Instructions 
1. Using excel, complete the following problems from the textbook: 
a. Chapter 9 Problems: 9.3; 9.7 and 9.9
b. Chapter 10 Problems: 10.1 and 10.5
Show formula
9.4
Find the following values assuming a regular, or ordinary, annuity: 
a. The present value of $400 per year for ten years at 10 percent.
b. The future value of $400 per year for ten years at 10 percent.
c. The present value of $200 per year for five years at 5 percent. 
d. The future value of $200 per year for five years at 5 percent.

[bookmark: _GoBack]9.7
Consider another uneven cash flow stream: 
Year              Cash Flow  
0 $2,000 
1 $2,000
2          0 
3   1,500 
4   2,500 
5   4,000 

a) What is the present (year 0) value of the cash flow stream if the opportunity cost rate is 10 percent? 
b) What is the future (year 5) value of the cash flow stream if the cash flows are invested in an account that pays 10 percent annually?
c) [image: https://d.adroll.com/cm/index/out]What cash flow today (year 0), in lieu of the $2,000 cash flow, would be needed to accumulate $20,000 at the end of year 5? (Assume that the cash flows for Years 1 through 5 remain the same). 
d) Time value analysis involves either discounting or compounding cash flows. Many healthcare financial management decisions – such as bond refunding, capital investment, and lease versus buy – involve discounted projected future cash flows. What factors must executives consider when choosing a discount rate to apply to forecasted cash flows? 

9.9
Assume that you just won $35 million in the Florida lottery, and hence the state will pay you 20 annual payments of $1.75 million each beginning immediately.
If the rate of return on securities of similar risk to the lottery earnings (e.g., the rate on
20-year U.S. Treasury bonds) is 6 percent, what is the present value of your winnings?

10.1
Consider the following probability distribution of returns estimated for a proposed project that involves a new ultrasound machine

State of the 			Probability 						Rate of  
Economy 			of occurrence 						Return
Very poor 			0.10 							-10%
Poor 				0.20							 0.0%
Average 			0.40							 10%
Good 				0.20 							 20%
Very good 			0.10							 30%

a. What is the expected rate of return on the project?
b. What is the project's standard deviation of returns?
c. What is the project's coefficient of variation (CV) of returns?
d. What type of risk does the standard deviation and CV measure?
e. In what situation is this risk relevant?

10.5
Several years ago, the Value Line Investment Survey reported the following market betas for the stocks of selected healthcare providers: 
Company                                                                                Beta 
Quorum Health Group                                                           0.90 
Beverly Enterprises                                                                1.20
HEALTHSOUTH Corporation                                              1.45
 United Healthcare                                                                 1.70 

 At the time these betas were developed, reasonable estimates for the risk-free rate, FR, and required rate of return on the market, R were 6.5 percent and 13.5 percent, respectively. 
a. What are the required rates of return on the four stocks? 
b. Why do their required rates of return differ? 
c. Suppose that a person is planning to invest in only on stock rather than a well-diversified stock portfolio. Are the required rates of return calculated above applicable to the investment? Explain your answer
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