Lecture 5. Working
with spreadsheets

FOR 2022. Financial Analysis for
Natural Resources.

LA

Making College Possible

School of Forest Resources Va )

About spreadsheets and this
course...

o Spreadsheets are huge time saving tools!

o Spreadsheets and computers are not
allowed on exams

o Check your formulas!

o Give me electronic copy of all work done
using spreadsheets (give me printout as
well)




° Spreadsheet basics

o Rows numbered: 1, 2, 3,...
o Columns lettered: A, B, C,...

o Cell reference for highlighted
cell: C5 or c5
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° Spreadsheet basics

o You can enter text or
numbers into a cell directly
o Various formats for numbers
Currency
Accounting
Percentage
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o You can also enter formulas into a
spreadsheet

Spreadsheet basics

Note spreadsheet has result of
formula

Formula itself is shown in formula

bar.

Here, the formula is =-100+-25

To enter a formula, start with the =
sign

You can enter a formula directly in
a cell or select a cell with a single
left mouse click and enter the
formula in the formula bar.
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Spreadsheet basics

o Mathematical operators and order of

ascendancy

Power and square root " or SQRT()
Multiplication and division * or /
Add and subtract + or -

Use of brackets or parentheses to change B G f| L o =
the order of mathematical operations. I il . N E—
Cell Formula 3 | 1 4 3 1124884
D2 =A2+B2"C2 . WY
D3 =(A3+B3)"C3 ; 1 4% 3 304
D4 =A4*B4*C4 8 |

D5 =(A5+B5)*C5 e v
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D6 =A6*(B6+C6)
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Spreadsheet basics

o Relative cell references

If | enter =C1 into cell C2, this is

a relative cell address.

It means, always look in the
same column, and look one cell

above me.

If I copy this cell and paste it into

cell B6, 1 will get...
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Spreadsheet basics

o Relative cell references

If | enter =C1 into cell C2, this is

a relative cell address.

It means, always look in the
same column, and look one cell

above me.

If I copy this cell and paste it into

cell B6, I will get...
250000%

Note that cell format was copied as

well!
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Spreadsheet basics

o Absolute cell references

By using the $ sign in front of either
column or row, | can lock the reference
to a column, row, or exact cell.

This can be useful when copying
formulas...

Cell Formula
C2 =c$l
C3 =$c$1
C4 =$cl

Now, I'll copy cells c2 to c4 into cells
b6 to b8...
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Spreadsheet basics

o Absolute cell references

By using the $ sign in front of either column
or row, | can lock the reference to a column,
row, or exact cell.

This can be useful when copying formulas...

Cell Formula
Cc2 =c$l
C3 = $c$l
C4 =$cl

Now, I'll copy cells c2 to c4 into cells
b6 to b8...

Cell Formula
B6 =B$1
B7 =$C3$1
B8 =$C5
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Calculate present value

o Using the present value formula,

we will calculate the present
value of each cash flow in the
project.

Vo=V, (1+)™

We will enter this into cell c3 for

the cash flow of -$100 that

occurs in year nine of the project

as:

=h3*(1+c1)*-a3
The result is (59.19) or - $59.19
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Calculate present value

o Relative cell addresses in this

o If we copy this formula to another

formulal

row or column, it won't be
correct!
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Calculate present value

o Relative cell addresses in this

formula!

o If we copy this formula to another

row or column, it won't be
correct!

o Let's add another interest

column and see what our
formula does when we copy it to
cell d4...error!

o How to fix? Use absolute cell

reference tool!
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Calculate present value

o Our new formula in cell c3 is:

=$b3*(1+c$1)"-$a3
This means:

Column b always has our cash flow
or future value of V,,

Row 1 of whatever column we are
in has the interest rate that we want
to use!

Column a always has the year of
the cash flow (n)

Now let’s copy this cell into cell
da....
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° Calculate present value
. . . B2 Microsoft Excel - Book1 Q@ng
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d4....and we have the correct
present value!
° Calculate present value

o Now | can copy cell c3 into

the range of cells c2..d5
and all the present values
are correct!
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° Calculate net present value

o Now | will enter the
formula to sum a range of
cells into cell c6

=sum(c2..chH)

o This value is the net
present value of the
project at a 6% interest
rate!

| can copy this into cell d6
and get the correct sum
for the project at 8%
interest.
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spreadsheet to see the
effects on net present
value!
Lower or higher interest
rates!

Spreadsheet power —
sensitivity analysis
o | can change inputs on my
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Spreadsheet power —

sensitivity analysis
o | can change inputs on my

spreadsheet to see the
effects on net present
value!

Changed cash flows in
amount or timing!

o Determine effects of
different inputs with ease!
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® Cautions!

o Spreadsheets are GREAT!

o Check your formulas with hand or calculator!

Especially after cutting and pasting formulas to
make sure your cell address are correct!

o More complex formulas can be entered — but use
care to make sure order of calculations is correct!

o Finally, when the tests and quizzes come, you'll
have to do your work with a calculator!
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Next lecture...

o Present and future value of a series of
payments...
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