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Time Value Principles of Money General Motors
	Time value of money is a notion that portrays a constant amount of money having the capacity to increase in value in the future, more than what it holds in present, (Chen, 2019). The concept is derived from what the money would offer if the utility part of it is exercised as a future investment or as an interest growth tool. In other words, the strategy can be approached by saving the money to earn interest; compounds interest precisely or invest in an underlying opportunity that increases the value of money through profit margins.
	In our case, General Motors Company is a potential company that has the capacity to apply the principle, time value of money, and succeed successfully in the future. Fundamentally, the company is a multinational dealer in designs, productions, and distribution of vehicles and vehicle parts, (General Motors Website, 2019). Based on the nature of the company’s net profit (MarketWatch, 2019), if General Motors choose to build a factory at the cost of $8.08 Billion from their 2018 net profit, to generate $16.16 million in the next ten years, it is therefore important to evaluate the present value of $16.16 billion. The ten-year forecast with the current favorable rate of interest, determines if the investment is worthwhile or not, (Mankiw, 2007).
 Hypothetically r= 0.09
Present value formula:  PV = FV/ (1 + r) N
PV = $16.16/ (1.09)10
PV= $6.83 Billion
PV ($6.83 B) < Cost of Factory ($8.08 B)
If the PV < Cost of Factory, General Motors should not make the investment.
Hypothetically r= 0.06
Present value formula:  PV = FV/ (1 + r) N
PV = $16.16/ (1.06)10
PV= $9.02 Billion
PV ($9.02 B) > Cost of Factory ($8.08 B)
If the PV > Cost of Factory, General Motors should make the investment.


From the above projection, with a favorable interest rate and manageable risk factors, the company can make a fortune out of their 2018’s net income of $8.08 billion investment to close comfortably double the amount. Alternately, the company can opt to save the net income and rely on compound interest policy with a simple deposit at a considerable interest rate. For example, General Motors can take their 2018 net income of 8.08 Billion, deposit it at 5% interest annually, for a 10-year period.
Hypothetically r= 0.05
FV = Deposit (1 + 0.05) N
FV = 8.08 B*1.0510
FV= 13.16Billion









Comparing the two techniques of the time value of money, the investment is very productive money-wise and brand expansion, however, on risks aversion compound interest is quite manageable with minimum deliberations to deal with, but can compromise the companies long term progress. 
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