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Executive Summary 

This report is based on a critical analysis carried out on the investment case of Marble. It tries to examine some of the risks and as well as possible returns that the investment decision may attract. It is noted that two essential risks are likely to threaten the investment decision: market and reinvestment risks. At the same time, the decision may enable the firm to obtain important value returns. The discussion has also analyzed two properties of value measurement which are crucial. It is noted that NPV seems to favor the investment decision more than IRRR. It is recommended that Marble should move forward and implemented the decision. 
Financial Accounting: Marble Investment Case Study 

Extended Summary: Risk and Return
Risks of Investment

The presented case offers crucial information on Marble’s financial situation. It also assesses ways in which the associated risks and expected returns can be approached. It is imperative to examine the returns that Marble is likely to attain by making such an investment. According to Swami and Jain (2019), some of the likely risks that most investors are exposed to as they try to make daring interments moves include:
· Market Risks: This relates with the declining value that a given venture is likely to suffer. It is possible that due to different economic developments a specific market may become risky and too volatile for an investment worth a fortune (Swami and Jain, 2019). The associated market risks include equity, interest rate, and currency risks. 
· Liquidity Risks: This form of risk has to do with inability for an investor to sell their investment when they want to and receive back their funds conveniently. 
· Inflation Risks: It involves the risk of loss in purchasing power. This makes it almost impossible for one to operate in the global market because of the ever-changing economic circumstances. 
· Credit Risk: The risk associated with the company or party that offers the bond running into financial difficulty thereby compromising the integrity of the business. There are several other risks that an investor should be aware of including reinvestment risk and concentration risk

Based on the presented case, Marble faces two critical risks. First, it is exposed to market risk. While it may have substantial experience in the industry, the level of risk along the three lines outlined above is quite high. For instance, the market price of shares keeps changing. This implies that the involved investors must understand and be ready for such fluctuations. However, it is possible for the firm to neutralize such risks by first identifying ways in which they may impact performance and ultimate return (Swami and Jain, 2019). Second, the investment attracts the risk of reinvestment. Not many shareholders would want to reinvest upon receiving the first profit/loss if they deem the investment untenable. Reinvesting principal or income may be a great risk for many people who feel the business in no longer feasible financially.  
Value and Return 
While this investment faces a great deal of risks, it also presents opportunities that if properly leveraged can improve the overall performance and value return. The investment return (ROI) for this specific business can be calculated as follows:
ROI = Net Profit / Total Investment × 100.
With this consideration, the ROI for Marble would be: 
Net ($360,000) minus spent ($175,000 + $35,000),

Therefore, it is $140,000. Total investment is also what was spent ($175,000 + $35,000), which is $210,000.

ROI = Net Profit / Total Investment × 100
ROI = 50,000 / 110,000 * 100

ROI = .45 * 100

ROI = 45%

Note: It is from risk-return calculation that one can recommend whether a given business is viable or not. Detailed analysis is on the spreadsheets 
Measures of Value Return and Performance
The two indicators that can offer an insight into the investment viability of Marble’s plan are: Net Present Value (NPV) and Internal Rate of Return (IRR). It is necessary to mention that the two are based on the Time Value of Money principles (Swami and Jain, 2019). This is explained by the fact that money has the capability to acquire interests over time if invested in a specific venture. This notion would inform the management of Marble about the viability of their investment. In this regard, the NPV value for the investment in question can be determined using the following formula: 
Z1 = Cash flow in time 1. Z2 = Cash flow in time 2. r = Discount rate. X0 = Cash outflow in time 0 (i.e. the purchase price / initial investment
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In this case, the most appropriate calculation for a situation where the net flows are uneven as shown in the case would be:
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Where, 
i is the hurdle rate (or discount rate) 
R1 is the net cash inflow in the first period
R2 is the net cash inflow in the second period; R3 is the net cash inflow in the third period
This gives an NPV figure of:
$150,000 × (1 − (1 + 1%)-12) ÷ 1% − $312,000
= $150,000 × (1 − 1.01-12) ÷ 0.01 − 312,000
= $150,000 × (1 − 0.887449) ÷ 0.01 − $312,000
 = $150,000 × 0.112551 ÷ 0.01 − $312,000 
= $50,000 × 11.2551 − $312,000 
= $867,784 − $312,000 
= $519,754
With regards to IRR property, marble would have to use consider the following calculation: 
First, it will equate the sum of the present value of future cash flow less the initial investment to zero. Considering the fact that the variable in question is unknown, an algebraic equation comes in as follows:

0=NPV=t=1∑T​(1+IRR) tCt​−C0​

Key:

Ct​=Net cash inflow during the period t

C0=Total initial investment costs

IRR=I internal rate of return 

t=the number of time periods

The internal rate of return, using this formula becomes:

NPV: $519,754
At 8% rate, the figures gets to a negative, it implies that the rate should be a little bit much higher. At 10%, NPV comes close enough to zero; it implies that Marble should make their higher that what is stated. The IRR, using the above criteria should be over 10%
Comparison between the Two Properties

Considering the obtained results, a number of observations can be made regarding ways in which the two properties compare. First, they all offer positive returns for Marble although a few adjustments should be made. Second, they have shown essential; insights into the investment’s capital expenditure. It has been possible to determine and predict the likely scenario to be encountered if a given strategic investment move is made. However, the difference comes in when a few issues are taken into consideration. First, the outcomes are completely different. NPV has shown the dollar value that this investment will obtain. On the other hand, IRR shows percentage return. Second, the reinvestment rate tends to favor NPV as opposed to IRR. Third, the decision support is also dissimilar in the two cases. NPV shows results of surplus while IRR has produced results on how break even can be attained through the cash inflow information. The discount rates can be changed based on the level of risk the company faces according to the NPV model. On the other hand, IRR is not concerned with this challenge as it derives its figures from cash flows. 
Recommendation 

Based on the two properties discussed, it is recommended that marble should use the figures of NPV and move ahead and implement the strategic plan. While it faces a few risks, the ultimate net profit value favors it and it is likely to gain even more in future.
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