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Overview
• Purpose Ensure that all finance majors have Excel skills
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• Purpose—Ensure that all finance majors have Excel skills 
necessary for upper div. courses. 

• Session 1:  Basic Excel Operations
− spreadsheet functionality, reference cells, formatting, linking 

spreadsheets, paste special, equation syntax.p , p p , q y

• Session 2:   Time value of money
bond pricing financial functions− bond pricing, financial functions

• Session 3 Data Analysis Tools
− solver, regression

• Assignments - Each session is ~30 ming
− Complete individually
− Submit through RamCT for grading. 



Time value of Money
U F1 (h l ) lib ll !!
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• Use F1 (help) liberally!!
− “F1”  search for “functions” 

• select “list of functions” 
• Select “financial functions”

− Select “Formulas”  then “insert function” 

• Particularly useful:
− Rate, PMT, PV – for periodic cash flows.

Yi ld P i D i Md i f b d i i l− Yield, Price, Duration, Mduration – for bonds in particular.

• Open a spreadsheetp p
− Save the spreadsheet as lastname_first_excel2.xlsx.



PV function – Sheet1
PV f i h l f i
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• PV function - returns the present value of an investment. 
− Look up “PV” function in help.  
− Copy “PV” example from help into “Sheet1”py p p
− Adjust column/row widths. 
− Note optional argument “type”; and neg value.

• Use PV function to find PV of $6000/yr for 20 yrs at 8%.   
− Why is this value smaller? 



Rate Function – Sheet2
• Rate function

5

• Rate function –
− Look up “Rate” function in help.  
− Copy “Rate” example from help into “Sheet2”
− Adjust column/row widths and format to show 4 decimals 

after percentage.

• Find “Rate” on $6000/yr for 20 yrs with PV of $58,908.88.
− Be careful with positive and negative signs 



Bond pricing with PV function – Sheet3
S h 3 lik b l
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• Set up sheet3 like below.
− Use the PV function to find answers.



Bond price volatility – Sheet4
F i ld f 0% 20% fi d
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• For yields from 0% to 20%, find 
− PV of 30 year bond with 5% coupon (paid annually)
− PV of 5 year bond with 5% coupon (paid annually)y p (p y)
− Use negative sign in front of PV to display positive prices.
− Which bond will have more price variability?
− Graph the bond pricesGraph the bond prices 

• right click on graph to “select data” and modify x-axis.

C ll F20• Cell F20
− find percent 

change in 30 yrg y
bond price as
yld increases
from 5% to 6%from 5% to 6%. 



Bond pricing – Sheet 5
B d i i “PRICE” d “YIELD”
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• Bond pricing – “PRICE” and “YIELD”
− Excel has powerful bond pricing functions.
− PV function assumes the next coupon is in exactly one period.p y p
− What if you buy, say, 32 days after last coupon was paid?
− Accounts for exact timing of coupons, day count conventions.

• Copy “Price” example from help.
− Find the price of 30-year 5% coupon bond (paid s.a.)

i ld f 6% Thi i T b d ( l/ l)at a yield of 6%.  This is a Treasury bond (actual/actual).
− PRICE(DATE(2000,1,1),DATE(2030,1,1),5%,6%,100,2,1)
− This price includes what is known as “accrued interest”.p

• Find price of bond above, settled on 3/15/2010 at yield of 3.5%.  

• Note also functions for “DURATION” and “MDURATION”



Sheet5 9


