
Summary
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Inthischapter,wehaveexaminedthreemethodsoffbrecastingfinancialstatementsand

variables.Weusedthepercentofsalestechniquetofbrecastthefirm'sincomestatementand

balancesheetbaseduponanestimatedlevelofsales.Weusedatime-trendtecmiqueto
fbrecastsalesasaninputtothepercentofsalesmethod.Finallylwelookedatregression
analysistohelpgenerateabetterfbrecastofthecostofgoodssoldbyusingtherelationship
betweenthatandsalesoverthepastfiveyears.

Wehavebarelyscratchedthesurfaceoffbrecastingmethodologies.Howevel;wehopethat
thischapterhasstimulatedaninterestinthisimportamsuhject.Ifso,beassuredthatExcel,

eitheraloneorthroughanadd-inprogfam,canbemadetohandlenearlyallofyour
fbrecastingproblems.Pleaserememberthatanyfbrecastisalmostassuredlywrong・Wecan

onlyhopetogetreasonablyclosetotheacmalfiltureoutcome.Howcloseyougetdepends
uponthequalityofyourmodelandtheinputstothatmodel.
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I UsingthedatainthestudentspreadsheetfileP&Gxlsx(tofindthesmdent

spreadsheetsfbr尻"α"c"IA"αりぷSW|"ﾙMIcﾉ℃sq"鰍ce/,sixthedition,go
towww.cengage.com/finance/mayes)fbrecasttheJune30,2011,income

statementandbalancesheetfbrProcter&Gamble.Usethepercentof
salesmethodandthefbllowingassumptions:(1)SalesinFY2011willbe

$81,000;(2)Thetaxratewillbe27.26%;(3)Eachitemthatchangeswith

saleswillbethefive-yearaveragepercentageofsales;(4)Thepreferred

dividendwillbe219;and(5)Thecommondividendpayoutratiowillbe
42%ofincomeavailabletocommonstockholders.

a，Whatisthediscretionaryfinancingneededin2011？Isthisasulplus
ordeflcit？

b AssumethattheDFNwillbeabsolbedbylong-tenndebtandthatthetotal

interestrateis4､50%oflJIDSetupanitel･ativeworksheettoeliminateit.
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C、

｡．

e、

Createachartofcashvs・salesandaddalineartrendline・Isthecash

balanceaconsistentpeI℃entageofsales？Doestherelationshipfit

yourexpectations？

UsetheregressiontooltoverifyyourresultsfiPompartc.Isthetrend

statisticallysignificant？Useatleastthreemethodstoshowwhyor
whynot.

Turnoffiteration,andusetheScenarioManagertosetupthree
scenarlos：

l)Bes/QJse-Salesare5%higherthanexpected.

2)BqseCtJse-Salesa'℃exactlyasexpected.

3)恥ﾉWCqse-SalesaI℃5%lessthanexpected.
WhatistheDFNundereachscenario？

2.UsethesamedataasinProbleml.

3．

a

b

C、

Recalculatethepercentageofsalesincomestatement,butthistime

usetheTRENDfUnctiontofbrecastotherincomeandinterestexpense.

Recalculatethepercentageofsalesbalancesheet,butthistimeusethe

TRENDfimctiontofbrecastcash,grosspropertyplantandequipment,

grossintangibles,andotherlong-tennassets.

Dothesenewvaluesappeartobemol℃realisticthantheoriginal

values？Doesthistecmiquemakesensefbreachoftheseitems？

Mightotherincomestatementorbalancesheetitemsbefbrecastedin

thisway？

Thestudentspreadsheetfile"Chapter5Problem3.xIsx"(tofindthe

smdentspreadsheetsfbrFY"α"”ﾉ""αWswi"Micmsqβ戯℃eﾉ,sixth
edition,gotowww.cengage・com/finance/mayes)containsmonthlytotal

remmsfbrtheS&P500index(usingSPYasaproxy),CymeI;and
FidelityContrahmdfiFomJune2006toMay2011.

a． Createascatterplottoshowtherelationshipbetweentheremmson

CymerandtheS&P500.Describe,inwords,therelationshipbetween

theremmsofCymerandtheS&P500．Estimatetheslopeofa

regressionequationofthisdata.RepeatfbrContlafimd.



b、

C，

。

InrnetExercises

Addalineartrendlinetothechart,andplacetheequationandR2on
theChart､DoesthisequationconfirmyourguessfiPomparta？How
muchofthevariabilityinCymerremmscanbeexplainedby
variabilityinthebroadmarket？RepeatfbrContrafilnd・

UsingtheAnalysisTbolPakadd-in,mnaregressionanalysisonthis
data・YourdependentvariableistheCymer1℃tums,andthe
independentvariableistheS&P500returns.Doesthisconfinnthe

earlierresults？Theslopecoe価cientisCymer，sbeta・Isthebetaof
thisstockstatisticallysignificant？Explain、

RepeatpartcusingtheI℃mmsonContrafimdandtheS&P500.

ComparetheR2frombothregI巳ssions.Whatconclusionscanyou
drawfromthediHbrence？

I"rew@e/Exe'℃なag
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2．

BecauseyouarereadingthisahertheendofProcter&Gamble'sfiscal

year2011,howdoyourfbrecastsfiomthepreviousproblemscompareto
theactualFY2011results？Doesitappearthatmo1℃infbnnationwould
havehelpedtogeneratebetterfbrecasts？InsertProcter＆Gamble，sactual

salesfbr2011intoyourfbrecast・Doesthisimproveyourfbrecastof
eamings？

ChooseyourowncompanyandrepeatProblem3.Thedatacanbeeasily
obtainedfiomYahoo!Finance(http:"finance・yahoo・com).Enteraticker
symbolandgetastockpricequote.Ontheleftsideofthepageclick
thelinkfbrC.HistoricalPrices.''Setthedatesfbrafive-yearperiodandthe
fiFequencytomonthly.Clickthelinkatthebottomofthepagetoloadthe
dataintoExcel.Now,repeatthestepsusingthetickersymbolSPY(an
exchangetradedfimdthatmimicstheS&P500).Now,combinethe
monthlyclosingpricesontooneworksheetandcalculatethemonthly
percentagechanges・Youshouldnowhavethedatanecessalytoanswer
thequestionsfiFomProblem3・Notethattoimproveyourresults,youcan
alsogetthedividendsandcalculatethemonthlytotalremrns.
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