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Lecture — 08
Exploring Data and Analytics on Spreadsheets (Contd.)

Hello everybody, this is Rudra Pradan here. Welcome to Business Analytics for
Management Decisions and we are here in unit 2 in that two-third lecture, third lecture
on exploring data and analytics on spreadsheets. In the last two lectures we have already
highlighted the details about the data structure, the data view in excel sheet and then
various operations related to excel functions. So, what we have already actually
concluded that you know excel has a beautiful kind of a kind of softwares or you know
kind of a structure through which a data can be you know a data can be investigated or it

can be analyzed in a much better way.

So, what that means, technically what I can say excel itself will give you some kind of
insights and that will be that will be very useful for business analytics. So, even if you
without having advanced kind of, use of analytics techniques or tools still you will get
some kind of insights through excel functions and that insights will help you lot to take
some kind of management decision. So, here we are in the process of knowing more
more about this particular you know excel functions and I will give you some of the

examples where you know again excel has a kind of beauty.
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So, let us see here and we are here in the second a component.
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Contents of Unit 2

* Data structure and data view

+  Use of excel functions

* Examples with excel functions
* Data visualization (Graphical)
+ Data Analysis (Quantitative)
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And then with the third kind of requirement examples with excel functions of course, we
have discussed couple of examples already, but still you know will be just a highlight

once again as per your particular requirement.
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Highlights of Lecture 2.3

Examples with excel functions

* Understanding of data/excel

* Breakeven analysis on a Spreadsheet

* Income Statement analysis on a Spreadsheet
* Loan repayment schedule
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So, in these particular lectures we are supposed to again and to know something more
about the understanding of you know data and excel use. And then I will just you know
connect with the some of the examples some of the financial examples like you know
breakeven analysis, incomes state income statement analysis and laundry repayment kind
of structures. And again excel has a beautiful kind of environment or the kind of
spreadsheet where you know all these things can be very easily can be evaluated and
analyzed. So, that is how it can be also you know called as one of the analytics mode or
medium through which you can get some kind of insights and that insight will help you

lot to take some kind of management decisions.

So, let us, let me give you some kind of exposure here.
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] Break-Even Analysis

% Used to determine the number of units of a product to sell or
produce (i.e. volume) that will equate total revenue with total
cost.

% The volume at which tetal revenue equals total cost (zero
profit) is called the break-even point.

% Profit at break-even point is zero.
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And the first example which I like to connect with the excel sheet is called as a break
even analysis. In the break even in any kind of a business process and a profit is the kind
of prime goals there is a guy who you know Peter Drucker who mentioned that you
know profit is meant for three things. It is the kind of premium of cost of productions
and it is the benchmark of particular organization and then it is a component through
which actually a company can plan for you know or make investment strategy. So, there
are you know three most important requirements through which actually a business is
always evaluated and that is how profit, a profit is the key component in any kind of
business and business analytics that is how you know very keen on to analyze all these

things. So, that you know profit can be always you know they are in the systems.

So, we are doing all these things kind of analytics or the use of analytics for business
problems and in order to have you know more profit and to make you know the business
in era you know positive sides and the profit is the actually difference between the
revenue and cost which we have already highlighted me you know many instances and
again [ will give you here more in depth kind of understanding where you can actually
again use excel sheet through which through which you can take a you know
management decision. For instance let us say there are three different forms and you
know you have actually price and cost informations about the time and you are interested
to know which form is in which shape whether it is in a profit shape or loss, loss shape

you know in a kind of in a balanced positions and that too in which period and with



respect to you know kind of comparisons. So, as if these are the kind of environment and

problems so the excel sheet can again further help you lot to solve the problems.

So, you know you just calculate for a particular company and then that can be just you
know applied for other companies then automatically everything can be systematically
reported. So, that is how the beauty of the excel sheet is all about. So, now, let me give
you some kind of snap shot about the break even analysis. So, breakeven is kind of a
situation where your revenue exactly equal to cost and if not then a revenue may be
greater than to cost or revenue may be less than to cost. If revenue is greater than to cost
so then business is at profit levels. So, that is called as actually supernormal profit and if
not then there is a chance of you know revenue equal to cost. So, that is what we called
as a normal profit. And the other name of normal profit is called as a break even analysis
and then if not then revenue less than to cost that is what actually called as you know

loss situations.

So, every business there you know the analysis or the requirement is just to see the kind
of status of a business. So, you know that is with respect to revenue versus you know
cost whether the particular firm or you know a particular business is operating in a loss
shape or it is inappropriate shape or it is in a break even kind of a point. Because
breakeven is a kind of private or you know key kind of a situation or you know kind of a
stage where you have to take a very kind of crucial decisions and that is how we are you
are very keen to know this kind of examples. And then you we like to know how excel
can help you help us to solve such kind of problems and to get some kind of phenomenal

decisions.

So, now, these are all here is to you know highlight and here to you know in the break
even analysis we are supposed to know the kind of number of units quantity to be
produced at a kind of number break even situations. Then it is the kind of a situation we
are total revenue exactly equal to total cost and as a result your declaration is the profit at
breakeven point is nothing, but called as you know 0; that is how it is the other name of
particular situation is called as a no profit and not loss situations. So, now, I will here

give you some kind of details about this break even analysis.
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Break-Even Analysis (Cont.)

Model Components:
+_Fixed Costs-(c;) - costs that remain constant regardless of number of units
produced. §'s necessary to invest in facilities

+ Variable Cost (c,) - unit cost of product.

+ Total variable cost (ve,) - function of volume (v) and variable per-unit cost.
. Tmm(:l;f:xed cost plus total variable cost.

+ Profit (Z! - difference between total revenue vp (p = price) and total cost.
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So, the requirement is like this that you know your you are supposed to know cost and
that cost is usually divided into two parts the fixed cost and variable cost and this is
actually fixed cost and this is variable cost this sum of fixed cost and variable cost will

give you the total cost.

And then you have actually profit, profit is the difference between total revenue and total
cost and total revenue is nothing, but actually price a in two cells that is the quantity and
then once you get the cells revenue. So, the sales revenue need to be compared with you
know fixed cost and variable cost that is what is called as you know total cost. So, then
we will see the kind of signal and we are actually at keen to know what is the break even
quantity. So, that is very important in any kind of business process. So, we are here to
know how excel can help us to decide this particular point and that can be for
generalized for other company when we have a big spreadsheet kind of environment

right.
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] Breakeven Analysisis (Cont.)
Profit = Total Revenue - Total Cost fr__CEl_. =l F( f
Profit = Revenue - Fixed Cost - Variable Cost TR }V&
Where: N

Revenue = [Sales price ($/unit) x Number (units)] @’
Variable Cost = [Variable cost ($/unif) x Number (units)]

Fixed Cost = $ necessary to invest in facilties (buildings,
equipment, processes, efc.) = constant dollar value.
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So, accordingly we can proceed. So, profit is actually total revenue minus total cost and
profit is again divided into a revenue and a minus fixed cost and variable cost that is
actually the difference between; that means, these two gives the kind of a composition
total cost and the revenue is nothing but actually sales price and the quantity to be a
contradiction to be sell to be solved and then it will give you the a component called as a
sales revenue then variable cost actually is nothing, but depends upon quantity. So, that is
why variable cost multiplied by quantity that is P Q and then fixed cost fixed cost
actually independent of quantity. So, technically a let me give you actually structure like
this. So, this is actually a let us say in the breakeven situation its total revenue exact

equal to total cost.

So that means, total revenue actually this is a P into Q that is nothing, but called as total
revenue and then equal to total cost that is the total fixed cost total fixed cost plus total
variable cost. So, total variable cost is nothing, but actually Q into let us say V. So, I will
put you know component like this Q into V total variable cost. So, then your equation

will be your equation will be like this. So, let me give you a kind of a composition here.
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So, now, here P into P into Q P into Q minus Q into V equal to TFC. So, this is actually if
you simplify then it will give you the structure like this. So, now, this is actually TFC,
this is actually TFC right, TFC. Then if you take Q commons then this is P minus V and
then equal to TFC then finally, Q is nothing, but actually equal to TFC divided by P
minus V. So, this is actually called as you know break even quantity this is actually
called as a break even quantity and by default one of the standard actually business
decision or you know business understanding is that you know P should be any contest
should be greater than to V that is actually for a unit quantity particular unit quantity
your price should be greater than to variable cost. So, for a particular you know unit, the
price composition should be greater than to variable cost, if P greater if not P greater than

two V then the mathematically this particular you know requirement is actually useless.

So that means, technically in any kind of business process the theoretical requirement is
that you know quantity should be positive and price should be positive and here the
signal is that you know it is mathematically also true and also it also supports the theory
and the kind of business logic. So, as a result you have to be very careful how you have
to deal with all these kind of situations. So, then, this is how the clear cut understanding.

So, let me give you some kind of structure here again.



(Refer Slide Time: 12:31)

Example II: Break-Even Analysis (1 of 10)

Example: Western Clothing Company
;= $10000
c, = $8 per pair
p = $23 per pair
V =666.7 pairs, break-even point
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So, this is how the whole compositions what do you know. So, the break even quantity is

actually fixed cost divided by price into variable cost that is the particular unit.
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Breakeven Analysis (Cont.)
Z=vp-cf-vev

Set profit equal to 0:
vp = cf + vev

Compute the Break-Even Point:
Break-even quantity = cf/(p - cv)
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So, then accordingly, we can actually analyze through actual through excel sheet and in
the excel sheet you just enter this data and then by default some kind of using excel
functions you are in a position to calculate the exact requirement. So, that means,
actually. So, once your entry data are you know readily available then there is no need of

you actually a calculate step by step just you know put a functional form then give the



kind of exactly requirement then by default excel will help you to report the particular
requirement. So, then on the basis of this requirement you can take a management

decision.

The way which we have already solved some of the problems in the last lecture this is
also similar kind of a situation. Just you report all these thing in the excel sheet then you
put equal to signs and you know exactly connect with you as per the particular you know
formula, then you once you put the enters then automatically the particular you know on
the value will come and that value will give you some kind of insight as per here you

know a particular requirement.
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In fact, you know, this is actually graphical structure of kind of break even analysis. In
fact, actually excel has a two different kind of modes in one mode you can get directly
quantitative informations and the same information can be also graphically plotted and
then you can get some kind of better insights or you know better clarity. So, this is one of
the examples and that can be also solved through excel sheet. I will show you in the later
stage, but in this in the mean times let me clarify how it is actually happening in the kind

of situation see here.

So, actually total revenue is starts from here only. So, this is actually, this is what actually
the requirement here. So, the 45 degree angle is nothing, but actually total revenue curve

and this starts with is 0 because when actually a quantity equal to zero then you know



you know the revenue is also equal to 0. But cost cannot be actually 0 because you know
there is a fixed cost component which is always above than 0 as a result. So, this is the
composition of you know fixed cost and then variable cost will start from onwards and
the variable cost and the fixed cost will give you the total cost picture. So, this amount is

nothing, but called as a variable cost.

So, now, this is a total revenue pictures then you have a total cost pictures then the
intersection point will give you the understanding about the break even situation and the
break even left side will give you the structure 1 and the right side will give you the
structure 2. So, this is actually profit side and this is the loss side. So, the this; that
means, this is actually called as you know key stage or you know key component or pi
what kind of situation through which you know the particular situation is a different

game all together so that means, in one side negative and in another side kind of positive.

So, we like to know the break even requirement is just to know at what quantity levels.
So, the particular business will return from loss to profit or you know profit to loss so;
that means, if you are moving from right to left or left to right. So, you like to know. So,
what is the point you know you know quantity through which you know business or
management is changing one angle to another angle and that is how the breakeven is all
about and this can be mathematically calculated and again with the help of you know

excel sheet you can also solve this particular business problems right.
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] Example II: Break-Even Analysis (3 of 10)
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So, this is another kind of examples. In fact, I told you earlier that business is a kind of
complex kind of situations and we have lots of you know dynamics and with the help of
you know dynamics you can you know you can have a change kind of situation. The
cited example is here. So, we have a fixed cost and total cost and this is actually initial
total revenue then again same price will changed increase price or you know a decreased

price your revenue curve will also change. So, now, the breakeven point will be different.

So that means, this is a typical example you know what we called actually sensitivity
analysis. So, keeping other things remain constant in price will change here then the
break even situation will change and here we are allowing you know increased price
situation then we are you know checking what is the break even position. So, now,
initially, the initial this is actually all revenue and this is what the breakeven point now
with increase your price then you know your quantity structure is actually reducing. So,
this is actually as per the business kind of the demand theory we have already
highlighted you know if you increase the price then quantity will be little bit you not
lower. So, this is what happening here. So, that need to be tested again mathematically
and that too through excel function it can be also easily a in a position to help and you

know solve the kind of requirement.

So, let us go to another kind of in a situation here. And this is another kind of situation
another sensitive kind of a situation here keeping revenue constant if you like to reduce
the cost or you know increase the cost then the break even situation will increase. So that
means, actually in any kind of business process to retain profit or to decide profit or
decide breakeven. So, you can apply cost strategy or you can apply actually revenue
strategy. So, increasing revenue or you know re reducing cost will allow you to go to the

at a profit levels.

So, that is how we are keen to know how it is happening and how excel can help you to
analyze all these situation. So, means typically actually the beauty of the excel sheet
know when you have a kind of sensitive kind of situation sensitive analysis; that means,
when there is a change of various price then change of various cost then how it a actually
a farm is behaving over the time or you know over the all the changes. So, manually it is
very difficult to do all these things, but you know once you know enter the data and you
know you commands to the excels and put a particular functional form or you know; that

means, to indicate a particular functional form. So, automatically, excel will give you



some kind of judgment or you know insights that insight will help you to take some kind

of management decisions.

So, this is another kind of situation. So, changing the kind of cost and revenue structure

the situation is changing one point to another point.

(Refer Slide Time: 19:58)
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Example Il: Break-Even Analysis- Excel Computer Solution
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So, now, go to the excel sheet again. And this is the excel view and here the break even
analysis then you know same things you know fixed cost structure is there, variable cost
structure is there and prices you like this and you like to check actually whether you
know what is the operation of you know variable or you know break even quantity. So,
we have already calculated; however, the formula is written here actually. So, this is what
actually. So, this is what actually the operation of formula and exactly that is the fixed
cost divided by actually, price minus variable cost, so the price actually the price
component is here and variable cost component is here and this is actually fixed cost;
that means, technically. So, the operation is a deed force that is actually 10,000 and then
divided by a price minus you know variable cost price is actually this is actually d eight

and then minus d 6, d 6 is nothing but called as actually variable cost.

So, now the once you actually put the enter then; obviously, it will give you the signal
about the break even quantity. So that means, actually, this is again beauty of the excel
sheet once you have actually information then excel function will help you lot to take a

decision so; that means, it will give you some kind of an insights and once you get this



insight then this will help you a lot to solve the a business problem and you can take a

management decision.
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Similarly this is actually break even analysis you know in the spreadsheet.
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So, I am not going in details again. So, this is a little bit you know complex kind of
environment which I have already highlighted that you know in the excel so you can
have a quantitative information quantitative judgmentary you have a quantitative

judgment here and then the same judgment you can you know graphical actually plot and



get to know what is the kind of a strategy and signal. Then with the help of you know,
once you know the plotting will be different when you will change the price structure

and cost structure. So, this will be a different kind of environment all together us.

That means, technically what I again hi interested to highlight that you know. So,
breakeven has a means excel has a kind of beauty that you know it helps lots of you
know business related problems with the operation of you know excel functions. So,
similarly you know some of the other situations you can also apply excel functions and

then take some kind of management decisions.

(Refer Slide Time: 22:38)
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So, this is again actually the spreadsheet and the spread sheet will give you some kind of
judgment of how the break even units all together. So, this is actually details about the
structure of you know total revenue and total cost and then finally, it will give you a

snapshot about the kind of our requirement.
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So this is again excel view of you know graphical plotting. And we have a detailed
discussion on graphical plotting in the next lecture. So, in the mean times we will see
what are the other scenario through which actually you know excel function can help you

lot to take some kind of management decision.
(Refer Slide Time: 23:07)
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Problem:

Bill's company, Pritchett's Precious Time Pieces, buys,
sells, and repairs old clocks and clock parts. Bill sells
rebuilt springs for unit price $10. Fixed cost of
equipment to build springs is $1,000. Variable cost per
unit is §5 for spring material.
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So, again the standard examples of you know break even analysis.
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Profit = $10X - $1,000 - $5X

Break-even quantity = cfl(p - cv)

BE=$1,000 / [$10 - $5] = 200 springs.
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So, I am not going in details, it is just you know a similar kind of situation. A fixed cost
variable cost then you know get the total cost then connect with the price and quantity
get the total revenue. Then accordingly you can find out what is the quantity through

which you know we can say that it is a break even kind of situation.
(Refer Slide Time: 23:40)
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Spreadsheet Modeling and Engineering

+ Spreadsheet Engineering is the process of developing good, useful, and
correct spreadsheet models,

+ Spreadsheet models characterize the relationship between inputs and
outputs.

+ It is important not to use input data in model formulas, but to instead
reference the spreadsheet cells that contain the data.
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And so there are many other various where the excel spreadsheet can be frequently used
in spread sheet engineering is the process of developing good useful and you know

correct spreadsheet models and spreadsheet models characterize the relationship between



inputs and you know outputs. And it is very important to note that you know the to use
input data in the model formula, but not to instead reference this spreadsheet cells that
contain the data. That means, actually means the whole idea exactly like this you know
you must have actually the kind of proper informations and that should be actually in a
structured format then with the help of you know excel functions you are in a position to
calculate and then get some kind of insight and on the basis of these insights you can

take some kind of you know a management decisions.
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Spreadsheet Modeling and Engineering
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Here is another kind of a situation where actually the excel sheet can help you lot to get
some kind of management decisions. So, this is again actually the outsourcing kind you
know decisions where actually we are interested to know what is the cost difference you
know kind of cost difference in a particular industry anyway. Actually move one

situation to another situation.

This is similar kind of environment and, we are interested to know how cost is effective
from one situation to another situations and you know cost difference is there and you
have to take a decision with you know if signals by putting actually if signals then you
will find actually a management decision. So, I am not going in details it is a like you
know break even analysis the similar structure can be applied here and then to analyze

the particular you know situations.
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Pricing Decision Spreadsheet Model
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Sales = -2.9485 x price + 3,240.9
Total Revenue = price x sales
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So, this is how the a pricing decision spreadsheet models then here also similar kind of
situation you like with the availability of you know price and you are supposed to report
you know revenue and then you are in a position to or you are in a position to find out
whether you know you have to go with this particular model or you have to reject this

particular model.

So, these are you know means you what I am interested to say that you know, this is
actually the spread sheet has a beauty that if you have a some kind of proper inputs then
you have the objective kind of a requirement. Then with the help of excel functions you
are easily in a position to find out insights and get some kind of kind of results and with
the basis of these insights and results you are in a position to make a judgment whether
to accepter whether to reject. These are the kind of requirements which you need in and

that to excel will help you a lot to solve this kind of a situation.



(Refer Slide Time: 26:42)

o eSSGEs .
Spreadsheet Modeling and Engineering

Spreadsheet Quality

» Verification is the process of ensuring that a model is
accurate and free from logical errors.

» Below are three approaches to spreadsheet engineering
that can improve spreadsheet quality:

1. Improve the design and format of the spreadsheet itself.
2. Improve the process used to develop a spreadsheet.

3. Inspect your results carefully and use appropriate tools
available in Excel.
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So, these are all details more about to you know something like you know spreadsheet
modeling and engineering. So, you know means it is a kind of huge use structure
restructure through which on the actual requirement till we get means till we get you
know some kind of final decision excel as a kind of beauty that you know with the help
of you know sensitivity analysis and kind of various excel functions you are in a position

to take some kind of decisions right.
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Spreadsheet Modeling and Engineering

Modeling Net Income on a Spreadsheet

» Gross profit = sales - cost of goods sold

P Operating expenses = administrative expenses
+selling expenses
+ depreciation expenses

» Net operating income = gross profit

4 - operating expenses

» Earnings before taxes = net operating income

- interest expense
» Net income = earnings before taxes - taxes
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So, this is another kind of example financial examples. Here the idea is to declare
whether you know what is the actually income of a particular company and this is
income statement analysis. We have actually we are living in a corporate kind of
environment and; that means, since we are discussing about you know business
analytics. So, every business you know business organization has a kind of income
statement kind of structures. So, we our requirement is to take a decision whether you
know the particular business is in appropriate step or you know loss step and how is the

net income how is the operating income like this.

So, this is a standard examples and these are the standard the requirement. Starting from
the basic understanding is that you know gross profit then you know there are you know

some of the other kind of profits like operating proprietary net profit etcetera etcetera.

So, the basic idea of you know financial modeling is that you know graph gross profit is
the difference between you know sales revenue minus cost of goods and services. And
then operating expenses will be there is like you know administrative expenses selling
expenses all these things once you deduct then finally, a component will be with you that
is called as you know net operating income. And that is technically called as actually you
know earnings before interest and takes then there are you know tax deduction interest
deductions, tax deductions then after you know deducting tax and interest then finally,
there is a component called as you know net income. And this net income actually is
nothing, but actually the business kind of for total profit and that is the profit which

actually meant for you know shareholders kind of requirement.
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Data-Model Format for Computing Net Income

A ] 8
1 Net Income Model

H
& Costol Goods Sold § 3200000
7 Adminirotive Exponses  § 20000
& Salling Expenses § 0 450000
3 Depreciation Expanses § M
10 Imterest Expanse ] 35,000
11 Taxes § 256,000

15 Giress Profit § 1800000 pas 1
16 Oparating Expenses § 1025000 FSUMETEY
17 Wat Opodating Income § 715000 pBISBIE

13 Eamings Balore Taxes §  TaM0 pEITEI

It}

20 Net Income mruil
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So, again actually every company big big company you know the you know the business
depends upon you know share holders investment. So, that is why the net income is one
of the important requirement every company or every business one you know they need
to report. And that is how the status of a company you can you understand and according
the software you know excels of excel, excel spreadsheet will help you lot to calculate all
these details; that means, just you report all these item then finally, with the kind of excel
functions or you know excel formula. So, you are in a position to report actually what is
the happening of a particular company and then that can be generalized for you know if
you have a series of companies and if you have a data in proper or in our structure you
calculate for one company then you know just scroll it then you can in a position to come
or if other companies in the several times. And that is what the beauty of you know excel

spreadsheet.

This is similar kind of examples, you can go through all these details.
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Pro Forma Income Statement Format for Computing Net Income

A ] C 1}
1 Pro Forma Income Statement
2
3 Sales $ 500,000
4 Cost of Goods Sold §  (3.200,000)
5 Gross Profit $  1800,000
& Operating Expenses
¥ Administrative Expenses § 250,000
8 Selling Expenses § 450,000 d
9 Dapreciation Expenses § 325000 §  (1,025000) ={SUMET BY))
10 Net Operating Income 5 775,000 | =C5+CY
i Interest Expense 5 (35,000
12 Eamings Before Taxes 5 T4 WU
i ] Taxes § (296,000
14 Hat Income § 44000
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This is another examples and since we have no time, that is why I am just highlighting
that you know we have already discussed this kind of problems in net present criteria and
this another kind of example where you know if you have actually investment then cash

flows and then a what should be the present value of a you know investment.

(Refer Slide Time: 30:21)

Computing Present Value

+  The present Value is an amount today that equates to some
larger amount in the future
*  Example: We know we want $1,000,000 when we retire 40

years from today. If we can earn a 10% return on our money,
how much should we invest today?

= Calculator Approach:
= 1,000,000 FV
(UE) 0 PMT
1,000,000 40 N
(1.10)" 10 e
=3$22,094.93 CPTPV 22,094.93 "
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So that means, for examples we want to invest you know some amount and you like to
actually know how much actually invest every month when you are in, when you need

actually a big amount at a particular period of time and the present value criteria already



help you lot to get this kind of a decision. And we have excel functions and excel
function really help you lot to take a decisions with a particular you know structure and
you know understanding just you know report all these figures and it will give you the
snapshot that what is the kind of a particular requirement you are supposed to invest. So,
that you know the total amount you will reach at a particular years. So, this is how the

excel spreadsheet all about.

Similarly a investment rate of return can be calculated by the self of you know excel

formula.
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Loan Amortization

+ Ablended payment loan is repaid in equal periodic payments
* However, the amount of principal and interest varies each period

* Assume that we want to calculate an amortization table showing the amount
of principal and interest paid each period for a 55,000 loan at 10% repaid in
three equal annual instalments.
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And the last, but not the least final example is you know, it is very useful for you know a
kind of laundry payment systems, it is useful for loan repayment systems where you like
to know actually what is the actually the in the minimum in this constant amount you are
supposed to pay and you know if you are you know a loan amount is fixed and time

period is fixed.
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Loan Amortization: Solution

*  First calculate the annual payments

1-(144)"
V =
PV iy = PMT £ k ] Calculator Approach:
P 3,000 PV
e e 0 FV
1-(1+£)
& 3 N
S o
1-(1.10)"
[W] §2,010.57
=$2,010.57
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So, you are supposed to know, what is the minimum down payment and then what is the
maximum period of constant payment towards this particular loan repayment system?
So, here is you know excel will help you a lot to calculate this kind of requirement. So,

this is what the mathematics is all about.

And again through the excel spreadsheet it will help you lot you know or what I can say
that you know excel, for excel sheet spreadsheet will give you very quick decisions
because you know it is well connected with all these you know financial functionalities.

So, as a result you can take easy decisions.
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Amortization Table

Period Principal:  |Payment [Interest | Principall  Principal:

Start of Endof Period
Period

1,610.57
34894 |1,661.63 | 1,827.80
18278 |1.8271.718 |0

1,827.80
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So, this is how the typical process, usually actually excel will help you to know what is
the actually the a monthly installment a constant instrument you are supposed to pay
within this you know loan amount and that to for a 3 years time period and that too a

particular interest rate is given.

So, this is actually the beauty of this particular you know such kind of you know this is

another kind of you know example. So, I am not going in details.

(Refer Slide Time: 33:12)

Analysis of a Car Loan

+ (Canl afford it?

* How do| calculate for:
- rebates
— Down payments
= interest rates

~the number of
payments
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So, these are the things we have supposed, we have actually discussed in this particular

you know lectures.
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Key Terms

Break even analysis

Cash flows

Discount rate

Rate of return

Income statement analysis
Loan Amortization

NPTEL ONLINE

IITKHARAGPUR CERTIFICATION COURSES

So, some of the classic actually management problems and that rule can be solved
through excel functions. And we have discussed break even analysis cash flow analysis
and then you know the kind of investment decision income statement analysis and the
loan repayment system. So, these are actually typical areas where you know excel

functions usually help lot to solve some of the management decisions.
So, with this we will stop here.

Thank you very much, have a nice time.



