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: (Different Size Projects) aaall 4dlida a Lia
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: (Different Cash Flow Patterns) 44lidal) aiil) ghuil) Jalaif
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Qs P gastd Discounted Cash Flows
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525.000 7.000 3l
800.000 5.000 4 )
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545.000 ALY Net Discounted Cash Flow
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< (dividing point) awill iy Jlei (NPV) ddlal) dadl) o 4l Gue 5 pdial) (g gl pasivall Gilal) Jane 23ay (Y
cbuﬂ\ Jaza

3 Bl S s (NPVs) ddlad) adll Gila ld abalill Jaes e Sl @le @Y (discounted) aadll sic
Juadl) g 5 8l ga P g g piall 1 Al Luds s (IRRS)
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amounts of )z Al e Leadlss GY 48 6 e JST(NPV) Allall dadl) il aodivall @lall Jarse o 13laic) ddlisg
.0 5 all (rates of return) silall ¥axs (e Yo (profit

.(Direction of cash flows) 4:3 <8l sla%) ; GLEIM

Sllias (IRR) L30a sladl Jara o 3llay 38 500 058 38 ¢ Ll Caaadl oladl sy Loaie
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(Period 1) 1 34,15l (Initial) )
nflow $240,000 Outflow ($222.240) X g s piall
Outflow (240,000) Inflow 222,240 Y & 5kl

SRR AN atlea Jaa 38 ) O LAY e CalilS Cilala) (S, (The cash flow amounts are the same in absolute value) 4kl Laall 2 lpust o il el Al
G By 3 jolis (g 33Ny Gl Sy o )5 (g 30 agal o3l 5yl

DA il o ol ) (€ay 5 K8 ue p pdall KT LRl Silall Jana gly -

Y £ gl X g sl

$222.240 = 1.000 x $222.240 ($222.240) = 1.000 x ($222.240)

(222.240) = 0.926 x (240.000) 222.240 = 0.926 x 240.000

e 0580 O Y ) Y
110 = il il 0 $0
.(different picture) 4iliass ) sm (o 228 76 Al 48 2 ile Jaaa dpmill sl aad -

Y £ sl X g sl

$222.240 = 1.000 * $222.240 (§222.240) = 1.000 * ($222.240)

226.320 = 0.943 x (240.000) 226.320 = 0.943 x 240.000

($4,080) $4,080

S an M ad g el e B g Gl iy B Al el Gl 53 g g el 8 silall i e e 5 pall 4 Jeang (3 Jandl (e Bl Gile Janal 10 4l il (1
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.(multiple IRR problem) saaiall Ll silall Jaes 35, oy A 1 el (1

Benefits of the Internal Rate of Return Method of Capital ) 4xllaci 1 4331 gall A2l ailal) Jara 48y o i) 6
: (Budgeting

_(time value of money) 3 g8l Ayt ) Aagdll by (IRR) L"Ai\ﬂ\ lall Jaza o5& Aa pradal) 4pasil) Ciladyill 48y yaS e

Gl Jara ol Alilae ol Hlaiind (3 gull dile C¥ana o daing (3 o slhall Slall Jare g Aalal diladl Jane &5l (Say @
_EJ\J:}” aJ\:\iﬂ );]

Adlad) Aall Sliay 35 5lie 5 i dagh (ol e Jgus) (g o

Limitations of the Internal Rate of Return Method of ) 4dbewi il 43j) gall AL Silad) Jara 48y 30 g
: (Capital Budgeting

&';\ﬂ\ Al Jaras t}‘).&.d\ O Aol colaandl) latiad sale) pllas 43 salia ual sl e (IRR) &s\ﬂ\ Alall Jaza Jaily o
project’s true ) tﬁ)‘:“ﬂ @:\sa.“ 2ilall Jaze @ guunall ‘;Js\ﬁ\ Alall Jaze Jia old Wlla Uil i) Jaa oS0 rJ 13) (|RR)

.(rate of return

vle Jara o ST Al 0 S (v &l 2ay 8 f e (5385 3833 4l) nonconventional gl e g s pdall S 1Y)
. (IRR) (a2} silall Jare b e 5508 @llia (55 Y 8 4l aal 5 (IRR) sl

sl LY 5558 Laie o

.(mutually exclusive) sz e L 2diay Y )

.(are of different sizes) 4ikisw alaal culd ¢ 5Si5 ¥

.(have different cash flow patterns) ddise sais (3axi Llaif Lgpad of ¥
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‘:Ab.a 5 (IRR) ‘?J';L\]\ Ailall Jaze (expected cash flows) Az giall Apamll il T ‘;ﬂ\ Ailul) ?y)]\ BB A
2ol Q 5 P e 5 piall dalide (3ile ¥ aray (NPVS) Adlal) agdl

Q 5 P g bdall 423 giall (IRR) (AN ailad) Jara g Apaail) @iy

-

Q g gdall P g 5pdal) o
(1.000.000) (1.000.000) 0 4
70.000 800.000 (R
150.000 475.000 2 da)
525.000 7.000 3 dall
800.000 5.000 4 1l
%14.2 %20.3 (IRR) a0 sila) Jona

Q 5 P pbdall Ailida gile ey (NPVs) Al adll ila

mfn iﬂwfu‘au @S\%;m Gl Jona
(251.520) (50.368) %25
(123.200) 2.500 %20
(20.100) 54.200 %15
116.800 116.800 %10
299.400 193.200 %5
545.000 287.000 %0

P g el galall (NPV) Adlall el s lad o s . Q 5 P g sodall (NPV) Allal) el il plas) L Les
35aE ZY LY P g s el (alall (IRR) Aa ) aladl Jaee ady Gy 58 7Y+ 4wy (horizontal axis) 8Y! ) ssall ) slay
S 3l Jiee 5 730 (e iy il vie (horizontal axis) &Y saadl Q g s dall (NPV) dullall dadll il ba

JV6Y A(IRR)

$600,000 1 ) .
NPV Profiles, Projects P and Q

$500,000 A
$200:0004 CROSSOVER RATE === Project P

10%, $116,800

$300,000 + w—Project Q

$200,000 o

NPV

$100,000 o

$0 T T v 2
oo 5% 10% 159 00 2%
-$100,000 4
-$200,000 1 Discount Rate
-$300,000 1
-$400,000 -
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: (Finding the Crossover Rate) aaliill Jara slay)

G aadll Jaze Gl Jane Adlida o Alilea (508 (58035 alaily Lol (e g e 40 5lEa 2ie Uaga 1755 &l Jaza ying
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G ey Sl diia s (e Yoy ol Jane o) il 188 # 58 Jenl) (e
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$150,000 $50,000 (Investment) _laiinY)
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Qe g 2aall jradly Gladall e (PV) Zalladl el Jole (8 Lig paima (g sind) gaiall (3axl) alie ga 4y siull Cladall e (PV)
Baasall <l yiall

i le ) dinll 2 e Lgusdi 8 e g piall Alall el ila ()65 O B sy (5 s Jalad s Ao 20 g0 gl
(il Jaal Jele Jsaa o Jai jall acadll Jaaa 33383 Jad) (0 Jalal

& s iall (NPV) Zdlall dadll Lilia Jiay JAY)5 A £ 5sall (NPV) dilal) dagl) Jila Jiey Laaaal cililas ) dals cllia
O e s pdal) DS A Cagpaall e aeadll ddle ¥ 1555 G pad) e aadl) dile X e il o388 B
e g pdiall SIS aadll Jara () (379 Las il i © ) (35 Gsin (PV) dallad) dadll Jale JiailX gleddind pilabagl)
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AEJMZ\:\SH\@\&LAZ Ov, v _X\Olnnn
B&}M@M\@\&LAZ \°~,~~~ _Xii...
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i) QRRVVIENPUIPY

Ao, v O XEE, v v = 00,000 2 XVO 00

D omlall US e XV 0, v v kg el S Yo, e Adlals Yl a8 X alagY

XY9, 000 = Yo, 0

DX Al ol YA, e ) OIS o)

¥,i8A =X

e s psiall DS g o Al Al ilia ()5S5 Of () (0 5 Lae ) s (el Bl anadl) Jaea Jele 2 Y, £6A

S (V100 s 7Y dale) 7Y (e ) YL EEA daa s Ol s eedll ad g e clal V) saad Alal) Al i
TV E e Jaliy B8 a o) Jaea 8 70 € Jale (e cy 8 Y, EEA 8 15k (Y, 67T 58 7)€ Jale) 7V ¢
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s aglll) da g i) eligind e Jadd Jantin 48 Hhall s34 (ff JaaY
g e JS Hae (e A JSI Lguds o (e 5 el DIST dpaial) bl -

.(The cash flows of both projects are the same for each year of each project’s life)
.(Both projects are the same length) Jshll (udis (e g iall S -

b & s hal) 558 sl g 5 pia IS Al il 0S5 o amy (S0 il BN ki Y (e 5 piall SIS rling Y
.LC-“‘S-‘..

! (IRR) A3120) 2ilad) Jara g (NPV) dllad) dall) il 45 58a : GLEIM

Jaza s (NPV) Al dadll il (35d g JLAY) e julad (reinvestment rate) Jleiiny) sale) Jaea muay )
£ 5 el auadll Jamay HLaiin¥) (pe Aaiil) i) Lt ale) ¢Sy 4l Adlal) Al ila (ia yiii (IRR) Ga1al) 2ilal)
.(desired rate of return) < sthall 3l Jaes i (project’s discount rate)

Aliin o L) CulS 13 by / Jsd )l Gadi (IRR) 1) el Jana s (NPV) Zlall el iboa ol Jass Y
A piall Aial) )Ll qen 28 Sy il s Alea i e 300 ClE L Alkisall Cle 5 jkall

AV g el (b ) ang ALl Ay peand) aslial) (e ST gl aal g 5 e Jad a3 1) Y
13 Calide JS Aalgiall 4 peanll wy jliall (IRR) 8ol 3ilall Jaee s (NPV) Zdlad) dadl) ila (3 e Caia 38 ()
A 5 e DK (e ST aal 5 £ 5 e AISH Y
ki) G Ll ) claladl s il s Cud 8 Caliay Y
.(different useful lives) 4dlide 4l jlacl Ll ay jliiall ¥
& ol yae gaa e sllaall ailall Jane o Jlall Ll 28lS5 Calias ¢

(IRR) Axall dilal) Jaza daay Adlida ) yidl Adlida 4y & pa e Y ama a5l A geun Adlal) el Ala 2aas oSay
t;)ﬁmﬂ h\} dJa.A

(IRR) Al ailall ca¥aza (S5 (NPV) Adlall dadl) s il dlia) (Say & 5 pliall (8 B20a0 ) jlainl & HLis 0
.¢13330 (IRRs) Aaalall dlall Ci¥ara ¢ sane il JSS (IRR) (a1 dilad) Jasa @3S )

oIl el aney Apall ) jlaind sale) wipes 4df (IRR) a0 2ilal) Jana 35 ) im yii (¥

oe Lo Jsanll & ) cas il il ()55 288 (IRR) a0l dilad) Jase g 5 il O sal laitiad sale) &5 ol 13) )
el 55k

Dbl sale ) ¢ 5S5 of myi 45Y I AN M) VA e el 8 A1l Juail Lgd Al dagdll Jilia 46y yha dasd Y
sl dilall Jaes 3

Ja
(%10 e Jona ic) ddlall dagll L3la ARl silall Jans Al Al 8 gl ol Al & 5l
NPV (k = 10%) IRR Year-End Cash Flow Initial Cost Project
$91 %20 $1.200 $1.000 A
$41 %100 $100 $50 B

A& B (IRR) A8l diladl Jare Cun e Llad) (a3
B &5 A (NPV) &lladl Zaill il Sus (o Ba) i3

Jae 5 (NPV) ddiadl dagdll la G s il (8 (55l mual Gany o Lpdars aaing Y ) o )Ll G LasY) ie
g_’d\ AS,all A Uiy B deﬁi(IRR) @s\.ﬂ\ Alal) Jars PREGHY an AS Al JAa) = Al daga (IRR) _;;m\ il
Ll aSlaad) jlall 34 (N pv) Allal) Al Jdla PRENA
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Onadbosall 55 55 anland ) shaia (e Jlafiind) 2ol @ alul (IRR) 3l Bladl Jaxa s (NPV) ddlad) daill) ilia 435 5k 2a3

.(shareholder wealth maximization perspective)
e Wl i a (NPV) Zlal) dadll ilia auay Aallall dadl) Sla iy pad cile aladinly el S0 A8 2355 oS o
.(different discount rates) 4ilids aad CYara ¢ 5 pdall L)) dadll Jila

Usaall e (k) rate of return sl Jaxas (vertical axis) ol ) Dsaall e (NPV) ddlall daill e an )y &L
.(horizontal axis) %Y!

NPV

$200 1 NPV Profiles for Projects Aand B

NPV, = $91 |

IRR IRR,
! IRR

A
0 10%K \20% 00% ———— g
A

SI ol s (greatest NPV) ddls dad o 581 calia g g piall jlias o cpealuaad) 355 adaaty Jaall joaall e any
.(largest IRR) (A&l dile Jana

Oisie 58 (NPV) 4llal 4edll Ldla (K15 (measure of wealth) 5.5l 4y sidll el (ulia 58 (IRR) 313 3ilal) Jans -
.(absolute measure) lae
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