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Net Present Value
How NPV compares capital projects
Net present value gets used in determining capital budgeting to analyze a project's profitability (Hopkinson, 2017). The calculations of determining the value of a future stream of payments get determined through net present values. The time value of money gets used to compare similar investment alternatives. Invest planning analyzes the profitability of capital that gets required in each project that needs to get performed.
Comparison of NPV to IRR
Net present value refers to the difference between the current value of cash inflows and the present value of cash outflows over a period. Internal rate of return refers to the calculation used to estimate the profitability of potential investments. NPV method focuses on the project surpluses while IRR gets focused on the breakeven cash flow level of a project. Also, the NPV results in a dollar value that a project will produce while IRR generates the percentage return a project gets expected to create.
Effect of reinvestment on NPV and IRR
NPV does not contain a reinvestment rate that makes the outcome of a project not get changed (Hopkinson, 2017). IRR contains a reinvestment rate assumption that assumes that a company will reinvest cash inflows at the IRR's rate of return for a project.
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