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Abstract. Stock performance analysis can not find a better place than after presentation of
earnings per share, the latter being one of the indicators on the performance of companies
listed on capital markets. Exchange rates are considered final term market performance of
listed companies since they incorporate information concerning stock, but also financial and
accounting data on the net result for the year, sales per share, dividend per share, book value
per share, etc. Stock rate of action is the barometer of a company's overall performance,
officially recognized by the public through the capital market. But changes in stock price is
determined by the evolution of economic and financial results of the enterprise, but also
investors' expectations about the possibilities of its development, progress and prospects the
industry in which company operates, and national and international economic trends .
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1. Introduction

The most important factor which ultimately sets the price of a stock is the ratio of supply and
demand for capital market?2.

However efficient equity markets, financial and economic performance of an enterprise have a
decisive contribution on the level and change rate of its shares of stock. Thus, financial and accounting
reports provide useful information to holders of equity and firm's strategy, of products competitiveness
and market position, competitive potential, competence and experience of managers and staff, stock rate
of shares, former financial and economic results, etc. All this information related to a preliminary analysis
of the general condition of the capital market opportunity forecasting potential and development
prospects of the enterprise in the future. Should not be excluded the possibility financial and accounting
information handling company and their distorted interpretation by the respective company management
and by investors, analysts and financial intermediaries on the capital market.

Stock indicators are very useful not only for the current investment process, in which according to
their comparable values to determine whether the securities are undervalued or overvalued financial and
purchasing decisions are taken properly / sale, but also in evaluating companies or holdings of shares in
the companies evaluated, under the approach based on market comparisons.

2. Stock analysis
It is achieved into a traditional approach based on the observation that the financial return on
shareholders remunerated either through dividends or as reserves increase. Controlling shareholders
make usually long-term investments and does not expect an immediate return on the form of dividends.
They are concerned mainly with a satisfactory result, even when kept in the company, is likely to generate
an increase shareholder value 93 . For this class of shareholders, net return per share appreciation can be
achieved by:
a. Turnover per share (CAa) and Sales per share - SPS (Sales per share) expresses the value of
sales for an action.
Turnover per action equals productivity per share and is determined by dividing the turnover number
of shares:

92*#*The stock market indices, http://www.goldring.ro/index.php?pag=cms&id=407&p=stock indicators-html, accessed at 10/12/2010
93 Dorneanu E.-C,, Financial diagnose on the capital market on listed company, Ed TipoMoldova, lasi, 2008, p. 167-168.
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Na
This indicator is used especially if the loss company or its profits in recent years are reduced.
Indicator role is to highlight the amount of sales related to ordinary shares.
Evolution of turnover per action in S.C. ROPHARMA S.A. is a good measure of current and future
business growth (Table no.1)

Table no. 1 Turnover per share for the period 2004-2010

Financial year
Indicators
2004 2005 2006 2007 2008 2009 2010
1. Turnover 22.591.508 35.746.363 46.199.172 54.245.543 61.183.599 82.294.855 131.204.128
2. Number of shares 5.766.615 5.766.615 5.766.615 5.766.615 13.819.275 | 39.381.233 | 126.524.152
3. Turnover / action -
CAA 3,9176 6,1988 8,0115 9,4068 4,4274 2,0897 1,0370

It appears that the stock turnover indicator shows a trend of decreasing per share due to slower
growth in turnover to increase the number of shares. It should be noted here 2009 and 2010. Although the
number of shares increased by 221.28%, the fact that turnover increased by 59.43% has reduced to only
49.64% the indicator.

b. Self-financing capacity per share
Self-financing capacity of the action shows the Ability of funding by the action and is determined as
follows:

caFa="25 100

Na
This indicator should be used with discretion in analyzing stock because shareholders may prefer
dividends at the expense of self-financing.
In the case of the company analyzed, CAF and CAFA development indicators are presented in Table:

Table no.2 Self-financing capacity per share for the period 2004-2010
Indicators Financial year
2004 2005 2006 2007 2008 2009 2010

L. Self-financing 602.895 | 1.396410 | 1.136.150 | 1.634.902 | 1.837.003 | 2.576.608 | 3.251.107
capacity (CAF)

2. Number of shares 5.766.615 | 5.766.615 | 5766.615 | 5766.615 | 13.819.275 | 39.381.233 | 126.524.152
3.Self-financing
capacity / action -
CAFA 0,1045 0,2422 0,1970 0,2835 0,1329 0,0654 0,0257

In Table no. 2 there is an unfavorable evolution of the indicator stock CAF/ share cash flow by
reducing capacity per share. Increasing cash flow in the period was much lower increase in the number of
shares, especially in 2009-2010 (221.28%), which has led to a negative trend indicator CAFa.

c. Market capitalization

Market capitalization value that expresses the company's stock attaches and is determined by

multiplying the number of shares issued (Na) with the last course of action on listed (Ca)®*.
Cb=NaX Ca

Number of shares which form the capital of the company and their nominal value are indicative of
Stock Exchange quotation with direct influence on the other indicators of efficiency measures.

A disadvantage of applying this relationship of account for is the high variability of values, which in
the case of volatile action may raise larger questions about the value of "real" objective of it. On the other
hand, this disadvantage can be seen as a strength in that value resulting from the application of this
procedure will be the "present”, taking into account the latest information available, ie not only those
relating to evolution of the company itself, but also those related to the industry in which it acts®s

94 Petrescu S., Diagnostic analysis and financial accounting. Theoretical and Applied Guide, Ed CECCAR, Bucuresti, 2010, p. 274-275

% Dorneanu E.-C., Opera quote ,p. 173.
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To correct this disadvantage may consider a stock course environment, where the firm value
becomes:
Cb =Na X E (Ca), where:
Na - number of shares issued by listed companies, considered constant during the analysis;
E (Ca) - average exchange rates recorded.
Market capitalization ratio of PER (Price Earnings Ratio), in the translation value for money income,
means the ratio of stock (Ca) and net profit per share (Bpa)?¢:
PER = La
Bpa
In other words, the indicator PER represents price which investors are willing to pay for a unit of net
income per share or the number of years in which to recuperate the investment made to acquire a stock of
net profit per share.
This indicator can express and reporting market capitalization (CapB) the company's total net profit
(NP) obtained by this:
PER = £b
PN
In the following table, we included calculation indicator PER or market capitalization ratio. Thus, the
evolution of shares, the company in terms of market capitalization and index PER are presented in Table
no.3

Table no. 3 Evolution of market capitalization and PER between 2004-2010

Financial year
Items of calculation

2004 2005 2006 2007 2008 2009 2010
1. Number of shares 5.766.615 5.766.615 5.766.615 5.766.615 13.819.275 39.381.233 126.524.152
2. Quotation
Maxim 0 0 0 0 0,92 1,27 1,32
Minim 0 0 0 0 0,92 1,25 1,28
Last value of the year 0 0 0 0 0,92 1,25 1,28
3. Market 0 0 0 0 12.713.733 | 49.226.541 | 161.950.915
capitalization
4. Earnings per share 0,0675 0,1485 0,0608 0,0982 0,0469 0,0183 0,0085
5. Price Earnings 0 0 0 0 19,616 68,306 150,588
Ratio - PER

During 2004-2007, S.C. ROPHARMA S.A. shares have not been traded on the BVB market, but since 2008,
we discuss of current stock for that company. Thus, we notice, in 2008-2010, it registered a growth (as
well as market capitalization of the company), as shown in the table. However, in the same period (2008-
2010), earnings per share showed a downward trend, mainly due to increase in the number of shares
outstanding of SC ROPHARMA S.A. For this reason, it ranks very high PER index over the same period.

d. Dividend Per Share - DPS (Dividend per Share) is the benchmark to be achieved by the
report:

DividendPerShare = Net])lll’lﬂ %100
a

The indicator gives the measure of income which it get the owner from the investment action.

e. The rate of dividend distribution (Pay out Ratio or POR) is calculated as the ratio between
the net amount of dividends paid by the entity and the net result recorded at the end of the reference

NetDivident
P

period %100 and reflects the financial year the profit will be distributed to shareholders.

The size of this rate is fundamentally influenced by the decision of the General Assembly of
Shareholders for the distribution of profits. Several instances can be encountered:®?
e the rate tends to 0, there is the concern to ensure self-financing by reinvesting company profits;

9 Stoica V., Galiceanu M., lonescu E., Equity markets and stock exchanges, Economic Publishing House, Bucuresti, 2001, p.148
97 Albouy M., Dumontier P.,, La politique de dividende des entreprises, Edition Universitaires de France, Paris, 2006, p. 81
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e when the rate tends to 100%, the company is concerned with maintaining the interest of shareholders
holding her actions further by distributing higher dividends;

e when the rate = 100%, the company is not incorporated into the reserve profit nothing;

e when the ratio is greater than 100%, the company uses reserves previously accumulated for
distribution as dividends.

Management company in reinvestment option or part of net profit to shareholders and / or
distribute all or part of its dividend as defines the company's dividend policy. Those who hold ordinary
shares receive an annual dividend determined by the size of profit and dividend policy adopted under,
while preferred shares are entitled to obtain a fixed dividend regardless of the amount of profit.

According to the table no., S.C. ROPHARMA S.A. did not distribute dividends between 2004-2010. For
this reason, the presentation indicator is only theoretical.

Table no. 4 Analysis of the dividend distribution rate between 2004-2010

Indicators Financial year
2004 2005 2006 2007 2008 2009 2010
1. Net benefit 389.525 856.358 350.815 566.003 648.433 720.465 1.072.434
2. Number of shares 5.766.615 | 5.766.615 | 5.766.615 | 5.766.615 | 13.819.275 | 39.381.233 | 126.524.152
3. Dividend / share 0 0 0 0 0 0 0
4. The rate of dividend
distribution - POR 0 0 0 0 0 0 0

f. PEG Index (Price / Earnings to Growth) is calculated as the ratio between PER index and the
growth rate of the benefit per share. A value above 1 shows a possible overvaluation of indicator, while
values below 1 indicate a possible undervaluation. This indicator provides information on the correct
assessment by the market of that title.%8

g. Rate price of a share book value - PBV (Price-to-Book Value) is an important indicator to
investors because it provides information concerning undervalued or overvalued shares. This market rate
expresses coverage ratio the carrying amount of an action on behalf of its price:

Current PricePerShare y
BookValueOfAShare
This indicator is especially useful for companies with losses for PER calculation are not justified by

the negative value.
The evolution of indicators PEG and PBV S.C. ROPHARMA S.A. is presented in table no. 5

PBV =

Table no. 5 Analysis of PEG and PBV indicators between 2004-2010

Indicators Financial year

2004 2005 2006 2007 2008 2009 2010
1. Earnings per share 0,0675 0,1485 0,0608 0,0982 0,0469 0,0183 0,0085
2. Number of shares 5.766.615 5.766.615 5.766.615 5.766.615 13.819.275 39.381.233 126.524.152
3. PER 0 0 0 0 19,616 68,306 150,588
4. Price /Earnings to 0 0 0 0 41,07 175,06 324,21
Growth - PEG
5. Equity capital 5.210.213 6.066.571 6.417.428 8.565.029 9.213.462 12.490.122 136.588.577
6. Accounting value 0,904 1,052 1,113 1,485 0,667 0,317 1,080
7. Reference rate 0 0 0 0 0,92 1,25 1,28
8.Price to Book Value
- PBV 0,000 0,000 0,000 0,000 1,380 3,941 1,186

In Table no. 5 shows a a very strong increase of PEG indicator, which means a real overvaluation of
shares SC ROPHARMA S.A. In this assessment we consider that the benefit per share declined in the year
2010 to 0.0085 lei / share, while PER increased to 150,588.

Accounting value of a share of S.C. ROPHARMA S.A. during 2004-2010 showed a fluctuating trend, the
highest being recorded in 2007. Although the company's capital increasing is evident (especially in the
years 2009-2010, when they increased by 993.57%), however increasing the number of shares of the
same period was felt (subunit carrying amounts from 2008-2009). Positively we mention, however, that
the indicator has exceeded 1 in 2010, just due to favorable equity compared with stock increase 221.23%.

% Dorneanu E.-C., Opera quote ,p. 177.
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h. Asset turnover (Rra) measures profitability depends on the size and placement benefits, benefit
rates and the level distribution of stock rate of action and is an indicator that can guide investors
interested in efficient investments if inflation is above??:

Rra = 2P2 4100 = —- X100
C PER

a
In the case of S.C. ROPHARMA SA, the evolution of efficiency measure is presented below:

Table no. 6 Analysis of asset efficiency between 2004-2010

Indicators Financial year
2004 2005 2006 2007 2008 2009 2010
1. Earnings per share 0,0675 0,1485 0,0608 0,0982 0,0469 0,0183 0,0085
2. Stock exchange 0 0 0 0 0,92 1,25 1,28
3. PER 0 0 0 0 19,616 68,306 150,588
4. Asset turnover - Rra 0,000 0,000 0,000 0,000 5,10% 1,46% 0,66%

According to the table S.C. ROPHARMA S.A,, asset turnover for 2008-2009 (of when it began to be
listed on the Bucharest Stock Exchange) has been declining values, which is a negative aspect of the
entity's shares subjected to analysis.

3. Conclusion

Stock indicators present a great importance, especially for companies that are quoted on the stock
market. Calculation of different exchange rate meets the need to estimate the intrinsic value of shares or
theoretical rate at which when analyst must report considers the current level of the individual debt
market.
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