Navigator Resource Center

Foreign Investments

Marketable securities often comprise the majority of assets tracked with Financial Navigator.
Effectively using all the capabilities in this area can be critical for your meaningful use of
Financial Navigator.

This document consists of 6 parts:

e Working with Investment Accounts

e Complex Investment Transactions

o Gifts of Securities

e Bonds

e Foreign Investments (this document)

e Retirement Plans

Foreign Investments and Margin Accounts

Although Financial Navigator cannot handle multiple currencies, the following procedures can
record the United States dollar equivalent for foreign currencies.

In the following example an investor (John Doe) took a position in a Japanese mutual fund,
purchasing the shares in Japanese yen. At the same time the investor hedged the currency rate
risk by buying the investment in a Japanese yen margin account.

It is advisable to prepare working papers to check the accuracy of transactions before they are
entered. For this example, a set of reports was prepared on a spreadsheet to verify the overall
values. This analysis also shows the investment and exchange gains and losses experienced by
the investor. This analysis is not required for Financial Navigator, but it is helpful to understand
the investment and to create the transactions that are entered into FN.

You can benefit from the material in this guide without loading the Japanese margin account
spreadsheet onto your computer. However, if you want to look at parts of the spreadsheet or
an overview of the analysis, you need a copy of those files and load them onto your computer.
You can obtain a copy of the spreadsheet from:
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¢ FNI Web Site — You may download the Excel spreadsheet from the FNI web site at
www.finnav.com.

e Order from FNI — You may order a diskette containing these files from Financial
Navigator Int'l. You will receive the diskette via U. S. mail. There is a nominal fee for the
shipping and handling.

To enter the transactions shown on the spreadsheets:

1. In the Chart of Accounts, insert the following accounts in the appropriate categories:
e Brokerage Account category — JAPAN MARGIN/JPN
e Mutual Funds category — JAPAN PORTFOLIO/JPN
e Interest Exp-Investments category — INVESTMENT INTEREST/JPN

2. Go to Transaction Activity for the JAPAN MARGIN/JPN account. Accept 0 (no balance) as the
starting balance.

3. Record the purchase of 3,535 shares of the Japan Portfolio Mutual Fund on August 15, 2000
through the JAPAN MARGIN/JPN account with the following entry:

P 2 Sy - -
% Multiple Distribution _ [O] x]
[1n] Date Pavee / Payor Account temo Status D ehit
Cr 03/15/00 [Brokers It Clr
Date Acquired:lm Euantity f-\cquired:l 3535 | SembolDesc: IJF'NFX
Account | Iemn | Dehit | LCredit =
1 [[JaFaN PORTFOLIOAIPR \S ;I 741,024 60 b
2
3
4
] -
—Account Info
ASSET: JAPAN PORTFOLIOAIPM [244] Sum:
Activity  Aug 741,024 60 Bal: Td1,024.60 Gy 3535 Acguired:  Aug 1500
Tax Basiz: .00 Sold:
(0]:4 Cancel Help | Irisert | EI L= {EF= Dz | |Balanced 0o
| 4

Note: By consolidating the brokerage and margin account, a single entry
for the purchase of the fund shares establishes the margin
balance.

4. Select Investments | Enter Prices to Update Securities. Enter a valuation date of Aug
29 00.

5. Go to the screen for the JAPAN PORTFOLIO/JPN account. Change the price per share to
$210.273. The screen appears as follows:
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6.

Asset and Liability Info X |

Azzet JAPAN PORTFOLIOAIPM [244]

Starting Balance Jan 100 oo

Aug Balance: ¥41,024.60

1 Price Per Share..

2 Waluation Date.. Aug 2300

3 Check Mumber......... 0

4 Dividend/Shi 0o

5  Date Acquired... Aug 1500

B CostBasis.$ 741 02450 Fer Share.. 209.625
7 TaxBasiz.$ 741 02450 Fer Share.. 209.625
8 Mumber of Shares.. 635

3 DateSold.... Gain juin]

0 Proceeds..§ oo

Sy H: IPMFs

Format: Cornmon/Preferred Stocks ;I

Prew | ﬁalances...l Frint |
Ca_lculatnrl Ment | Budgets... | g I Cancel | Help |

In the JAPAN MARGIN/JPN account, record the August 29 sale of 2,355 shares with the
following entry:

1b] Date Payee # Payor Ac nt tema Status Dehit

|Dr [08/253/00 |Brokers Intl [ Multiple Distribution [ [cir | 4995E5.32
Doate Sold: IAUQ 2900 Huantity Sold: 2358 Tax Bagis: ITaH Basizd33,667.02
Account | HMemao Debit | Lredit -
1 [[14Pan PORTFOLIDAIPN =] 49519252 —
[ 2 |CAPITAL GAING-SHORT TERM 589830
? UMREALIZED GAINS OR LOSSES 1.525490
4
5 -
—Account Info
ASSET: JaPAN PORTFOLIOAIPN [244] Sym:  JPNFX
Activity:  Aug 245,831.68 Bal 245,831.68 Oty 1,180 Acquired:  Aug 1500
Tax Basis: 247,357 58 Sald:
(0] Cancel Help Inzert L= Bt | |T0 Credit i}

Note: The entry to record the sale is for $499,565.32. ($495,192.92
realized from the sale of the fund and the $4,372.40 realized
exchange gain on loan repayment).
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7. Record interest payments of $3,374.78 on September 30, 2000 and $6,391.97 on December
29, 2000 from the margin account (charge to INVESTMENT INTEREST/JPN). The

transactions appear as follows:

%t Transaction Activity - Dewey & Vera Goode - 2000 - EAFN\SAMPLEOONRCA
File Edit ¥iew Tools Options Help
B & B4 = ) X A
Enter Change Reconcile Checks Prew ext Find Del Trans =40 Cof A
= o 1
Beports Help Close
Function
dwiTm | Catedol |Sayings/Money Markst =l
Bonth: | ¢ aptember x| Aesaunt | japan MARGIMAIPN (243] =l
D | Date | Pavee / Pavor | Account | emo | Statug | Drebit | Credit | Balance
O |+|09/30/00 [BrokersInd [+ |[INVESTMENT INTERESTA = | or =] 3.374.78 -244 53406
Cr 03/30/00 Clr
Expenge Account [245) tonth
Actual Sep: 337478 Activity: 337478
Year-to-date: 337478 Balance: -244 834,06

F o . -
%k Transaction Activity - Dewey & Vera Goode - 2000 - EAFN\SAMPLEOONRCA
File Edit “iew Tools Options Help
= ] T = # x &l
Enter Change Feconcile Checks Brew et Find Diel Trans = pAD Cof A
& 9 =
Beports Help Close
Function
Action: |Enter Transactions ﬂ Category: |Savings.-’M0ne_l,l tarket ﬂ
Month: | pecember x| Aecount [iaPaN MARGIN/IPN (243] =]
1] | Diate | Pavee / Pavor | Account | Memao | Status | Drebit | Credit | Balance
Cr 12/29/00  Erokers [0t INVESTMEMT INTERESTAIFM Clr £,391.97 -251.226.02
[C~Tr2/29m0 | | = Cr vl
Expense Account [245) Manth
Actual Sep: 3.374.78 Activity: -£.391.97
Year-to-date: 337478 Balance: -251.226.03

Note: The balance in the brokerage account remains at ($251,226.03),
the historic dollar value.

8. Select Investments | Enter Prices to Update Securities. Enter a valuation date of Aug
29 00.

9. Go to the screen for the JAPAN PORTFOLIO/JPN account. Change the price per share to
$221.19. The screen appears as follows:



Enter Prices to Update Securities |

bzl EP.-’-‘-.N PORTFOLIOAIPM [244]
Starting Balance Jan 1 00 .00
Aug Balance: 261.004.20
1  Price Per Share.. FARE Prew Price  221.19
F 2 Maluation Date.. g 2900
s 2 Check Number......... 0
a5 3 4 Dividend/ShE 0o
H ‘ 8 Date Acguired... Aug 1500
/A E  CostBasiz$ 247 357 58 Per Share.. 209625
- 7 TaxBasiz % 247,357 58 Per Share.. 209.625
“ ‘ 8 MNumber of Shares.. 1180
| 3 DateSold.... Gan  13E46.E2
18 0 Proceeds.. § T
— Sym_#:
e '\ Format: IEDmmnn#F‘referred Stocks LI
‘T Prew Automatic Print
n Lst | Mew AL Info.. 0K Cancel | Help

L“ | u 10. Go to the Asset and Liability Info screen for the JAPAN MARGIN/JPN account. First change
the Format Type Marketable Investments (11).
~db 11. Change the following information:
e Price Per Unit — -1
‘ ‘ e Cost and Tax Basis — -251,226.03
g 1 e Number of Units — 236,599.09
A The completed screen appears as follows:
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Asset and Liability Info

Azzet JAPAN MARGIMNAIPH [243]
Starting Balance Jan 1 00 .00
Dec Balance: -24E,365.84
1 Price Per Umt.___
F 2 Maluation Date.. Dec 29 00
s 2 Miscelaneous...... 0
= 4 Income/Unitd 0o
H ‘ 5 Date Acquired...
/A E  CostBasiz$ 25122603 Per Unit... -1.0618
- 7 TaxBasis.§ 251 226,03 Per Unit... -1.0618
“ ‘ 8 MNumber of Unitz... 236599,
| 9 DateSald.... Gan 486019
18 0 Proceeds.. § T
— Sy H:
e '\ Format: Marketable lrvestments LI
‘T Prew Balances. .. Print
B ] Calculatar MHext Budgets... 0k, Cancel | Help

L‘ ! ‘ 12. Review the Investment Portfolio Report using the Account Qualifier JPN. The report

agrees with the spreadsheets!

Note: The balance in the Transaction Entry grid for the broker/ margin

account is the historic balance, but the balance at the bottom of
the grid will be the latest-posted market value. To run an accurate
cash-flow report, it will be necessary to change the Format Type
to: Bank Account (2). An alternative method of entry would be
to enter the unrealized currency gain or loss in the Transaction
Entry grid. However, this method would cause the exchange
difference to appear on the cash-flow statement.

—ah, While such transactions are unusual, this illustrates the flexibility of Financial Navigator in

@ recording complicated transactions.
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Excel’s XIRR Function - Evaluating an
Investment’s Return

When evaluating an investment'’s return, Excel’s Internal Rate of Return allows the annual
internal rate of return to be calculated for a series of periodic cash flows. However, cash flows
from an investment are rarely periodic.

Built in to Excel is the XIRR function that calculates the internal rate of return for a schedule of
cash flows that is not periodic. To use this function, the Analysis ToolPak add-in macro must be
installed (Select Tools | Options | Analysis ToolPak). If the Toolpak does not appear in
the Add-in Menu, then it should be installed from the Excel program disks.

This is an excellent method of evaluating investments. However, as investments are held for
long periods and are composed of more cash flows, building the spreadsheet becomes more
cumbersome. Where an investor has limited investment management needs, using Excel can
avoid the expense of having to master additional software!

© Copyright 2001 Financial Navigator Int'l « All rights reserved
Revised 9/15/2001 7



How to Reach Us

Information and Sales: ............... 800 468-FNFN (3636)
2 ) 650 962-0730
Web site: .....ccoeeeeeeeeeeee s www.finnav.com
E-mail: ...ccoooeree customerservice@finnav.com
Technical Support: ........ccccceccciieiiinnnnees 650 962-8510
Hours: .......... Monday - Friday 7:30 a.m. - 4:30 p.m. PT
Business Address: ..........ccceeviriineennne 254 Polaris Ave
............................................... Mountain View, CA 94043
Telephone:........cccocviiiiiieeiinie e 650 962-0300

Trademark Acknowledgments

Financial Navigator, Navigator, Advanced Reports, CheckForm Navigator,
Navigator Access, Navigator DataBridge, Navigator Impressions, and
Navigator StockWeb are trademarks or registered trademarks of Financial
Navigator Int’l.

Windows is a registered trademark of Microsoft Corporation. Other product
names mentioned in this reference material may be trademarks or registered
trademarks of their respective companies and are hereby acknowledged.
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