MNPV guantifies cash inflows vs. outflows

Essential for capital budgeting decisions

Net Present Value (NPV)

Upfront costs required to starta project Helps assess investment profitability

Typically a cash outflow at time zerg Positive NPV indicates value creation

NPV Calculation Components

Revenues expected over project life Money today is worth mare than tomorrow

Future Cash Inflows Concept Overview

Must be accurately forecasted for NPW Driven by inflation and oppartunity cost

Net Present Value Simplified Time Value of Money

Indicates project adds value to investment Current funds can earn returns

Investment Potential

Suggests acceptance of the project Certainty of present funds increases value

Interpreting NPV Results

Implies project costs exceed benefits Calculates present value of future cash flows

Process Explanation

Generally leads to project rejection Involves applying a discount rate

Discounting Cash Flows

Represents opportunity cost of capital

Discount Rate Significance

Affects NPV calculation outcomes
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