
Thursday, February 15, 2007

Client Name

Edward Ethically

Monica Moneytree

Advisor Name

Monte Carlo Simulation Analysis



Monica Moneytree

Edward Ethically

02/15/2007

Client Name:

Advisor Name:

$400,000.00 $400,000.00 

SIM #2SIM #1

N/A

100%

0%

0%

Stock Index

STOXX 50

N/A

100%

0%

0%

Stock Index

Russell 2000

01/01/1996  through  01/01/200601/01/1996  through  01/01/2006

Participation Rate

Cap

Cap / Rate

Scenario Data

Asset Fee

Credit Method

Index Name

Scenario Time Period

Initial Value

Sim Name

Monte Carlo Simulations - Scenario Data
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Financial Planning Analysis - Annual Withdrawals

SIM #2SIM #1

01/01/1996  through  01/01/200601/01/1996  through  01/01/2006

Scenario Year

$25,575.00$25,575.00 1

$26,163.23$26,163.23 2

$26,764.98$26,764.98 3

$27,380.57$27,380.57 4

$28,010.33$28,010.33 5

$28,654.56$28,654.56 6

$29,313.62$29,313.62 7

$29,987.83$29,987.83 8

$30,677.55$30,677.55 9

$31,383.14$31,383.14 10

Grand Total: $283,910.81 $283,910.81 
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Financial Planning Analysis - Annual Returns

SIM #2SIM #1

01/01/1996  through  01/01/200601/01/1996  through  01/01/2006

Scenario Year
1 14.76% 22.80%

2 20.52% 36.84%

3 -3.45% 32.00%

4 19.62% 46.74%

5 -4.20% -2.69%

6 1.03% -20.25%

7 -21.58% -37.30%

8 45.37% 15.68%

9 17.00% 6.90%

10 3.32% 21.28%

Simple Average:

Standard Deviation:

9.24% 12.20%

18.33% 26.15%
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Method of Monte Carlo Simulations - Described

A Monte Carlo Simulation is therefore about discovering the probability of 

achieving a desired result.

Today's computers can accomplish the millions of calculations necessary to run 

a complete 1,000 scenarios within just a few seconds. The computer programs 

that use random number generation are collectively referred to as "Monte Carlo 

Simulations". The name comes from the famous games of chance - especially 

Roulette - that personify the random outcomes that are possible from a known 

range of numbers.

Random generation, on the other hand, allows the computer program to select in 

no particular order each year's return from a range of known historical returns. 

For example, if an index's performance has historically fallen between 35% and 

-25% the computer will select at random a number between .35 and -.25 for each 

year's return in the growth period. The scenario or 'simulated lifetime' is then 

repeated a large number of times, each time with different results, and the 

results are compiled. Such simulations are a far more realistic projection of 

possible future results than averaging. 

The biggest problem with averaging is it does not account for the fact that the 

stock market returns fluctuate or can even be negative. Therefore, projected 

results based on averaging alone are inherently misleading.

It is generally and widely accepted that the stock market, over time, increases in 

value. But what will your ending value be at the end of the growth period? You 

can mathematically project a possible future result by either assuming the 

market index will return a set rate of return each year ("averaging") or selecting 

returns from within a range of performance ("random generation").

Determining Possible Future Values
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1,000 simulations sorted largest to smallest

Monte Carlo Simulations - Financial Statistics

$(122,760.30)Minimum Value

Maximum Value

Median Value

Mode Value

Average Value

Standard Deviation

Max 68% Probability

Min 68% Probability

$414,109.50 

$152,036.70 

$5,785,207.00 

$541,766.18 

$498,058.50 

$43,682.77 

$1,039,849.59 

$15,854,900.00 

$462,912.30 

$(258,556.10)

$778,172.08 

$(258,556.10)

$1,025,450.68 

$1,803,674.03 

$(247,329.88)

SIM #1 SIM #2



Monte Carlo Analysis - Histogram
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SIM #2SIM #1

54.59%51.47%Probability of Success

Upper Range Value of Results

$15,854,899.46  0  4

$15,049,226.68  0  0

$14,243,553.90  0  0

$13,437,881.12  0  0

$12,632,208.34  0  0

$11,826,535.56  0  0

$11,020,862.78  0  0

$10,215,190.00  0  4

$9,409,517.22  0  5

$8,603,844.44  0  7

$7,798,171.67  0  7

$6,992,498.89  0  6

$6,186,826.11  4  27

$5,381,153.33  0  32

$4,575,480.55  3  132

$3,769,807.77  23  190

$2,964,134.99  107  328

$2,158,462.21  520  1,025

$1,352,789.43  3,017  2,709

$547,116.65  6,326  5,524
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SIM #2SIM #1

01/01/1996  through  01/01/200601/01/1996  through  01/01/2006

$(247,329.86)$43,682.78 

$1,803,673.96 $1,039,849.56 

55.00%51.00%

Monte Carlo Simulation

Probability of Success

Min of 68% Probability

Max of 68% Probability

Sim Name

Financial Planning Analysis - Summary Statistics
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Definitions

Future Value the dollar value of an investment at some selected time period in the future

Probability

Random Generation

Simulation

the likelihood that an illustrated ending value will occur, or that a desired 

outcome will be achieved.

in forecasting future value, a randomly selected number from within a defined 

range of numbers is selected as a possible return for each year in the 

each instance of the 1,000 times the monte carlo software program calculates 

an investment scenario and arrives at an ending value.

Time Period Analysis historical time span in which the portfolio performance is evaluated.

measures 68% of the potential range of annual return variance from the 

mean.

Standard Deviation

Mean the calculated average rate of return.

Maximum Return when preparing a monte carlo simulation, the maximum return is the largest 

possible return that can be randomly generated.

Minimum Return when preparing a monte carlo simulation, the mimimum return is the smallest 

possible return that can be randomly generated.

Disclosures

This report is based on past history and is not intended to predict future results. Data has been 

gathered from sources we believe reliable, but no warranty to its accuracy is made. Indexes do not 

include dividends. Annuities are products of the insurance industry and are not insured by the FDIC. 

Contract guarantees are based on the claims-paying ability of the issuing insurance company. Early 

surrenders may involve a loss of a portion of premium. "DJIA" is a registered trademark of Dow Jones 

Company. "NASDAQ 100" is a registered trademark of the NASDAQ Stock Market, Inc. "Russell 

2000" is a registered trademark of the Frank Russell Co. "S&P 500" is a registered trademark of The 

MCGraw-Hill Companies, Inc.  © Copyright 2007 Premium Producers Group, LLC. All Rights 

Reserved.

MCP Suite 2007 & "MCPlanz" software program and report is a trademark of Premium Producers 

Group, LLC. All rights reserved.




