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Hi Everyone, I posted this under the Questions on Assignments thread however, I wanted to make sure everyone had a chance to review the following post.

When working with NPV the Text Actually does a pretty good job of explaining how to calculate NPV using the NPV tables. In the assignment this week, I believe the signature assignment explains which table to use. Also, the videos within the text are also very helpful.
Using Excel is fairly easy. If you go to Example LO-10.2 in the text and set up your spreadsheet as I have done in the attached example. You can calculate the NPV using Excel as opposed to using the tables. First set up your spreadsheet or use the one provided. Go to Formulas then Financial, select NPV when the screen shown
on the right of the spreadsheet opens up click on the first window entitled rate then click on the interest rate 12%. Next click on Value 1 then click 200,000 next to Cash Flow Year One, then click on the value 1 and year two cash flow, then click on value 3 then year three cash flow, finally click on value 4 then on Year four cash flow. Click OK and you should see $607,469.87. This is the net present value of the series of cash flows at a 12% discount rate. Simply subtract the initial investment from the NPV of the series of cash flows and you will see the NPV of the project. Hope this helps.

Also, this particular spreadsheet was set up for the example LO 10.2. Please see page 452 in the text to follow the problem. If an prospective investment has cash flow projected for more than four years you will need add additional rows to the spreadsheet.


There is also a tab on the spreadsheet for calculating the Internal Rate of Return. Please see example LO 10.3 Calculating the Internal Rate of Return when reviewing the IRR spreadsheet tab. Also, in the attached spreadsheet the example allows for comparing two individual projects which, should help with this weeks assignments.
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Due Thursday

Managers can choose from several analytical techniques to help them make capital investment decisions. Each
technique has advantages and disadvantages,

Respond to the following in a minimum of 175 words:
- Distinguish between the 3 capital investment techniques of (1) Net Present Value, (2) Intenal Rate of Return, and
(3) Payback Method.
- Describe what you consider to be the top 2 advantages and 2 disadvantages of each technique and provide an
example to support your top advantage of each method.




