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Reply 1
Hi!  Montgomery
[bookmark: _GoBack]I absolutely agree with your point of view, Payback period is for sure a beneficial technique that DHL Express Company can use. The company profits seem to depend hugely on this technique, though it also ignores the value of money besides cash flows that exceed the initial investment. Equipment and transportation are two factors that make huge impact to DHL Express’ profits and therefore careful decision should be made upon them. Customers would not receive goods on time and in good condition if not for better delivery methods. According to my opinion, payback period would be the ideal technique for Seth use in making transportation decisions. Consequently, Internal Rate of Return would be a second best choice since it factors the time value of money which payback period ignores. Internal rate of return is a useful tool in evaluating projects or investments. DHL Express `would easily determine whether it lost or made money on a project. Thus, if a new project’s internal rate of return exceeds the company’s required rate of return, it is most likely that the project will be accepted. If the internal rate of return is less than the required rate of return, then the project will be rejected. DHL’s future projects would therefore be beneficial if internal rate of return technique is used
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Reply 2
Hello Cisneros
It’s logical to note that both techniques can be relevant in determining whether a project is desirable or will add value to the organization. Net Present Value is though more beneficial because it takes into account factors that change, such as the difference in discount rates. Besides purchasing manufacturing equipment, furthermore, an organization can utilize the Net Present Value technique in cost reduction projects majorly through the automation of tasks that are currently done manually if the labor cost is high. Besides that; the purchase of more automated equipment machine if the present value of cost savings is higher than the previous cost of the present value. In a nutshell, both Net Present Value and the Rate of Return are used in capital budgeting to determine whether an expansion opportunity or new investment is worthwhile.
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Seth Montgomery

4 hours ago, at 7:05 AM * NEW.
The irst technique that came to mind that would be beneticial for DHL Express was the payback period. The payback
period simply put, is the number of years it will take to recoup the initial investment (Hofstrand, 2013). Although this
method doesn't look at cash flows that exceed the initial investment, it's stil a useful to in determining the liquidity of the
investment. DHL Express could use this on numerous things throughout the organization. Two big factors that this could
used on would be equipment and transportation means (.. aircraft, delivery trucks, location vehicles, tugs, etc.). Investing
in better and more efficient equipment would allow for each location to process more freight on a nightly basis. Investing

in more and bigger transportation means allows for more freight to move to final destination for delivery. Not too mention
for both factors over time they deteriorate and break down frequently causing for maintenance and repairs, which
ultimately results in delayed deliveries for customers. Using the payback period would allow for senior management see a
quick return in investment by the increased revenue.

Internal Rate of Return

The second technique that came to mind that would be beneficial for DHL Express was the internal rate of return. The
internal rate of return conducts analysis of multiple projects and provides data on where it meets with the threshold rate.
An example would be, "if the Inernal Rate of Return (e.g. 7.9 percent) is above the Threshold Rate of Return (e.g. 7
percent), the capital investment is accepted. If the Internal Rate of Return (e.g. 7.9 percent) is below the Threshold Rate of
Return (e.g. 9 percent),the capital investment s rejected” (Hofstrand, 2013). This would be beneficial for DHL Express to
use in determining what projects they should take on and which ones they should pass up. Considering the logistics
business is continually rising, this tool would be in their best interest to utilize for future projects.
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10/20/20, 10:14 AM + NEW
Hello class and professor

Net present value and Rate of return are two of the capital budgeting techniques that might be used for various projects
within any organization. Net present value (NPV) is the difference between the present value of cash inflows and the present
value of cash outflows over a period of time. A rate of return (RoR) is the net gain or loss of an investment over a specified
time period. The main difference between these two techniques is that one measures the cash flow and the other the
efficiency of said project. In my corporation we are always looking into buying equipment for manufacturing our product that
will be cost effective and cut process times, if the manufacturing equipment cost $6,000 and wil increase annual cash inflow
by §2,200. The useful lfe of the manufacturing equipment s 6 years. After 6 years it will have no value. The management
wants a 20% return on all investments. This is a positive net present value and should be purchased since it will be favorable
for the company. As | learn more and more about this techniques and methods some things are clearer than before but
others make no sense to me | have to continue to read and re-read in some cases to get a clear understanding, | hope my
explanation is useful.

Thank you,

Ethel




