Exchange
Of Singapore

(SES)

Singapore International
Monetary Exchange

(SIMEX)

MERGED

Singapore Exchange Ltd (SGX)

SGX Securities
Trading SGX Derivative

Trading
mainboard Unit share market

futures



SGX

CDP

ΧΧΦ
POEMS DBS

Vickers
UOB

Kayhian
Lim &
Tan

iOCBC Citibank

CDP records ur share holdings.

SGX and their member companies



SGX

CDP

ΧΧΦ
POEMS DBS

Vickers
UOB

Kayhian
Lim &
Tan

iOCBC Citibank

Your bank acc.

Direct Crediting Service (DCS)

Your bank acc.

Electronic 
Payment for 
shares (EPS)

άǎŜŎǳǊƛǘƛŜǎ 
ŀŎŎƻǳƴǘέ



An Arbitrary Example on the Queue System

1.12

1.11

1.10

1.09

1.08

1.07

sellers

buyers

300,000shares

217,000shares

315,000shares

95,000shares

500,000shares

420,000shares

Two types of orders

Market order Limit order



More terminologies

Monday Tuesday Wednesday

open close

Day high

Day low

Last done

today

price





Stock market participants

institutions.
(big boys) Traders, brokers

insiders

Fund managers

.ƛƎ ōƻȅǎΣ ǇǊƻŦŜǎǎƛƻƴŀƭ ǘǊŀŘŜǊǎΣ ŜǘŎΧ

You?


