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What are some of the ways we can evaluate capital budgeting projects?
There are some different ways through which we can evaluate capital budgeting projects such as the internal rate of return (IRR), and net present value (NPV). It has been proved that the two methods evaluate projects often giving similar results. However, there are some projects where IRR is not as effective as NPV in discounting the cash flows. IRR's major disadvantage is also its greatest strength; it makes use of a single discounting rate in evaluating all investments. If an analyst is evaluating two or more projects which have a similar discount rate, equal risk, predictable cash flows, and a shorter time frame, then IRR will in most cases work. The issue is that the discount rates keep on changing over time (Kaya, 2016). IRR does not account for changing discount rates, and thus it is not just adequate for the long-term investments. NPV takes care of time and thus it is fit for both short-term and long-term investments even with changing discount rates.
Questions
1. The project that looks better after some calculations are projected 1 because it is showing higher cash flows.
2. IRR is not an acceptable method to compare two mutually exclusive projects since it does not accommodate changing discounts rates and also it is ineffective for a project that is involving both positive and negative cash flows.
3. NPV is an acceptable method for comparing two mutually exclusive projects since it takes care of changing discount rates without any problems. Each cash flow from the different trading period or month can be discounted separately from the rest, hence, making NPV be a better method.
4. He said he was going to look at the NPV because he had forgotten some of the concepts which were important to cross check without making a decision which of the two mutually exclusive projects was to be pursued by the company. He finds out that where NPV crosses the X-axis is the IRR of the project.
5. Only NPV method is effective in a situation having two mutually exclusive projects since the company only needed to pick only one. It is only NPV that could take care of the changing discounts rate which occurs in the economy or the investments. I would choose NPV so that I can take care of the changing discount rate.  In my opinion project two is better since its cash flows will keep on fluctuating and at the same time, the company will make profits compared to project one where the cash flows will keep on decreasing. 
6. IRR does not choose the same investment by based on whether the cost of capital is lower or higher. It chooses the project whose IRR is greater than the minimum required the cost of capital.
7. NPV does not choose the same project because of having a high or a low cost of capital. It picks the project with the greatest NPV.
8. NPV profile is a graph which shows the investment's NPV against the different discount rates, with the NPV appearing on the y-axis while the cost of capital appears on the x-axis.
9. Following the NPV profiles of the two investments, the two are equivalent at the internal rate of return, the point where the NPV cuts the x-axis.
10. Project 1 (7.2% to 11.8%), project 2 (7.2% to 14.5%).
11. We would have accepted all the projects since the cash flows will not be affected by the acceptance of the other.
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