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		Abstract

		In current financial practice, a variety of both absolute and relative profitability measures are being used which implicitly involve a great contradiction on their very definition: they apply market costs of capital to resources quantified by accounting value. Our purpose is to indicate how these measures should be redone to avoid this contradiction, whilst showing some relations we consider to be interesting. For practical purposes, we assume that the "market value" is what we would obtain by discounting cash flows or future residual earnings. At all times, the valuations reflect the forecast of the future value drivers and the stated conditions are known from the outset. Thus, we can anticipate from the start what the value of equity and the firm should be throughout the timeframe of the analysis. Nevertheless, we would like to point out that the profitability measures defined in market terms work out perfectly regardless of this assumption; that is, they are valid under other assumptions for determining the values involved. However, some of the relations we will put forward are consistent only to the extent that firm value matches the value that would derive from valuation by cash flows or residual earnings. 
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