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Valuation of Non-cumulative Preferred Stock

KUBO, Toshiro

Abstract
This note studies the valuation of preferred stock. Assuming that cash flow from a corporate asset
follows a geometric Brownian motion and risk neutral probability can apply, I derived the explicit
valuation formula of various types of non-cumulative preferred stocks. Usually the corporate asset
valuation uses a differential equation technique. This note takes an alternative and rather simple

approach.
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