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MISSED
the ERRORS

I almost
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I was learning about Monte Carlo simulations from a book 
written by a professor of geneticist. He had under his belt a 
couple of books on Excel and programming as well as biology 
textbooks, so he appeared to be an authoritative source.

I took it for granted that I had followed his examples exactly. 
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One simulation concerned 

and

exchange rates
profitability.
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Here’s the basic setup.
It’s a simple profitability setup.

Yellow highlights = hard coded numbers.

Fixed = non-changing variables
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As I understand it, Monte Carlo is a process of running hundreds or thousands of 
simulations of random and uncertain situations to answer the question of what is the 
most likely range of outcomes.

In this example, the exchange rate is to be the random factor using RAND function and 
1000 simulations are run to find the likely range of profitability.

The data table in the image on the left is a 
simulation containing 1000 rows with 
random exchange rates in column F and 
profitability in column G.

I’m mimicking the setup in the book.
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I thought 

But then my finance persona kicked in.

GOOD, I’m 

DONE.
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In finance you have to double 
check the numbers and be able 
to explain how you arrived at 
the results.
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So, something 
looks

FISHY
Why are there different profitability 
numbers for the same exchange rate?
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or whatever.
could be .92956… or .93187…
that exchange rate .93

by REALIZING

I can EXPLAIN that 
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We have .89, .93 and .94, just to select a few exchange 
rates, all ending up with a profitability of around $126K+ 
and yet, we also have .93 and .94 with profitability 
around $131K+.

This is a simple profitability formula; numbers shouldn’t 
jump around like that.

BUT STILL
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why
you double check your numbers. 

is 
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I ended up developing a cross check table with 

exchange rates keyed in and profitability 

calculated via formulas.

As you can see with the exchange rate .92 in the 

Data Table, the profitability results ranged from 

$119K to $131.5K when the range should have 

centered around $126K.

There’s many ways to cross check; this is just 

one way.
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Whether you are learning something
from a book, a professor or even AI,

always scrutinize the results.

BOTTOM LINE
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Here’s another approach 
using XLOOKUPs (columns K 
& L) to eliminate the 
eyeballing effort. 

It turns out most of the runs’ 
profitability appear incorrect 
(x = problematic).

So, at present time, I’m not 
going to use RAND in data 
tables.
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I hope this example impresses upon you the importance of 
double checking your numbers. I almost let it go because I 
trusted the prof.

If there is something unclear, you can connect with me on 
LinkedIn by clicking on the More button at

https://www.linkedin.com/in/
veroniquefrizzell/

https://www.linkedin.com/in/veroniquefrizzell/
https://www.linkedin.com/in/veroniquefrizzell/

