PFE2, typos
This version:  March 13, 2011

	Principles of Finance with Excel 2nd edition will be reprinted a number of times.  At each reprinting I will correct reported typos and add the names of those reporting to the preface.  
Notation:  This is a cumulative list of all known typos.  The square brackets indicate in which printing the typo was corrected.  Thus:
· [1] Page 20, line 4:  Indicates a typo which was corrected that exists in the first printing and does not exist in later printings.
· [2] Page 890, exercise 6:  Indicates a typo that exists in both the first and second printings but is corrected in the third printing.
· [3] Page 690:  A typo in both the first, second and third printing; corrected in fourth.
How to find the printing number:  On the back of the title page (almost at the bottom), you will find something like
Printing number:  9 8 7 6 5 4 3 2 1
The last number indicates the number of the printing.
If you have more typos to report, please write me at simon@simonbenninga.com .




[1] Preface, page xii:  After first paragraph of Acknowledgements
This edition of PFE has benefited from the careful comments of a number of academic colleagues:
Jon Bakija (Williams College)
David Carter (Oklahoma State University)
Brent Dalrymple (University of Central Florida)
Joseph J. French  (University of Northern Colorado)
Iordanis Karagiannidis (Michigan State University)
Merouane Lakehal Ayat (Rochester Institute of Technology)
Paul Laux (University of Delaware)
David Mercurio (Northwestern University)
Gary L. Mingle (Golden Gate University)
Bruce Niendorf (University of Wisconsin-Oshkosh)
Dror Parnes (University of South Florida)
Glenn Pederson (University of Minnesota)
Spuma Rao (University of Louisiana at Lafayette)
Kemal Saatcioglu (Özyeğin University)
Ozlem Sayilir (Anadolu University)
Gökçe Soydemir (University of Texas-Pan American)
Alasdair Turnbull (Clarkson University)
Shawn Tysiak (University of Toledo)
Matthew Will (University of Indianopolis)
Jack Zimmerman (Zayed University)

[1] Preface, page xii now becomes page xiii;

[1] Names to be added to new page xiii of the preface (inserted in alphabetical order):  Mikael Hanan, Brian Adams, Richard Teplick .
[2] Names to be added to page xiii of the preface (inserted in alphabetical order):  Nathan Mott, Richard Trainer
[2] Page 28, two lines above Excel at bottom of page
Instead of:  rows 9 and 10
Change to:  rows 8 and 9
[2] Page 37, first line of Excel Note
Instead of:  As mentioned on page 3
Change to:  As mentioned on page 33

[1] Page 160, the screen shot from Excel should be replaced by
[image: ]

[2] Page 259, 3rd line under heading “Safety”
Instead of:  limit of $100,000
Change to:  limit of $250,000
[2] Page 264, top two spreadsheets should be replaced by the following (2009 should be 2008):
[image: ]
[image: ]
[2] In the caption to Figure 8.3:
Instead of:  6.32%
Change to:  6.69%

[2] Page 268, last paragraph has a number of glitches.  Each is highlighted:
	Of the 2,516 daily returns, how many were
between 0.4 and 1.09%.  the answer turns out to be 416 which is 16.456% of the total number of returns.  As another example 36 of the returns (1.42% of the total) were between -3.80 and 
-3.10%.
	2,515
0.5 and 1.25%
429        17.06%
32
(1.27% of the total) were between -4.00% and
-3.25%



[2] Page 271, replace spreadsheet picture with:
[bookmark: _GoBack][image: ]

[2] Page 275, exercise 7 formula has a mistake (boxed below).  The “Payoff if tails” should be $0 not $2:
Instead of:  
[image: ]
Change to:  



[2] Page 293, top line:
Instead of:  0.915*20% - 0.02 = 20.28%
Change to:  0.915*20% + 0.02 = 20.30%

[1] Page 723, exercise 5:  

Instead of:  

Change to:  
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A B C D E F

Tax rate 30%

Year Cash flow

Midyear cashflows

0 -100,000

Rent 24,000 0.5 23,000 <-- Rent + miscellaneous expenses

Miscellaneous expenses -1,000 1 -4,950 <-- Property and income taxes

Sum of midyear cash flows 23,000 <-- =SUM(B5:B6) 1.5 23,000

2 -4,950

End-year cash flows

2.5 23,000

Depreciation 10,000 3 -4,950

Property taxes -1,500 3.5 23,000

Reported income 11,500 4 -4,950

Income taxes -3,450 <-- =-B2*B12 4.5 23,000

Sum of end-year cash flows -4,950 <-- =B11+B13 5 -4,950

5.5 23,000

Annual cash flow 18,050 <-- =B7+B14 6 -4,950

6.5 23,000

7 -4,950

7.5 23,000

14.5 23,000

15 -4,950

15.5 23,000

16 -4,950

16.5 23,000

17 -4,950

17.5 23,000

18 -4,950

18.5 23,000

19 -4,950

19.5 23,000

20 65,050 <-- Sale of condo + taxes

IRR (semiannual) 9.59% <-- =IRR(E4:E44)

IRR (annualized) 20.10% <-- =(1+E46)^2-1

Return on the condo--Taking 

into account mid-year cash 

flows

SALLY & DAVE'S CONDO--INCORPORATING MID-YEAR CASH FLOWS

Note:  Some rows have 

been hidden.  For full 

version see disk with book.
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A B C

Bought 1 June 2008 977.04

Sold 1 September 2008 986.27

Monthly return 0.31% <-- =(B3/B2)^(1/3)-1

Annualized return 3.83% <-- =(1+B4)^12-1

ANNUALIZED EX-POST RETURN, June-September
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A B C

Bought 1 June 2008 977.04

Sold 1 August 2008 982.75

Monthly return 0.29% <-- =(B3/B2)^(1/2)-1

Annualized return 3.56% <-- =(1+B4)^12-1

ANNUALIZED EX-POST RETURN, 
June-August
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A B C D E F G H

Date

Stock 

price

Return

4-Jan-99 31.75 Largest annual return 52.12% <--  =MAX(C4:C13)

3-Jan-00 32.85 3.46% <--  =B4/B3-1 Smallest annual return -36.65% <--  =MIN(C4:C13)

2-Jan-01 27.95 -14.92% <--  =B5/B4-1

2-Jan-02 22.29 -20.25% Average annual return 6.94% <--  =(B13/B3)^(1/10)-1

2-Jan-03 14.12 -36.65% Variance of annual returns 0.0723 <--  =VARP(C4:C13)

2-Jan-04 21.48 52.12% Standard deviation of annual returns 26.88% <--  =STDEVP(C4:C13)

3-Jan-05 28.09 30.77%

3-Jan-06 30.19 7.48%

3-Jan-07 40.48 34.08%

2-Jan-08 55.02 35.92%

2-Jan-09 62.10 12.87%

MCD

return

Return minus 

average, 

squared

3-Jan-00 3.46% 0.49% <--  =(B17-$B$28)^2

2-Jan-01 -14.92% 6.45% <--  =(B18-$B$28)^2

2-Jan-02 -20.25% 9.45%

2-Jan-03 -36.65% 22.22%

2-Jan-04 52.12% 17.34%

3-Jan-05 30.77% 4.11%

3-Jan-06 7.48% 0.09%

3-Jan-07 34.08% 5.57%

2-Jan-08 35.92% 6.47%

2-Jan-09 12.87% 0.06%

Average 10.49% <--  =AVERAGE(B17:B26)

Variance 0.0723 <--  =SUM(C17:C26)/10

0.0723 <--  =VARP(B17:B26)

Standard deviation 26.88% <--  =SQRT(B29)

McDONALD'S--BEGINNING-YEAR STOCK PRICES, Jan 1999-Jan 2009

Statistics

STATISTICAL REVIEW

Statistical note:  The only consistent way of computing annual average returns 

is to use the continuously compounded returns, illustrated on page 273.  This 

Excel sheet uses discrete returns, but these give contradictory results.  

(Compare, for example 10.49% in cell B28 with 6.94% in cell G6 .)
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