Lecture Notes
Chapter 8
Financial Functions and What-If Analysis
Overview
In this chapter, learners are taught some of the basic financial functions frequently used in Excel. They will learn how to analyze potential changing circumstances based on altering variable inputs using What-If Analysis tools, such as Scenario Manager, Data Tables, and Goal Seek.
Chapter Topics
	Creating Financial Functions
Financial Function Arguments
PMT Function
FV Function
NPER Function
	Using What-If Analysis Tools
Data Tables
	Scenario Manager


	Goal Seek
	
	


Chapter Timing
The following table lists the estimated time to complete this chapter:
	Develop Your Skills
	Self-Assessment (online)
	Reinforce Your Skills
	Apply Your Skills
	Project Grader
	Extend Your Skills
	TOTAL

	2 hrs
	20 mins
	45 mins
	40 mins
	1 hr
	1 hr 30 mins
	[bookmark: _GoBack]6 hrs 15 mins


Preparing for This Chapter
A complete installation of Microsoft Excel 2019 and an Internet connection are required for successful completion of this chapter.
A customizable PowerPoint presentation is available to support this chapter.
Lecture Plan
	Major Topic
	Subtopic(s)
	Notes

	Creating Financial Functions
	· Financial Function Arguments
· PMT Function
· FV Function
· NPER Function
	Discussion
· Explain that there is a whole category of financial functions in the Function Library and that they help with decision-making, analysis, and forecasting.
· Point out that if you have large, complex worksheets, it is a good practice to store constant values in a separate cell rather in a function argument.
· Point out that the arguments are very similar for many financial functions.
· Share how the PMT function can be used to calculate the monthly payment to pay off a loan or to calculate how much to save each month to reach a future set amount. Use an example of buying a car.
· Demonstrate how the FV function is used to calculate the future value of an investment using an interest rate, investment length, and a payment.
· Show how the NPER function is used when you need to know how many periods (such as weeks, months, years) are required to reach a financial goal.
Questions/Activities
· Ask: Why should you enter the amount of a loan as a negative value before performing a PMT function? (Answer: Because Excel considers payments as negatives; if the loan amount is positive, the resulting monthly payment will display as negative.)
· Ask: What arguments are required to calculate the monthly payment for a mortgage?
· Ask: Which financial function would you use to determine how long it would take to pay of a $10,000 loan at a specific rate if you were to pay $300 per month? 

	Using What-If Analysis Tools
	· Data Tables
· VIDEO: “Creating One- and Two-Variable Data Tables”
	Discussion
· Explain that a What-If Analysis is as simple as it seems in that it means you are asking the question, what if?
· Share that What-If Analysis tools provide many ways to look at different possibilities rather than typing new arguments in formulas to see different results.
· Point out that What-If Analysis tools include: Scenario Manager, Goal Seek, and Data Tables.
· Emphasize that a Data Table is NOT a table; there is no sorting or filtering in a Data Table.
· Data Tables let you insert different values to replace an argument in a formula all at the same time.
· Show the video “Creating One- and Two-Variable Data Tables” and discuss its contents:
· Substitute values change the final formula results
· Explains input cells, formula, and substitute values for a one-variable table and creates one 
· Explains the difference in the input cells, formula, and substitute values for a two-variable Data Table and then creates one
Questions/Activities
· Ask: How is the set up different in a one- vs. two-variable Data Table? (Answer: A two-variable table requires two variable input cells, the location of the formula is different, and substitute values replace two arguments in the formula.)
· Ask: What features are not available in a Data Table? 

	Scenario Manager
	
	Discussion
· Explain that Scenario Manager uses variable inputs like Data Tables but can handle more than one or two variables—up to 32.
· Share that Scenario Manager can show the effects of many variables for multiple formulas at the same time.
· Explain how results can be displayed in the same worksheet or in a scenario summary report.
· Point out the requirements for a scenario:
· Scenario name
· Identification of changing cells 
· Values for each changing cell
Questions/Activities
· Ask: What is a benefit of using Scenario Manager instead of viewing the results in a Data Table?
· Ask: What might happen if you use a formula cell as a changing cell in a scenario formula? (Answer: The formula is replaced with a constant value, which could cause errors or mistakes.) 

	Goal Seek
	
	Discussion
· Explain that Goal Seek is used if you already know the result you want.
· Share how Goal Seek works backward to arrive at the desired result.
· Demonstrate Goal Seek using an example of wanting to find out how much you can afford to spend on a car when you know the monthly car payment you want to pay and the interest rate.
Questions/Activities
· Ask: What are some other examples of when you might use Goal Seek?
· Activity: Provide learners with a spreadsheet that is set up so that they can practice performing What-If Analyses and financial functions.
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