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The scenario analysis tool in Risk Simulator allows you to run multiple scenarios quickly and
effortlessly by changing one or two input parameters to determine the output of a variable.
In This Issue Figure 1 illustrates how this tool works on the discounted cash flow sample model (Model 7

1.L afifl the basics _Of in Risk Simulator’s Example Models folder). In this example, cell G6 (net present value) is
using the Scenario

Analysis tool selected as the output of interest, whereas cells C9 (effective tax rate) and C12 (product price)

are selected as inputs to perturb. You can set the starting and ending values to test as well as
the step size or the number of steps to run between these starting and ending values. The
result is a scenario analysis table (Figure 2), where the row and column headers are the two
input variables and the body of the table shows the net present values. This scenatio analysis
tool is available via Ris& Simulator | Tools | Scenario Analysis.

D E F e | H
Discounted Cash Flow / ROl Model

Base Year Sum PV Net Benefits $4,762.09 Discount Type | Discrete End-of-Year Discounting E
Start Year Sum PV Investments $1,634.22
Market Risk-Adjusted Discount Rate Net Present Value I $3,127.87 _l Model 7 | Include Terminal Valuation E]
Private-Risk Discount Rate Internal Rate of Return 55.68%
Terminal Period Growth Rate i Return on Investment 191.40%
Effective Tax Rate A Profitability Index 291
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“How can you run multiple

scenarios quickly and 11 2010 2011
. i Product A Avg Price/Unit $10.50 $11.00 Start by entering the cell addresses for the output and input test varisbles {e.g.. Al):

effortlessly by changing one or | Product B Avg Price/Unt 1250 | 51275 ||| Loconoi ouput varatie  [66 T
| Product C Avg Price/Unit $15.30 $1545
two |nput parameters to | Product A Sale Quantity ('000s) 50 50|
Product B Sale Quantity ('000s) 35 35| | Mext, enterthe starting value, ending value and number of steps or the step size to test

determine the output of a @ Produrt.o:sale Quantty (000s) 2 20 b e
Total Revenues $1,231.75 | $1,268.50 | $1,305.25

variable?” | Direct Cost of Goods Sold $184.76 | §190.28 | $195.70 e Stating Vot [7p
Gross Profit $1,046.99 | $1,078.23 | $1,109.46 Endng Vaive [0 Endng Value  [30
Operating Expenses $157.50 $157.50 $157.50 " Steps 2 ¥ {ED
Sales, General and Admin. Costs $15.75 $15.75 $15.75 * Step Size CosepSae [
Operating Income (EBITDA) $873.74 $904.98 $936.21
Depreciation $10.00 $10.00 $10.00 oK Canced $10.00
Amortization $3.00 $3.00 $3.00 _ —I $3.00
EBIT $860.74 $891.98 $923.21 93 0 TUTY $1,141.88
Interest Payments $2.00 $2.00 $2.00 $2.00 $3.00 $4.00 $5.00 $6.00 $7.00
EBT $858.74 $889.98 $921.21 $983.69 | $1,013.93 | $1,044.16 | $1,074.40 | $1,104.64 $1,134.88
Taxes $343.50 $355.09 $368.49 $393.48 $405.57 $417.67 $429.76 $441.86 $453.95
Net Income $515.24 $533.99 $552.73 $590.21 $608.36 $626.50 $644.64 $662.78 $680.93
Noncash: Depreciation Amortization $13.00 $13.00 $13.00 $13.00 $13.00 $13.00 $13.00 $13.00 $13.00
Noncash: Change in Net Working Capital 5000 $0.00 $0.00 50.00 3000 $0.00 30.00 $0.00 50.00
Noncash: Capital Expenditures $0.00 $0.00 $0.00 . $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Free Cash Flow $528.24 $546.99 $565.73 $603.21 $621.36 $639.50 $657.64 $675.78 $5,444.64
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Figure 1. Scenario Analysis Tool

SCENARIO ANALYSIS TABLE

Qutput Variable: $G56 Initial Base Case Value: $3,127.87
Column Variable: 3C$12 Min: 10 Max: 30 Steps: Stepsize: — Initial Base Case Value: §10.00
Row Variable: 8C39 Min: 0.2 Max: 0.5 Steps: Stepsize: 0.01 | Base Case Value: 40.00%

§10.00  $11.00  $1200  $13.00  $14.00  $1500  $16.00  $17.00  $12.00  $19.00  $20.00  $21.00  $22.00  $23.00  $2400  $25.00

30.00% $3,904.83 $4,13443 $4,36404 5459364 $482324 $5052.84 $528244 $551204 $574164 $597124 5620085 $643045 $6650.05 $6,88965 $7,119.25 $7,34885

31.00% $3,827.14 5405346 5427073 5450610 5473242 5495874 5518506 $541130 §5637.71 55864.03 $6,090.35 $6,316.67 $6,542.09 $6760.31 $6,995.63 §7,22196

32.00% 5374044 5307248 5419552 $441856 5464161 $4.86465 $5087.60 3531073 §553377 $5756.81 $5070.85 $520280 $6,42504 §664808 $6,87202 5700508

33.00% $3,67175 $389151 54,111.27 $4331.03 5455079 5477055 $4,990.31 $5210.07 §542933 85,640.60 $5360.36 $6089.12 $6,302.83 5652864 $6,742.40 5696316

34.00% 5350405 5381053 $4,027.01 $424340 $445007 5467645 $4.80204 5510042 §532500 5554238 $5758.86 $597534 $6,19182 §6,40830 5662470 5684127

35.00% $3,516.35 372955 $3,94276 5415596 $4360.16 5450236 5479556 55008.76 $522196 5543516 $5648.36 5586157 56,074.77 §6,207.97 5650117 $6,714.37

36.00% $3,433.66 5364853 53,858.50 $4068.42 $4278.34 $4,438.26 $4698.18 5490810 $5118.03 85327.95 $6537.87 $5747.79 5595771 $6,167.63 B6,377.55 $6,587.47

37.00% $3,360 96 $3 56760 $3,77424 $398088 $4187.53 $439417 $4,60081 $4,80745 $501409 $522073 $5427.37 $563401 $584085 $6,04730 $6,25394 $6,46058

38.00% $3,283.27 5348663 53,680.99 5339335 5400671 5430007 $450343 3470679 $4910.15 5511351 $5316.88 $5520.24 $5723.60 8502696 $6,130.32 §6,33368

38.00% §$3,20557 $340565 $3,60573 $380581 $400589 $420597 $4,40606 $4,60614 $480622 $500630 $520838 $540848 $560654 $580662 $B,00670 $6,20679

Contact Us 40.00% 53,127.87 $3,32467 §352148 53718.28 $39015.08 54111.83 $4,303.6% 5450548 5470228 5439008 5500583 $5202.68 $548049 $5686.29 §5383.00 56,079.89
41.00% $3,050.18 $3,24370 §3437.22 5363074 $382426 $4.017.78 $4.211.30 5440482 5450835 $479187 $498539 $5178.91 $537243 $5565.95 §5759.47 5595299

. . 42.00% $2,972.48 $3,16272 §335296 $3,543.20 $373345 $3923.60 $4,113.93 5430417 8449441 S$463465 5437489 5506513 $525537 $5445.61 §563536 85826.10

Real Optlons Valuatlon, Inc. 43.00% $2,89479 $3,08175 $3,26871 $345567 $364263 3382050 $4.01655 5420351 $4,30047 $4577.43 5476440 $495136 $513832 $532628 $551224 §5,699.20
44.00% $2,817.09 $3,00077 $3,18445 $3,366.13 $355181 $373549 $3,919.18 5410286 5420654 5447022 5465390 54837.56 $5021.26 $5204.94 §538862 8557230

: 45.00% 52,739.39 $2,91979 §3,100.20 $3280.60 $3461.00 5364140 $3,821.30 5400220 $4,13260 §436300 $4,543.40 $472380 $4,904.20 $5,084.61 5526501 5544541

4101F Dublin BIVd-- Ste. 425, 46.00% $2,68170 $2,83882 $3,01594 $319308 $3,37018 $3547.30 $372442 $390154 $4,07866 $425579 $443291 $4610.03 $4,787.15 $4,96427 $514139 $531851
Dublin, California 94568 U.S.A. 47.00% 52,584.00 $2757.34 5293168 5310552 $3270.37 $3453.21 $3,627.05 53800.89 $3,97473 5414857 5432241 5449625 5467000 $4,843.93 §5017.77 85191.62
48.00% $2,506.31 $2,676.87 $2,847.43 $3017.99 $3,7188.55 $3,350.11 $3,529.67 $3,700.23 $3,867079 $4,04135 $421191 $438248 $4,553.04 $4723.60 $4,89416 $506472

. . . 49.00% 52428.61 5250580 5276317 5203045 $3007.73 $320501 $3,43220 5350058 53766.86 5303414 5410142 5426870 5443508 $4,603.26 §477054 54,937.82
admin@realoptionsvaluation.com 50.00% $2,350.91 5251491 5267892 $284292 $3006.92 $3170.92 $3,334.92 5349892 5366292 5382692 $3990.92 5415492 $4,318.92 448202 5454693 54,81093
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Figure 2. Scenario Analysis Table




