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What Is Earnings Per Share (EPS)?

Earnings per share (EPS) is calculated
as a company's profit divided by the
outstanding shares of its common
stock.

5 _ End-of-Period Common Shares Outstanding
Eamings per Share= Net Income - Preferred Dividends

The number serves as an indicator of a
company's profitability.

The higher a company's EPS, the
more profitable it is considered to be.

Good. %



Key Takeaways
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How is EPS Used?

EPS is a major component of
calculating P/E ratio, the E in P/E refers

s share price
are, an investor
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What is a Good EPS?

A good EPS depends on factors such as;

relation to the company's s
such as by looking at the co
or earnings yield.

Goéd. %



Limitations of EPS

Possible drawbacks of EPS are:
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inflating the
ame level of

Changes
reporting.

the price of the share, so it has little
to say about whether a company's
stock is over or undervalued.




The Bottom Line

EPS is an important profitability
measure used in relating a stock's price
to a company's actual earnings.
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