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Policy?	Judson,	Tiffani	Kaliko,	Boris	Karasik,	Rick	Labs,	Allen	Lee,	Paul	Legerer,	Guoli	Li,	Richard	Liu,	Moti	Marcus,	Gershon	Mensher,	Tal	Mofkadi,	Glenn	Morley,	Stephen	O¢Ã​Â​ÂNeil,	Steven	Ong,	Oren	Ossad,	Jackie	Rosner,	Steve	Rubin,	Dvir	Sabah,	Ori	Salinger,	Meir	Shahar,	Roger	Shelor,	David	Siu,	Maja	Sliwinski,	Bob	Taggart,	Maurry	Tamarkin,
Mun	Hon	Tham,	Efrat	Tolkowsky,	Mel	Tukman,	Sandra	van	Balen,	Michael	Verhofen,	Lia	Wang,	Roberto	Wessels,	Ethan	Weyand,	Ubbo	Wiersema,	Weiqin	Xie,	Ke	Yang,	Ken	Yook,	George	Yuan,	Khurshid	Zaynutdinov,	Ehud	Ziegelman,	and	Eric	Zivot.	1	1.1	Basic	Financial	Calculations	Overview	This	chapter	aims	to	give	you	some	finance	basics	and
their	Excel	implementation.	This	enables	the	classroom	emphasis	to	be	on	discussions	of	theory	and	implementation,	with	student	homework	concentrating	on	actual	spreadsheets.	Two	solutions	seem	to	work	well.	The	models	require	a	mixture	of	finance,	accounting,	and	Excel.	While	Excel	is	often	inappropriate	for	y	R	,lecxE	ne	nartseum	es	euq
senoicatnemelpmi	sal	y	sotad	soveun	sol	,odasiver	lairetam	lE	noc	,oreicnanif	odaledom	erbos	laicnese	otxet	led	adazilautca	etnemlaicnatsus	n³Ãicide	aveun	anu	.R	ne	n³Ãicatnemelpmi	e	olraC	etnoM	ed	sodot©Ãm	,)rav(	ogseir	ne	rolav	,senoicpo	arap	nedro	recret	y	nedro	odnuges	ed	sogeirg	,n³Ãicarolav	erbos	odasiver	lairetam	ecerfo	n³Ãicide	aveun
atsE	.socit¡Ãmetam	soledom	:saznaniF	.vivA-leT	ed	dadisrevinU	al	ed	n³ÃicartsinimdA	ed	datlucaF	al	ne	REAFOS	ed	ABM	ed	lanoicanretnI	amargorP	led	rotcerid	y	saznanif	ed	roseforp	euf	agninneB	nomiS	otnufid	lE	2202	ed	orerbef	ed	sarfic	529	ne	9	x	ne	7	|	.lecxE	ne	senumoc	soreicnanif	soledom	ratnemelpmi	arap	"KOOBKOOC"	nu	odneis	eugis
orbil	etse	ed	otis³Ãporp	lE	n³Ãicide	adnuges	al	a	oicaferP	]odigetorp	ocin³Ãrtcele	oerroC[	agninneB	nomiS	!senoiccerroc	y	soiratnemoc	sol	a	adinevneib	al	yod¡Â	,erpmeis	omoC	.ABV	ed	rodederla	odaznava	s¡Ãm	nºÃa	osruc	nu	riurtsnoc	se	roiretna	arutcurtse	al	a	avitanretla	anU	¢Â	¬​â	¢Ã	.rotide	led	otircse	rop	osimrep	nis	)n³Ãicamrofni	ed
n³Ãicarepucer	al	y	otneimanecamla	le	o	n³Ãicabarg	al	,aipocotof	al	adiulcni(	ocin¡Ãcem	o	ocin³Ãrtcele	oidem	reiuqlauc	rop	amrof	anugnin	ed	esricudorper	edeup	orbil	etse	ed	etrap	anugniN	.ocnab	led	n³Ãicarolav	al	etucsid	5	olut​ÃpaC	le	:soveun	etnematelpmoc	solut​Ãpac	ohco	eneitnoc	oreicnanif	odaledom	led	n³Ãicide	arecret	aL	.uohZ	egoaiX	y
nhguaV	yrreT	,relahT	kraM	,ibarahS	riN	,eroN	eppilihP	,otominuK	neK	,miK	ynohtnA	,mieK	noD	,senyH	ailuJ	,ihsagiH	okihinuK	,relgalF	.)42"	61	solut​ÃpaC(	senoicpo	u	,)51	-8	solut​ÃpaC	((	aretrac	ed	soledom	,)7"	1	solut​Ãpac(	savitaroproc	saznanif	sal	ed	areiuqlauc	ne	esrartnecnoc	a​Ãrdop	ocip​Ãt	osruc	nu	secnotne	,)sanames	sod	n¡Ãrireuqer	solut​Ãpac
sohcum	y(	roirepus	etim​Ãl	nu	se	anames	rop	olut​Ãpac	nu	rirbuc	,ocip​Ãt	oiratisrevinu	osruc	nu	ne	euq	somenopus	iS	.oreicnanif	odaledom	le	ne	sadarculovni	selanoicatupmoc	sedadijelpmoc	sal	rednerpmoc	arap	atneimarreh	etnelecxe	anu	se	,)olpmeje	nu	nos	saretrac	sal(	lairtsudni	azreuf	ed	solucl¡Ãc	soL	Financial	modeling	has	become	the	text	is	a
gold	fundamental.	As	an	example,	suppose	we	are	valuing	an	investment	that	promises	100	dollars	at	the	end	of	this	and	the	next	four	years.	Financial	modeling	is	valuable	for	instructors	and	students	undergraduate	and	postgraduate	destined	for	instructional	and	educational	propeller,	to	illustrate	situations	similar	to	those	found	in	the	real	world.
The	detailed	coverage	of	VBA	and	R	in	this	edition	is	ideal	for	finance	students	at	any	level.	Portfolio,	options	and	all	of	Mount	Carlo	simulation.	Chapter	4	has	a	new	example	(ppg	corporation)	for	the	implementation	of	pro	form	and	assessment	models.	All	book	files	have	been	checked	and	operated	with	Excel	2007.	These	sections	are	independent
between	Sã,	although	the	reader	must	realize	that	they	all	assume	a	certain	familiarity	with	the	financial	world	-	financial	modeling	is	not	an	introductory	text.	Since	it	is	likely	that	the	majority	of	the	readers	of	this	book	have	previous	versions	of	Excel	in	their	teams,	I	have	decided	to	continue	using	Excel	2003	in	this	edition.	Using	financial	modeling
in	a	university	course	Financial	modeling	has	become	the	choice	book	in	many	intermediate	and	advanced	financial	classes	that	emphasize	the	combination	of	modeling/excel	skills	and	a	more	profound	understanding	of	underlying	financial	models.	An	instructor	who	uses	this	book	sent	to	her	class	the	final	exam	(a	compendium	of	problems	of	cages)
at	nine	â	â	€	y	y	sojesnoc	noc	odaduya	nah	em	)savisulcxe	on	sa​Ãrogetac	nos	satse(	sogima	y	sageloc	,setnaidutse	sohcum	onimac	le	nE	.a​Ãdoidem	le	arap	atseupser	ed	olucl¡Ãc	ed	ajoh	anu	noc	ocin³Ãrtcele	oerroc	nu	ereiuqer	It	is	not	necessary	to	say	that	this	discount	rate	must	adjust	the	risk,	and	much	of	the	financial	literature	is	analyzed	how	to
make	this	adjustment.	Often,	these	classes	are	carried	out	in	a	computer	laboratory.	These	courses	are	often	very	different	between	Sã	and	include	many	specific	contributions	for	instructors,	but	they	seem	to	have	some	general	characteristics:	a	typical	course	begins	with	two	or	three	classes	that	emphasize	the	excel	skills	necessary	for	financial
modeling.	Ã	¢	â‚¬	â	¢	XXIV	preface	chapter	13	Add	an	exposure	of	the	model	of	the	portfolio	choice	of	portfolio	pounds	to	the	section	of	portfolio	models.	Ã	¢	â‚¬	â	¢	most	of	the	courses	of	one	semester	cover,	as	maximum,	one	of	the	financial	modeling	sections.	The	basic	framework	assessment	framework	applies	to	the	assessment	of	financial
institutions.	The	opportunity	cost	is	the	yield	that	would	be	required	of	an	investment	to	be	a	viable	alternative	to	other	similar	investments.	13.6	Black-Litterman	Implementation	in	an	international	portfolio	13.7	Summary	Exercises	349	349	351	Event	studies	14.1	General	Description	14.2	Scheme	of	an	event	study	14.3	An	initial	event	study:	Procter
&	Gamble	Buy	Gillette	14.4	A	Study	of	Fuller	events:	Impact	of	the	earnings	advertisements	of	the	actions	of	the	shares	14.5	Use	of	a	model	of	returns	of	two	factors	for	an	event	study	14.6	using	the	Excel	compensation	function	to	locate	a	return	in	a	data	set	14.7	Conclusion	371	371	371	Value	at	risk	15.1	GENERAL	DESCRIPTION	15.2	A	truly
simple	example	15.3	Tax	Definition	in	Excel	15.4	A	Three	Assets	Problem:	The	importance	of	the	Variance-Covariance	matrix	15.5	Simulating	the	data	"Bootstrapping	Apã	©	ndex:	how	starting:	make	a	bingo	card	in	Excel	397	397	397	399	14	15	357	357	360	365	368	369	375	382	390	394	396	402	404	409	XIII	Content	III	Models	of	419	16	An
introduction	³	options	16.1	Overview	16.2	Definitions	of	basic	options	and	terminology	16.3	Some	examples	16.4	OpciÃ	³	n	Payoff	and	Benefits	Patterns	16.5	OpciÃ	³	n	S	Strategies:	Portfolio	Rewards	of	Options	and	Shares	16.6	Choice	Arbitration	Proposals	Options	y	tramlaW	arap	n³Ãicatupmoc	ed	senoiculoveD	2.8	weiV	weiV	1.8	n³ÃiccudortnI"
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erbos	sotnemucod	eyulcni	n©Ãibmat	ocsid	lE	.acim¡Ãnid	yum	aer¡Ã	nu	se	soreicnanif	solut​Ãpac	soveun	soL	?atsug	eM¿Â	?senoicca	sal	ed	soicerp	sol	necah	©ÃuQ¿Â	2.81	weivrevO	1.81	lamrongol	n³Ãicubirtsid	aL	944	544	344	344	344	sodimuser	soicicrejE	01.71	olpmeje	nu	:radn¡Ãtse	on	senoicpO	oicerp	le	rajif	arap	laimonib	oledom	led	osU	9.71
sodaelpme	sol	ed	senoicca	erbos	senoicpo	sal	ed	oicerp	le	rajif	arap	laimonib	oledom	led	osU	8.71	sorgen	selohcs	sol	ed	oicerp	le	ne	selaimonib	soicerp	ed	aicnegrevnoC	aicnegrevnoC	aicnegrevnoC	aicnegrevnoC	7.71	ABAV	ne	laimonib	n³Ãicpo	ed	oledom	led	n³ÃicamargorP	6.71	selaimonib	soicerp	ed	oledom	le	odnazilitu	sesnedinuodatse	senoicpO
naciremA	soicerp	ed	soicerP	5.71	oledoM	DOIREpitluM	ed	laimonib	oledom	lE	4.71	selatatse	soicerP	3.71	sahcef	sod	ed	selaimonib	soicerP	2.71	lareneg	n³ÃicpircseD	1.71	laimonib	n³Ãicpo	ed	oicerp	ed	oledom	lE	624	424	124	124	124	nemuser	ed	soicicrejE	8.3	Portfolio	Calculation	and	Variations	8.4	Portfolio	and	Variation	250	2522222222	252	255	9
10	257	Calculate	efficient	wallets	when	there	are	no	laicnaniF0ehT	.snoitatnamelpmi	laciremun7Dnatsrednu	ot	yraskine	erehw	tpecxe	dereffo	si	yroht	altyl	yreV.xedni	secnerefer	lacihpargoilbib	sedulcnI.mref	ycnatlosnoc	laicnanif	denoceCimonoce	na,sciremuN	fo	rentrap	gniganam	eht,ecremmoCSsenisuB	fo	yrevinU
ayogaNNNa,madretsmARtsmARuVyruYvtEvEv	ni	ecnaniF4fo	lohcS7ahn	ni	rosseforP6tnatsisA	na	si	idakfoM4laT.sledom	licnanif	gniylrednu	ehfo	fagdelwonk	repeed	a	htiw	slliks	gnalidum	enibmoc	doin	ehet	zeisabme	under	sessalc	ecnanif	decnavda	ni	esu	arov	albatius	si	koob	ehT.etar	tnuocsid	ehrehh,	ksir	rehgihIht​A​AzAzA​AALerd	c6t-emit	detcepxe
eheb	et	ot	dootsrednu	yllausu	si	noisserpxe	siht	fo	t)	r	+	1(	rotarmun	ehT	.snoitpo	no,	III	noitceS	ot	dedda	neb	sah,	skeerG	no,	02	retpahC	Aa​A200000000000000000000000000000000000000000000000000000000	tscYtinutroppoAd​Ast​Antwemtsevni	ehtEsu�ew,eulav	tneserp	ten	ehtAtaluclac	ew	nehw,retpahc	siht	ni	detrtsulli9sA.nhguaV5yrreT0dna,
nosdrahciR3airotciV,trahnieR	reteP,idrabmoL	ycnaN:pleh	taerg	a	neebNiaga	ohw,sroteym	knahtOsla​	​	​	​IAAlAmAlAlEybWOwEybOwOw	stnetnoC9ix	192	192	192	xirtaM6ecnairavoC-ecnairaV2elpmaS7t3gnitupmoC2.01	weivrevO1.01	xirtaM6ecnairavoC-ecnairaV7t8gnitaluclaC582	382	082	82	872	62	2	862	362	16216226262162	XirtaA5Reicu995Ru9	3
snoitisoporP8gnitnemelpmI:LMS	ehgnitseT	8.9	eniL3tekraM3paC50ehT:oiloftroP3tekraM7ahgnidniF	7.9	petS�enO8soiloftroP95tneiciffE8gnidniF	6.9	erudecorP	noitazimitpO	eht	no	setoNeerhT	5.99	elpmaxEA:reitnorTnefNicifNicifPnecNefpNeoNefceNefpNeo	2	no	smeroehT	emoS	3.9	noitatoN0dna	snoitinifeD8yranimilerP2emoS	2.9	weivrevO	1.9	3.2
nodroG	sodnedivid	ed	oledom	lE	2.2	lareneg	n³ÃisiV	1.2	latipac	led	etsoc	led	olucl¡ÃC	91	7	1	51	51	4	3	3	3	3	3	sodnucefE	ed	sojulF	ed	soicicrejE	odnasU	otneucseD	9.1	aunitnoC	n³ÃicisopmoC	8.1	orutuF	rolaV	ed	amelborP	le	racilpmoC	​Â	senoisneP	ed	amelborP	nU	7.1	senoicacilpA	y	sorutuF	serolaV	6.1	sonalP	sogaP	ed	senalP	5.1	onroteR	ed	sanretnI
sasaT	selpitlºÃM	4.1	somats©ÃrP	ed	salbaT	y	onroteR	ed	anretnI	asaT	3.1	oteN	lautcA	rolaV	y	lautcA	rolaV	2.1	lareneG	n³ÃisiV	1.1	socis¡ÃB	soreicnaniF	solucl¡ÃC	1	savitaroproC	saznaniF	ed	soledoM	I	ixxx	xixx	iiixx	n³ÃicidE	aremirP	al	a	oicaferP	n³ÃicidE	adnugeS	al	a	oicaferP	ecidn​Ã	sekzcazC	derflA	y	rehtsE	;agninneB	hcaoN	y	neleH	:serdap
sortseun	A	6	7	8	9	01	9268307002	22cd	​Â	¢Ã8115²Â	​Â	¢Ã10.233	8002	64B.371GH	?ogla	somidnerpA¿Â	3.11	dadirugeS	ed	odacreM	led	aen​ÃL	al	ed	abeurP	2.11	lareneG	n³ÃisiV	1.11	dadirugeS	ed	odacreM	led	aen​ÃL	al	y	sateB	ed	n³ÃicamitsE	513	513	013	803	603	403	103	992	792	592	21	11	nemuseR	ed	soicicrejE	11.01	amitp​Ã	aretraC	al	ne	y	amin​‐
ÃM	aznairaV	ed	aretraC	al	ne	otcapmI	:aznairavoC-aznairaV	zirtaM	al	a	savitanretlA	01.01	n³ÃiccartnoC	ed	sodot©ÃM	9.01	etnatsnoC	n³ÃicalerroC	:artseum	al	ed	aznairavoc-aznairav	al	a	savitanretlA	8.01	ocinºÃ	ecidn​Ã	ed	oledom	lE	:aznairavoc-artseum	al	ed	aznairav	al	a	savitanretlA	7.01	etneicife	aretrac	anu	ed	olucl¡ÃC	6.01	aretraC	labolg	amin​‐
Ãm	aznairav	al	ed	olucl¡ÃC	5.01	aznairavoc	ed	zirtaMartseum	al	ed	aznairav	al	raluclac	arap	sovitanretla	sodot©ÃM	4.01	scitsitatS	susrev	lecxE	.pp	8401	8246402620879	:NBSI	X	00.521$	.senoicacilpxe	sal	razilautca	arap	solut​Ãpac	sol	sodot	isac	odasiver	nah	es	,s¡ÃmedA	.nomiS	,agninneB	sotaD	ed	n³ÃicacilbuP-ne-n³ÃicagolataC	osergnoC	led
acetoilbiB	.soreves	opmeit	ed	setim​Ãl	noc	olucl¡Ãc	ed	sajoh	ne	odasab	nemaxe	nu	,ocin³Ãrtcele	oerroc	rop	,netneserp	setnaidutse	sol	euq	recah	se	avitanretla	adnuges	anU	?MPAC	le	raborp	somedop	om³ÃC¿Â	.soiratnemoc	y	saicneregus	odarga	noc	ojoca	,erpmeis	omoC	.ABM	ed	o±Ãa	odnuges	o	odargerp	ed	o±Ãa	otrauc	o	recret	ed	res	neleus	sosruc
soL	of	the	Gordon	model	to	account	for	all	cash	flows	in	equity	2.4	Ã¢	Â	​	Â	​	the	Â	supernormal	growth	​	and	the	Gordon	2.5	Capital	³	to	Determine	the	Cost	of	Equity	rE	2.6	Using	the	Security	Market	Line	to	Calculate	Intel¢Ã​Â​Âs	Cost	of	Equity	2.7	Three	Approaches	to	Computing	the	Expected	Return	on	the	Market	E(rM)	2.8	Calculating	the	Cost	of
Debt	2.9	Computing	the	WACC:	Three	Cases	2.10	Computing	the	WACC	for	Kraft	Corporation	2.11	Computing	the	WACC	for	Tyson	Foods	2.12	Computing	the	WACC	for	Cascade	Corporation	2.13	When	the	Models	Don¢Ã​Â​Ât	Work	39	39	40	2	1	21	25	30	31	44	48	52	59	62	66	70	70	73	77	81	viii	3	4	Contents	2.14	Conclusion	Exercises	Appendix	1:	Why
Is	​Ã²Â	a	Good	Measurement	of	Risk?	Section	VI	(Chapters	36¢Ã​Â​Â41)	deals	with	Excel¢Ã​Â​Âs	programming	language,	Visual	Basic	for	Applications	(VBA).	FINANCIAL	MODELING	Simon	Benninga	with	a	section	on	Visual	Basic	for	Applications	by	Benjamin	Czaczkes	THIRD	EDITION	The	MIT	Press	Cambridge,	Massachusetts	London,	England	​Ã©Â
2008	Massachusetts	Institute	of	Technology	All	rights	reserved.	A	document	relating	to	Excel	2007	is	on	the	disk	with	Financial	Modeling.	I	Corporate	Finance	Models	The	seven	chapters	that	open	the	third	edition	of	Financial	Modeling	cover	basic	problems	and	techniques	in	corporate	finance.	The	last	two	sections	of	Financial	Modeling	are
technical	in	nature.	The	cash	receipts	(or	cash	flows,	as	we	will	call	them)	may	be	certain	or	uncertain.	Clarke,	Alvaro	Cobo,	Beni	Daniel,	Ismail	Dawood,	Ian	Dickson,	Moacyr	Dutra,	Hector	Tassinari	Eldridge,	Shlomy	Elias,	Peng	Eng,	Jon	Fantell,	Erik	Ferning,	Raz	Gilad,	Nir	Gluzman,	Michael	Gofman,	Doron	Greenberg,	Phil	Hamilton,	Morten	Helbak,
Hitoshi	Hibino,	Foo	Siat	Hong,	Marek	Jochec,	Russell	W.	Chapter	27,	on	polynomial	term	structure	models,	is	based	on	new	materials	and	a	new	data	set	of	zero-coupon	bonds	from	the	Federal	Reserve.	When	the	opportunity	cost	is	applied	to	risky	cash	flows,	we	will	sometimes	call	it	the	risk-adjusted	discount	rate	(RADR)	or	the	weighted	average
cost	of	capital	(WACC).	Using	detailed	Excel	spreadsheets,	it	explains	basic	and	advanced	models	in	the	areas	of	Finance,	portfolio	management³	options	and	bonds.	This	book	was	set	in	Times	Roman	by	SNP	Best-set	Typesetter	Ltd.,	Hong	Kong,	and	was	printed	and	bound	in	the	United	States	of	America.	My	³	thanks	to	a	dedicated	group	of
colleagues	who	read	the	typewritten	types	for	financial	modeling:	Arindam	Bandopadhyaya,	Michael	Chau,	Jaksa	Cvitanic,	Richard	Harris,	Aurele	Houngedji,	Iordanis	Karagiannidis,	Yvan	Lengwiler,	Nejat	Seyhun,	GÃ£Â	¶	kÃ£§e	Soydemir,	and,	and,	and,	and,	and,	and,	and,	and,	and	and	and	and	and	David	Y.	Parts	VI	and	VII	deal	with	technical	issues,
with	Part	VI	covering	Excel	and	R	issues	and	Part	VII	(now	on	the	auxiliary	website	of	the	workbook	)	that	cover	the	Excel	programming	language³	Visual	Basic	for	Applications	(VBA),	and	Python	implementations.	Almost	all	the	apps	discussed	focus	on	variations	of	the	discounted	cash	flow	mÃ©	all.	Each	of	the	first	four	sections	of	the	book	relates	to
a	specific	area	of	finance.	In	addition	to	the	new	​caps,	many	of	the	financial	modeling	caps	have	been	substantially	rewritten.	Chapter	4	develops	a	pro	forma	model	to	value	PPG	Corporation.	11.6	Use	of	excess	returns	11.7	Â	Does	CAPM	have	any	use?	Chapter	10	now	includes	a	discussion	³	contracciÃ©	all³	and	their	use	in	the	estimation	³	the
variance-covariance	mÃ©	all.	You	can	read	and	access	the	caps	in	this	section	³	as	needed.	Ã¢	â	​	Å	​	Financial	Modeling	demonstrates	how	Excel	and	other	computational	tools	³	facilitate	the	resolution	³	complex	problems.	Knowledge	of	the	VBA	and	R	cap	is	not	necessary	to	understand	the	material	in	the	first	five	parts.	Pro	forma	models	are	at	the
heart	³	many	corporate	finance	applications,	including	business	plans,	credit	analysis,	and	valuations.	Chapters	22	and	23	discuss	the	implementation	³	the	Monte	Carlo	maxims	for	etsE	etsE	.saznanif	ne	n³Ãicatnemelpmi	us	y	olraC	etnoM	ed	sodot©Ãm	y	,sodavired	y	senoicpo	,aretrac	al	ed	a​Ãroet	,otneimidner	y	ecalne	ed	avruc	ed	soledom
,savitaroproc	saznanif	ed	sameT	V	a	I	straP	.setnaveler	y	sodazilautca	sotad	nazilitu	n³Ãicatnemelpmi	al	y	solpmeje	soL	.n³Ãicpo	al	ed	n³Ãicarolav	The	edition	has	³	been	substantially	updated	but	maintains	the	direct	and	practical	approach,	with	an	optimal	mix	³	explanation	³	implementation,	which	made	previous	editions	so	popular.	Excel,	the	most
widely	used	computer	tool	in	finance,	is	a	natural	vehicle	for	deepening	our	understanding	³	materials.	The	basic	concept	in	current	value	calculations	is	the	concept	of	opportunity	cost.	Title.	Getformula	Excel	files	with	this	edition	³	include	a	function	³	called	Getformula	that	allows	the	user	to	track	the	contents	of	cells.	The	reader	will	understand
that	MIT	Press	and	its	authors	do	not	guarantee	the	accuracy	or	completeness	of	any	information	³	published	in	this	book.	Neither	MIT	Press	nor	its	authors	are	responsible	for	the	consequences	of	the	implementation	³	the	models	or	information	presented	³	this	book.	The	disk	The	CD-ROM	included	with	Financial	Modeling	provides	files	that	give	the
entire	Excel	content	of	each	chapter	as	well	as	files	that	give	the	answers	to	each	of	the	end-of-chapter	questions.	The	example	we	developed	is	typical	of	an	exercise	that	accompanies	many	merger	and	acquisition	valuations.	13.5	Black-Litterman	Step	2:	Presenting	OpinionsÂ	​	Â	​	Â	What	Does	Joanna	Think?	Section	³	n	V	(chapter	29	Â	​	35	Â	​)	covers
several	Excel	topics	that	are	used	throughout	the	workbook.	I	am	indebted	to	several	people	(in	addition	to	those	mentioned	in	the	preface	above)	for	help	and	suggestions:	Andrew	A.	Ghosh,	Bjarne	Jensen,	Marek	Jocheck,	Milton	Joseph,	Erez	Kamer,	Saggi	Katz,	Emir	Kiamilev,	Paul	Legerer,	David	Martin,	Tom	McCurdy,	Tsahi	Melamed,	Tal	Mofkadi,
Geoffrey	Morrisett,	Sandip	Mukherji,	David	Pedersen,	Georgio	Questo,	Alex	Riahi,	Arad	Rostampour,	Joseph	Rubin,	Ofir	Shatz,	Mel	Tukman,	Guy	Vishnia,	Torben	Voetmann,	James	Ward,	Roberto	Wesmann	Brussels,	Geva	Yaniv	Erner	Zitzman.	Some	examples	may	be	a	corporate	³	if	the	It	is	based	on	section	I	of	the	book,	a	study	of	events	for	section	II,
a	project	based	on	options	for	section	III,	or	the	cómputo	of	a	4.32	olraC	etnoM	ed	sodot©ÃM	odnazilitu	allinaV	alodn¡Ãlna	ed	adamall	anU	oicerP	3.32	ogseir	ed	dadilartuen	y	sedadilibaborp	,selatatse	soicerP	2.32	lareneg	n³ÃicpircseD	1.32	senoicpo	sal	ed	oicerp	le	araP	sodot©ÃM	sodot©ÃM	sodot©ÃM	olraC	etnoM	ed	osU	016	016	706	406	206	795
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8.12	odinetnoc	42	32	22	VX	295	885	585	505	505	305	91	485	085	875	775	775	sovitca	ed	serolav	y	satic​Ãlpmi	sttuP	7.12	sonroter	aretrac	al	ed	latot	le	rarugesA	6.12	n³Ãicalumis	anU	.1	4-82620-262-0-879	NBSI	?odacrem	led	aretrac	aredadrev	al	se	l¡Ãuc¿Â	,secnotnE	5.11	"odacrem	ed	aretrac"	al	ed	aicneicifeni	aL	4.11	.lairaserpme	rolav	la	ragell
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selamrongol	soicerp	ed	satur	odnalumiS	5.81	.ogeuj	ed	opmac	le	ralevin	arap	dadinutropo	anu	using	Excel.	Chapter	1	is	an	introduction	to	³	financial	calculations	using	Excel.	135	135	136	138	142	146	147	148	151	92	95	103	111	113	115	117	118	121	122	125	127	127	IX	Content	4.9	PPG	PPG	modeling	POLYTICS	4.10	PPGã	¢	â	€	S	Cost	of	the	Equity
and	its	Debt	Cost	RD	4.11	What	is	ppgã	¢	â	€	â	€	™	as	a	half	weighted	cost	of	capital?	When	we	calculate	the	internal	rate	of	1.	Calculating	this	rate	is	not	trivial	and	implies	a	combination	of	theoretical	models	and	numerical	computation,	both	discussed	in	the	chapter.	The	fifth	edition	clarifies	the	exhibition	of	algéºn	anterior	material	and	A	of	and
python	to	the	tool	kit.	We	assume	that	there	is	no	doubt	that	this	series	of	five	payments	of	100	dollars	each	will	really	pay.	The	new	Financial	Modeling	edition	contains	many	updates	and	changes	that	monitor	new	developments	in	the	computational	finances.	The	rate	of	return	of	the	whole	of	several	phases	is	a	hybrid	strip,	and	Excel	can	be	used
easily	to	calculate	this	return.	As	any	chef	knows,	a	recipe	is	only	a	starting	point;	After	having	followed	the	recipe	several	times,	he	can	think	of	his	own	variations	and	make	the	results	adapt	to	their	tastes	and	needs.	An	alternative	is	that	students	(either	alone	or	in	teams)	present	a	final	project.	In	Chapter	7,	the	financial	animals	of	the	leverage
damage	agreements	are	analyzed,	including	an	analysis	of	the	world	of	multiple	phases	of	the	FASB	13.	In	this	sense,	it	is	a	kitchen	book	â	€	Â;	Like	any	kitchen	book,	gives	recipes	with	a	list	of	ingredients	and	instructions	to	make	and	bake.	25.4	Duration	patterns	25.5	The	duration	of	a	bonus	with	unequal	payments	25.6	Structures	and	period	of
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APPRENTICESHIP:	R1C1C1	Reference	Style	1090	1093	Ã	​	Reference	Index	1095	1107	Preface	The	two	previous	editions	of	financial	modeling	have	received	a	gratifyingly	positive	response	from	readers.	VBA	is	used	throughout	financial	modeling	to	create	life-friendly	functions	and	routines,	but	it	is	never	intrusive,	in	principle,	the	reader	can
understand	the	materials	in	all	other	financial	modeling	caps	without	the	need	for	VBA	caps.	It	is	essential	for	finance	students,	academics	and	modeling	professionals.	The	differences	between	Excel	2007	and	earlier	versions	of	Excel	are	largely	static	and	not	substantive.	I	have	consistently	used	previous	editions	of	this	book	in	my	modeling	courses
over	the	past	15	years.	Simon	Benninga	benninga	[³	protected	e-mail]	to	the	first	edition³	as	its	predecessor	numerical	finance	techniques,	this	book	presents	some	important	financial	models	and	shows	how	³	can	be	solved	numerically	and////	or	simulated	using	Excel.	XXVII	Preface	A	major	problem	with	a	computer-based	course	is	how	³	structure	the
final	exam.	Chapters	6	and	7	discuss	the	financial	analysis	of	the	lease.	In	the	period,	the	instructor	may	be	able	to	launch	the	section	³	shorter	bonuses	(chapter	25	"28).	The	"book	³"	It	blends	³	and	implementation	³	using	Excel	meets	a	need	in	both	the	academic	and	professional	markets	for	readers	who	realize	that	the	implementation	³	the
fundamentals	of	finance	studied	in	a	course	of	introduction	³	finance	requires	another	approach,	more	strongly	computational	and	implementational.	The	disk	that	comes	with	Financial	Modeling	has	a	document	on	how	users	³	add	Getformula	to	their	files.	Finally,	my	thanks	to	a	wonderful	set	of	editors:	Nancy	Lombardi,	Peter	Reinhart,	Victoria
Richardson	and	Terry	Vaughn.	Â¢	Â	​¢	I	suggest	that	after	the	initial	classes	in	a	computer	lab,	the	instructor	³	move	to	a	regular	classroom.	Financial	modeling	covers	financial	models	that	are	at	the	core	of	the	areas	of	corporate	finance,	simulation	³	financial	statements,	portfolio	issues,	options,	portfolio	insurance,	duration	³	and	immunization	³.
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restrictions	³	n	12.6	Completion	exercises³	n	335	335	336	341	343	345	344	7	347	47	329	330	332	333	xii	Content	13	Black-Litterman's	approach	to	portfolio	optimization	13.1	Overview	13.2	A	naive	problem	13.3	Black	and	Litterman	Â	​	s	Solution³	to	the	optimization	problem	13.4	Black-Litterman	Step	1:	What	does	the	market	think?	This	edition	has	³
expanded	into	six	additional	chapters,	covering	financial	calculations,	cost	of	capital,	value	at	risk	(VaR),	real	options,	initial	exercise	limits	and	time	structure	modeling.	In	the	financial	literature	there	are	many	without³any	cost	of	opportunity,	among	discount	rate,	capital	cost	and	interest	rate.	To	allow	Getformula	to	work,	you	must	³	xxv	Preface
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