Sensitivity and Scenario Analysis
			
	Jones and Co. are trying to determine if they should proceed with expanding their business or do some more analysis. They have asked a consulting group to look at the likelihood of the expansion being beneficial to their company and they have calculated the following probabilities:

			Current Information:
	Current annual revenues are $400,000 p.a. which is made up of a market of 1,000,000 units, a market share of 1% and unit sale price of $40. Cost per unit is currently $15. The cost of capital is 5% p.a. and will remain the same. 

Expansion forecasts: 
Expect market share to be 2%, price will remain at $40 and cost per unit down to $13. However, the optimistic managers believe they will increase their market share to 4%, the price will increase to $42 and the costs will fall as low as $10. While the pessimists believe the market share will remain at the current level of 1%, prices may fall to $38 and the costs will increase to $16. 

Required:
Conduct a sensitivity analysis of the decision to expand using NPV analysis and provide information on what the decision is most sensitive to. Also conduct scenario analysis of all three scenarios. Assume a life of 5 years for the project.
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