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Financial Case Study Analysis
Introduction
Financial plan is a strategy that everybody should have in the current generation as it determines how easy it becomes to cope up with life needs. In this case study, David Jetter is one of those people who aspire to make a long-term financial plan. Currently, he has a job but he still want to become an investment banker in future after pursuing an MBA degree. However, he is faced with a dilemma on which path to take as indicated in the study. This paper will analyze the case study and provide answers to the listed questions regarding the situation of David Jetter. 
Analysis
1. Age is a primary factor to consider in David’s case. At 28 years, it means he will have enough time to benefit from the profession. Also, there is a chance for increment in the salary to take charge in recovering the cost incurred in pursuing his MBA (Peters, 2013). Such cost involves the school tuition and the opportunity cost of losing the current job. 
2. Perhaps one critical non-quantifiable factor that would affect the decision of David is if he is married or not, and if he has children. If David has a family, it means that he still have responsibilities to take care of. For example, the financial constraints may affect his education and the time to attend the lessons might be affected. Other factors that may come in include the level of his passion to pursue the course, the satisfaction and a guarantee of securing a job. 
3. If David is at strictly financial standpoint and payment is to be made at the end of each year, then calculations from three options has to be made to choose the best. They include keeping the current job for 40 years, taking studies from Prentice University and taking the MBA at Mount Alliance College. 
a. Keeping his current job
Under this option, few things are to be considered when determining the present value (PV) (Gordon, 2011). These are: the annual salary is $50,000 which will be increasing at 3% per year until retirement. Also, the current rate of discounts stands at 6.5% and the tax at 26%.
Having this information, we can apply the growing annuity formula to determine the present value.
PVGA= C (1- ((1+G)/ (1+r)) T / R-G)
Let:
C= $37,000 which is due to salary minus the tax rate of 26%, R = 6.5%, G= 3% and T= 40 (working years)
Substituting the values, 
PV GA= $37000 (1- ((1 +3%) / (1+6.5%)) 40 / 6.5%-3%)
            = $ 781228.571
b. Pursuing MBA and Prentice University
Under this option, four aspects are to be considered which include:
i. The salary PV for 40-2 years (38 years)
ii. The PV due to signing of bonus
iii. The cost incurred for 2 years while studying
iv. The PV for two years he may work at money management company

i. The salary PV for 40-2 years (38 years)
Under this, David will get $ 110,000 annually together with $20,000 as bonus of signing. The salary is expected to increase by 4% annually while the income tax will be 31%. 
Using the growing Annuity equation, 
PVGA= C (1- ((1+G)/ (1+r)) T / R-G)
Where C in this case will be $ 75,900, R= 6.5%, G= 4% and T= 38.
Substituting these values in the equation we get
PVGA= $75,900 (1- ((1+4%)/ (1+6.5)) 38 / 6.5% - 4%)
          = $ 1,806,116.4

ii. The PV due to signing of bonus
The future value of signing a bonus will be $20,000 while the rate of discount remains 6.5%. The period for earning will still be 38 years. 
Using 
PV = FV / (1 +R) T
       = $20,000 / (1.065)38
   PV   = $ 17,633.57

iii. The cost incurred for 2 years while studying
In this case, the costs required in school include $3000 per year for stationery, $65,000 for tuition fee, $2000 for accommodation and $3,000 for health insurance per year. Therefore, the total cost for studying will be
C= $(3000 x2 + 65,000 + 2000) = $ 73,000
R=6.5% and T= 2(years for studying)
PVA= C (1- (1/ (1+r) T / R)
PVA= $73,000 (1- (1/ (1.065)2 / 6.5%)
         = $ 132,860
iv. The PV for two years he may work at money management company
In this case, the annual salary at from the company is $50,000 and the increment rate is expected to be 3% in every year up to his retirement. The average rate of income tax is 26 per cent and whiles the rate of discount stands at 6.5 per cent
 From the salary of $50,000, and the tax of 26%, leading to a cost of c= $37,000. 
R =6.5% G = 3% and T = 2
Applying the growing Annuity equation to determine Present value we have;
PVGA = C (1 – ((1+g)/ (1+R))T / R– G )
PVGA = $3700 (1 – ((1+3%)/(1+6.5%))2 / 6.5% - 3%)
PVGA = $37000 (1 – ((1.03)/ (1.065))2 / 0.035)
PVGA = $37000 (1 – 0.9353 / 0.035)
PVGA = $37000 (0.0647/0.035)
PVGA = $37000 (1.8486)
PVGA = $68398.2

C. Pursuing his MBA at Mount Alliance College
This area will lead to consideration of 4 sections
i. The present salary value for (40-1)= 39 years
ii. The Present value from signing of bonus
iii. Cost incurred for two years in school
iv. 1 years PV for working in the money management company.

i. The present salary value for (40-1)= 39 years
Under this, David will get $ 92,000 annually. The salary is expected to increase by 3.5% annually while the income tax will be 29%. 
By subtracting the tax rate, of 29% from $92,000, we get the cost to be C=$65,320
R= 6.5%, G=3.5% and T= 39
Using the growing Annuity equation, 
PVGA= C (1- ((1+G)/ (1+r)) T / R-G)
Substituting these values in the equation we get
PVGA= $75,900 (1- ((1+4%)/ (1+6.5)) 38 / 6.5% - 4%)
PVGA = $65 320 (1 – ((1+3.5%)/ (1+6.5%)) 39 / 6.5% - 3.5%)
PVGA = $65 320 (1 – 0.3277/ 0.03)
PVGA = $65 320 (0.6723/0.03)
    = $ 1,463,821.2
ii. The Present value from signing of bonus
The future value of signing a bonus will be $18,000 while the rate of discount remains 6.5%. The period for earning will still be 39 years. 
Using 
PV = FV / (1 +R) T
       We get PV = $18,000 / (1.065)39
   PV   = $ 15,870.22
iii. The cost incurred for 2 years while studying
In this case, the costs required in school include $4,500 per year for stationery, $80,000 for tuition fee, $2000 for accommodation and $3,000 for health insurance per year. Therefore, the total cost for studying will be
C= $(3000 + 80,000+4,500 + 2000) = $ 89,500
R=6.5% and T= 1(years for studying)
PVA= C (1- (1/ (1+r) T / R)
PVA= $89,500 (1- (1/ (1.065)1 / 6.5%)
PVA = $89 500 (0.06103 / 0.065)
         = $ 84,033.34
iv. 1 years PV for working in the money management company.
In this case, the annual salary at from the company is $50,000 and the increment rate is expected to be 3% in every year up to his retirement. The average rate of income tax is 26 per cent and whiles the rate of discount stands at 6.5 per cent
 From the salary of $50,000, and the tax of 26%, leading to a cost of c= $37,000. 
R =6.5% G = 3% and T = 1
Applying the growing Annuity equation to determine Present value we have;
PVGA = C (1 – ((1+g)/ (1+R))T / R– G )
PVGA = $3700 (1 – ((1+3%)/(1+6.5%))1 / 6.5% - 3%)
PVGA = $37000 (1 – ((1.03)/ (1.065))1 / 0.035)
PVGA = $37000 (1 – 0.9353 / 0.035)
PVGA = $37000 (0.0647/0.035)
PVGA = $34,780
After Consideration of all the three options, the best of all is taking MBA from Prentice University. Upon graduation, he shall get a salary together with signing bonus that leads to PV of $1,823,749.97.  Although, the present value expenses of studying at Prentice University is higher than that of Mount Alliance College, David can still manage to take studies at Prentice University since he had savings from his account. Therefore, the most suitable option for David is to take the MBA from Prentice University
4. I would evaluate the statement f David in three basis
I. Maintaining the current job in the next 40 years.
II. Acquiring MBA from Prentice University and 
III. Getting MBA from Mount Alliance College
I. Maintaining the current job in the next 40 years.
Here, the calculation of Future Values will be based on several factors which include the annual salary of $50,000, annual salary increment rate of 3% up to retirement and the tax rate of 26%. 
The cost after subtracting the tax rate will be C=$ 37000
R= 6.5%, G=3% and T= 40
Using the growing Annuity equation, PV= 781228.571
FV= PV X (1+R) T
FV= $781228.571X (1.065) 40
FV= $9,699,792.17
II. Acquiring MBA from Prentice University
Under this option, four aspects are to be considered which include:
i. The salary FV for 40-2 years (38 years)
ii. The FV due to signing of bonus
iii. The FV cost incurred for 2 years while studying
iv. The FV for two years he may work at money management company

i. The salary FV for 40-2 years (38 years)
Under this, David will get $ 110,000 annually together with $20,000 as bonus of signing. The salary is expected to increase by 4% annually while the income tax will be 31%. 
Using the growing Annuity equation, 
PVGA= C (1- ((1+G)/ (1+r)) T / R-G)
Where C in this case will be $ 75,900, R= 6.5%, G= 4% and T= 38.
Substituting these values in the equation we get
PVGA          = $ 1,806,116.4
FV= PV X (1+R) T
FV= $1 806 116.4 X (1.065) 38
FV= $19,771,099.95
ii. The FV due to signing of bonus
The PV due signing bonus from above calculations is PV= $ 17 633.57
FV= PV X (1+R) T
FV= $17 633.57 X (1.065) 2
FV= $ 20,000.43
iii. The FV cost incurred for 2 years while studying
FV= PV X (1+R) T
FV= $132 860 X (1.065) 2
FV= $ 150,693.13
v. The FV for two years he may work at money management company
vi. The FV cost incurred for 2 years while studying
FV= PV X (1+R) T
FV= $82 076.508 X (1.065) 2
FV= $ 93,093.23

III. Getting MBA from Mount Alliance College
If David opts to study for his MBA at Mount Alliance College, his future value calculations will be determined in four aspects:
i. The FV of his salary for 40-1 year (38 years)
ii. The FV due to signing of bonus
iii. The cost incurred for 2 years while studying
iv. The FV for a single year he may work at money management company

i) The FV of his salary for 40-1 year (38 years)
If David opts to study for his MBA at Mount Olive University, he will get paid $ 92,000 annually accompanied with a signing bonus of $ 18,000. He will receive an annual increment in salary at the rate of 3.5%, while accounting for income tax of 29%. 
Therefore C = 65320, G = 3.5%, R = 6.5 %, and T = 39.
FV = PV (1+R) T 
	= $ 1,463,821.2 (1.065) 39 
	= $ 17,065,646.13
ii) The FV due to signing of bonus
FV = PV (1+R) T 
	= $ 15,870.22 (1.065) 39 
	= $ 18,000
iii) The cost incurred for 2 years while studying
FV = PV (1+R) T 
	= $ 84,033.34 (1.065) 2
	=$ 89,495.50
iv)  The FV for the single year that he would work at the money management enterprise
FV= PV (1+R) T
	= $ 44,400 (1.065) 1
	= $ 47,286
From the above Calculations, the PV of salary $937,474.28 leads to Future Value of $11, 639, 75.53 if David opts to keep the current job. If he takes the MBA from Prentice University, the PV salary of $1,806,116.4 reflects to FV of 19,771.099.95 and $20,000 as a signing bonus. If he takes his MBA from Mount Alliance College, the PV salary of 1,463,821.2 gives a Future Value of $ 17,065,646.13 and additional signing bonus of $18,000. Therefore, through his statement, the best choice for David is taking MBA from Prentice University

5. In his current position, his present value is = #937,474.28 compared MBA at Prentice University = $ 1,804,927.68. To create indifference, his salary at his current employment should match the latter. 
21.06 C1= $75,900*23.78
C1 = $85,760.51. This amount has already been deducted the tax rate
Thus, the salary that David would be offered at his current employment to make him feel indifferent about studying MBA at Prentice University =$108,508.2.
Conclusion
[bookmark: _GoBack]Financial strategy is a critical skill to every person in the corporate world. The case regarding to David Jetter is a good example on how to determine which path to take based on financial benefit. Based on this analysis, the best options among the three that David should select is that of pursuing his MBA at Prentice University since its financial benefits outweighs all the other two options. 
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