Return on Equity (ROE)
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What Is Return on Equity (ROE)?

asures a financial
Iculated by dividing net
holders equity.
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industry group or sector to
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Key Takeaways
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ROE and Stock Performance
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of its dividends. Sustainak




Using ROE to Identify Problems

Inconsistent Profits
High ROE's with larg ome and small
equity can indicate iIstent profits.

Excess Debt
If a company.has b <% “borrowing,

> equity Is;

Can be a sign of inconsistent profits, or
reduced ca - hare buybacks.
More investigation is warranted.
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The Bottom Line

ROE can tell you how well a company is
using resources to generate profit, it
does not consider a company's entire
financing structure, industry, or
performance against competition
without further analysis.
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