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10 20

WH B LA AT BETE R TE AT AEERE,

0 BiH A BiH B
0 -$7,500 -$5,000
1 $4,000 $2,500
2 $3,500 $1,200
3 $1,500 $3,000

Pon: BRIFEEHEBLRIMR GRS H B RIESUO BRI R, 1R ZORE H R Ee

EITRER,

HESHSK
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TRTEIRTHT T TRENARIEE 2. THEE N7 A HES X, SRS IE HHEERE A,
AR EED,

F1&

Ranking conflicts can arise between the internal rate of return (IRR) and the net present value
(NPV) when:

I. the first cash flow of a project is negative, the second cash flow is positive, and the final cash

flow is negative.
II. projects are independent of one another.
1. projects are of different sizes.
IV. projects are mutually exclusive.
O A. Iand IV only
(1 B. IIl and IV only
U C. II, 111, and 1V only
U D. I III, and IV only
O E. LI, II, and IV

ETEX

13
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B2 &

Home Decor is considering expanding their sales territory. The estimated cost of the expansion
is $1.37 million. If the company does expand, the cash flows of the firm are expected to increase by
$278,000, $325,000, $790,000, $618,000, and $475,000 over the next five years, respectively. Be-
cause of a major restructuring the firm is planning for six years from now, any current expansion
plans will have negligible effects on the firm starting in year 6. The company uses a discount rate of

14.5 percent on all projects of this type. The IRR of the proposed expansion project is percent
and the NPV is .

L A. 10.49; -$168,438.13
O B. 10.49; -$38,907.11
O C. 20.97; $247,881.32
OD. 20.97; $367,038.18
LJE. 23.14; $381,009.04

HESHSK
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B3

Which one of the following statements is correct concerning the AAR?

U A. The timing of the net income dffects the AAR.

O B. The AAR increases when the initial investment increases, all else constant.

(1 C. There is a precise method which is followed to determine the targeted AAR.
[ D. AAR is equal to the average before-tax cash flow divided by the average cost.

U E. Because the data needed is so readily available, the AAR is often used by business managers.

HTEX

15
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FTa@m

The modified IRR method is designed to eliminate the problem associated with using IRR when
evaluating:

U A. independent projects.

(1 B. different sized projects.

[ C. financing projects.

[0 D. projects with cash flows which change direction more than once.

U E. projects dependent upon a discount rate.

HTEX

16
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% 5l

If a project with conventional cash flows has a profitability index (PI) that is less than one, then
the:

U A. IRR is greater than the required return.

(1 B. discounted payback period is greater than the project’s life.
(] C. AAR is greater than the discount rate.

U D. payback period is less than the maximum acceptable period.
L1 E. NPV is positive.

FTEX
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% 6 &

An investment project has a required return of 15 percent, conventional cash flows, and a 5-year

life. Given this, which one of the following statements is inconsistent with the other four statements?

U A. The discounted payback is exactly five years.
U B. The profitability index is zero.

(] C. The net present value is zero.

(0 D. The internal rate of return is 15 percent.

[J E. The present value of the future cash flows is equal to the initial outlay.

FTEX

18
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BI1A

To find the we begin by setting the NPV of a project equal to zero.

I. payback
II. discounted payback
III. profitability index
IV. internal rate of return
[JA. Ionly
U B. Il only
O C. IVonly
U D. IIand IV only

L1 E. III and IV only

X

19
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% 8 &l

You need to borrow $2,500 quickly and Slimey Joe, the neighborhood loan shark, will give it to
you if you promise to repay him $300 a month for the next year. Suppose that Joe’s cost of funds is 2

percent per month. From Joe’s point of view, what is the net present value of this deal?
OA. $429.18
0 B. $487.08
O C. $542.16
OD. $672.60
OE. $708.34

HESHSK

20
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59 &

What is the payback period of a project with the following cash flows:
-$86,400, $11,400, $38,900, $22,700, $16,600, $8,200, $7,500?

U A. 2.87 years

L B. 3.09 years

(] C. 3.42 years

U D. 3.81 years

L E. 4.13 years

HESHSK

21
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10 20

What is the net present value of the following set of cash flows if the required return is 12.3

percent?
Yr0 = -$244,900; Yr1 = $16,300; Yr2 = $102,900; Yr3 = $141,700; and Yr4 = $137,500
OA. -$21,407.18
0 B. -$2,619.03
O C. $22,407.01
OD. $37,715.07
OE. $54,116.23

HESHSK
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b Y= PAE i

£ 18 EWRRZENRLR SR

2 B e
AR A TR BA R RS HA7 R A

B X [N (Payback Period) 218 B2 T ARITIIIN B & RAME R G4 B Tz (I
Al GERFEIMEWHGIREN L), EF m FARVIRWIEMESE m + 1 4 AR DAE, T

SFm FAR AR E AR BT

B = m o+ EmeTA
fEri:
1 RIAEDW. T, ST AR IORTRAR 2 A SRR, LR R 2
fEofm,

2. SR TANTE S RIS, B R EE, D R EE IR R, BRI Az
ZNX; Bl Rk S EBEIIX — A,

3. IEGPIUIE, KE/NIHSFEAREFRENIE S, ] SeH BURERE IR RO 2 77
X, BH NPV AL,

J ) i«

1. ZIELTm . EoRlbciEREMARENEER, T5H TS5 8FEE—T
MAHHIFL

2. ZgEE H 2 )G Pai. WH R EZEBMERTE AR A] gEpdEsz, RMEHELHRE IR
i KHIEOMEDTE Kl RESHEL,

3. [PPIYIBR AT S, PR E” AR AR AR M E SR A HE S TR, T
e B EAL

4. A ERE RO EanE, EIREER RS IREA T AN T 2/ 0B ME, FitS NPV 4518
TSI R DA NPV W,
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e FHEREHEE T “REEINRIE” REE, BRI EROH 2 fE e, WOk
G UGS F Aot Y 8

£ 48 M EmH R R S mE

& B [a] it
GRAAT TSI H A P ER W 2 2R 2

E X WNEBIKZEZ (Internal Rate of Return, IRR) 21 HFIME IR I Z TR, &
WHBERA Co, Cy, ..., Cr, W IRR i 2

C 1 CQ CVT

ITIRR ~ (1+IRRZ 7

0 = NPV(IRR) = C, B —
(IRR) = Co + 1+ IRR)T

TR EEIH, C) <0, HEHEREZNE, HRERSEN:

1. EHIH 2 EM 47 M NPV H1E;

2. & NPV Z%T 0;

3. HEmTH A, Excel BY IRR BREEEREIEAORR,; SIS mMRE R, WalfRBORAR;

4. WHEMEREMH, % IRR SOERENR » LB & IRR > r, 52, % IRR < r, $H41;
TSRS NPV 4 0,

HE: BN AIET ISR ENR, T ARER BEA B rHER P RZE T, &
ST S 2R, AJREHIIZ AN IRR; BUIH RIS, IRR RN ASkEE; H0HE
&, NPANPV HEF N E& bR,

Fod: MUMB5HERBIHE

= e
SIS E 5 BRI H B R Z AL,
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P M WiH (Independent Projects) HFWH (Mutually Exclusive
Projects)
RRKR BEZ—PEASH RS —ME,; BREP— DG S —A;
A [A] I S it HAEgIE—TRE A%k,
PRI H bR HIr TR H 2 A BRGNS MES ERT T PR ONEMERZ HE,
NPV FL FiE NPV > 0 (WITEY AR (5 8k NPV s KH WIERIHE,

IRR/PI X[

TV BLIH)

WA R, IRR B¢ PI {:AEml1E
257 1FE A0 |

IRR 5% PI AIRERIFIAE, BRIt A
RETME NPV HEF SR,

KL : AZIH AR XNITEEAMERMT, BFIEHRER 5 R aei—
A, WA EREERANEOE", Rt B b AR ITE IRR B, RS NPV E &
ES

% 6 . IRR B —RR IR RA

& B [o] it

PRIFR s ki A T2 T H B I H #f A RTREE 2RI AR (2.7

)8i—: A% H  (investing versus financing problem).
MR RIIE, WEREEN it FRAT, BE IRR BERER &SI, HRlE

RITRH A REZ ©

JEmA JETH”, BlneEREE e, UGEIE. R IRR R RA, IRR

BRI 2, Fit “IRR @i Z RS2 BIE R RS R A,

8 JEIEEPIER S Z H IRR (multiple rates of return) ,

LM SZMAIE—IR, 0 (-, +, —), NPV FEAJREFEM MR EZ TR,
AIRERNEE A AT E XA — IRR, XN U “TiHAY IRR 2207 KEEAlaei A HE—E %,

AEPRIN . 3B F] BRI, MEIZE] NPV RN X 2R SER, Ea] PRk E MIRR 1
NEEBIERR, (EOEAIRTHIEAETE NPV,

%8 73 ERIEEA IRR BFAYEIM )

= e

PR _EEIEIPRAN R, 2 1E B IUE A PRI R ZRIR, 3 AT RE H IR PN 7 (vl a2

WP —: B8 (scale problem)

—/INH AT RE IRR 1R7&, EAGNERDSHANE; 55— DKRITH IRR B&{%, AEETH
HAE 3k —, BRIRQODAVZEIMAMESEN, A2 H 2 EEEIRATR ),

KHEE NPV, &

~NRE—

26
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AN —: I EP8 (timing problem),

— A IRE RS, B D E R AR E RIS TR eSS RE
NPV 7, [t IRR HEF Al RES e D Z R B2 T HY NPV HEFANA,

BIEF N RN R (R E RER MBI ), HHRE NPV sl &
IRR; BZANaea E BRI ZRIER: NPV B 535, MIE NPV AHSE I Frat B A3 BRER AR g 22

W# (crossover rate) o

£ 8 El: BIEHNITE

& B [a]
AT+ RI H B & A TR A

S AR I 5 ORI %

C,
D T

_ PV of future cash flows (14 r)
~ Initial investment |Co

HT NPV = PV of future cash flows — |Cp|, &

PI=1+ NPV
|Col

R EREETIEHS: PI > 1 <= NPV >0; PI=1 <= NPV =0; PI < 1 <= NPV < 0,

89 FRBATIMELEA PI

i =E
MNTMZIE, BRUE, DAHRETHEARER, N0 EifhizH & AieEe

1. JSIH., BEAFRZIW: BIEHIN, PL> 1 BIEMKE NPV NIE, AlPUEESZ; PI< 11
4,

2. H)¥UIH: THREM FAILESE P A, P12 “H—JuRBE - ANIE" X— ey, =
(w2 MR NI 5 ROZEEENPV 1 K HONIERYTE,

3. ANCEBGIABRE (capital rationing) : 4¥EEHMR. WHA4-# HRH EZELAELE
SHEIR, PI AT A E STk, (L/CBCE S PLERIIIH . HATRITHE A A]
orEl, Ay P1HER RTRETCIAINEE NPV RIS, NP A AT S B e
TTIER I

—HIGEES: PLIEAEE “RRESH—eiRAMEEARCR”, NPV A EZEE "
{EI 27,
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£ 10 F@: ELRHFLRAITBENAT#RSIER

= a0
& LR A E HATEMAITE Al ke

Ein WiH A IiH B
0 -$7,500 -$5,000
1 $4,000 $2,500
2 $3,500 $1,200
3 $1,500 $3,000

BT e PR : R A ISR, RIS EIRIN R BRER, DA IRE R
¥ 0] DA E RIS, IRR PARAE » > 0 B NPV HEF,

(1) =gy
WiH A: 2 ERBHRAN 4,000 + 3,500 = 7,500, FEHUEIFIGEERE,
Payback , = 2.00 4.

IiH B: 2 2 EREHFRAN 2,500 + 1,200 = 3,700, MZ 1,300; 2 3 FERAN 3,000, #

1,300
Payback, = 2 + m = 2.4333 4F ~ 2.43 4F.

AN, A R,
(2) Wik

4 1
0= —7.500+ , 000 3,500 , 500

[+ IRR;  (I+IRR4Z (1 +IRRA)?’

fi#18 IRR 4 ~ 11.36%,
2,500 N 1,200 N 3,000
1+IRRz  (1+IRRp)? ' (1+IRRp)%’

fiff% IRRp ~ 15.63%, 1% IRR, B Ei,
(3) fEid ¥ IS ZEH RS T NPV HEF
Lr=1/1+7) ¥r>00, 0<z <1, MIEFINEZZEN
D(z) = NPV, — NPV = —2,500 + 1,500z + 2, 300z* — 1,500

0 = —5,000 +

F0<z<1kt, D(x)=1,500+4,600x —4,5000> >0, & D(z) ki = HK; H

D(1) = 1,500 — 1,700 = —200 < 0.
RILTEFTE r > 0 B REE NPV, < NPV, & & HF HOZARIRE 7, IR 500
H B; HOERMZREIT 15.63%, WITEHR NPV ¥R, NWIEA N5,
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ERXEE
Lik= 1 2 3 4 5 6 7 8 9 10
EE B C E D B B C D D D
%R 1. IRR 5 NPV BYHEF #h3e
2 B[]

Ranking conflicts can arise between the internal rate of return (IRR) and the net present value

(NPV) when: il IRR 5 NPV R]GE HEHER 58?2

B B, IIIand IV only,

I W BB« 75 00 TR S /NI E R0 B4 i ELHE INsE R T 4F, RTRER
AHEF IR,

IVIH H s : 2G5 FNA D0 T H HEr R —, I HER A SRR,

TS X (—, 4, —) RABMATEEZ XL S, HEERPERZHE IRR, A28 H
VAR “PINITE Z AR R,

IR HOZIE TCRR S 2R, HER H NPV NIERTAT#HESZ, AFRZEE v HR TN —

iiﬂo
%EFE 2: iH IRR 5 NPV

2 B e

Home Decor A 5K I B #1484y $1,370,000, AR A4 B ImAKIR Y $278,000,
$325,000, $790,000. $618,000, $475,000, HTEIH A 14.5%, K IRR 5 NPV,

BE: C, 20.97%; $247,881.32,
MmN

(—1,370,000, 278,000, 325,000, 790,000, 618,000, 475, 000).

29
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L NPV FT 0, JESEHERRAZ
IRR ~ 0.209733 = 20.97%.

1% 14.5% JTERHE NPV:

278,000 325,000 790,000
NPV = —1 ’ ’ ’
, 370,000 + 1.145 * 1.1452 * 1.1453

618,000 n 475,000
1.145% 1.145°
= — 1,370,000 + 242,794.76 + 247,897.64 + 526, 272.44

+ 359, 555.99 + 241, 360.49
= $247,881.32.

T NPV NIEH IRR & T EIRMZR, TiH 3,

EIREA 3: AAR AU
B BBl

Which one of the following statements is correct concerning the AAR? 5T <31 IRz 2
AAR, Wi—RRiRIERH?

ER: Eo
AAR (Average Accounting Return) J# % 5 {E

Average net income

AAR = .
Average book value

T E (B, K4 AAR RIS HHRERPREAE S IKEOHE, BORBUSIT6E, FrLAESLIRNE
BRI EE . HAREIUE TR IE AN R

A: AAR ERIPPESERIE, A EMCERINGE R BRI R, KR SRS A2 NPV IR
TN

B: S RHIGIRBRIR m TG T2, AAR = RREMARR &
C: H#r AAR WERSETRZ A8 ST — BIMMELR AR EARHE ;
DR s =g R LN EETIE I AT TR 2R

1%FF 4: MIRR B9{ER

= =]
The modified IRR method is designed to eliminate the problem associated with using IRR when

evaluating: {E1EPIFRWC R R IE N THER IRR FE A AR E R LAY ()2

ER: D, BRI R —IRIBH

30
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HAUMERAFEZ IR S2MAN, IRR TREATRER 2 1ME. MIRR R AL EImZ R BRIl
EH, FIEMSTRAL R R EMENIR, FHR— MR

FV of positive cash flows ) YT )

MIRR =
(PV of negative cash flows

(Rl HROTE Tl 2 5 IRR ISR, A2 MO E I H A 22 S HE R () #,
EFEF 5 PLIMF1MENX

& B B3

If a project with conventional cash flows has a profitability index (PI) that is less than one, then
the: & —DEMILSIMIE K PT/NT 1, T NFIMRIE#H?

ER: B, PrBIMIBOUIR T E A,
XM IH,
PI < 1 = PV of inflows < |Cj| = NPV < 0.

I H A mEE R, JrIEREIEIRMA M AR EIOIGEEEE, R B o
KT E %, ER0REN “FaINTCEEEIR . BN, S8R NEEEE
IRR < r, FITPA A #l E #RE51%.

EIFE 6. NPV AEH PI AZD

SR R H RN 15%, FmNFHF. W—FRIAS 5 MY Iis—2e
B & : B, The profitability index is zero.
HARVIUTHE AR 2 [F—lIm SR -
PV of future cash flows = Initial outlay <= NPV = 0 <= IRR = 15%.

LR, A EMIEE RS LR FAMIER T, NIRRTy e, e

PV of future cash flows B
B Initial outlay N

)

A2 0, HUEI B A~—E,
EIFR 7. £ NPV EFEFKRSHYEIR

&3 E [=]
To find the we begin by setting the NPV of a project equal to zero. JKWE N EbR, Fdl]
ML T H NPV ETFEH45?
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EHH: C, IVonly, Bl IRR,

IRR HYE X2 2 NPV = 0 RIS, [EIWEH S BLEI G SRR 2 R TR TR I
[A], PINPEASKIL G AIME S IFHAILLE, PIALL “ NPV FETZRATER" NiE SOP B,

R 8. GIRAMATEI NPV

= e
TRFEN $2,500, ARK—FEHEIE $300, TR ARIBRBIRANEEH 2%, METKAMA
HEIZZHH NPV,

B%: D, $672.60,

M Joe IR FE, BARIRGIOEEIETE —2, 500, BlEEHAUE] 300, #1211k, RAREE
g, ERIED
1—(1+0.02)~12

PV ity) =
(annuity) = 300 x 002

= $3,172.60.

(Al
NPV = —2. 500 + 3, 172.60 = $672.60.

SR BRI ROVIE, SRRSO BE BIHESR A Joe RIFILA
T,

EFEER 9: [EUHAHR

& B ][5
IHEE N —$86, 400, $11,400, $38,900, $22, 700, $16,600, $8,200, $7,500, KEIHHA,

EHHE: D, 3.81years,

R BEMPERA AU B <R / B4k
®
0 -$86,400 AU [E] $86,400
1 $11,400 AU E] $75,000
2 $38,900 AU A $36,100
3 $22,700 AU A $13,400
4 $16,600 % 4 FERFERIEIIK
TEE=FERZE $13,400, FVUEIERN $16,600, H
13,400 _
Payback = 3 + 16,600 ~ 3.8072 ~ 3.81 4.
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YEIREN 10: NPV iHE

= e

HRAERNER R 12.3%, BN Cy = —$244,900. C; = $16,300. Cy = $102, 900,
Cy = $141,700. C4 = $137,500, 3K NPV,

E%: D, $37,715.07,

16, 300 n 102,900 n 141,700 n 137,500
1.123 1.1232 1.1233 1.1234
= — 244,900 + 14, 514.69 + 81, 593.56 + 100, 053.11 + 86, 453.72

= $37,715.07.

NPV = — 244,900 +

NPV NIk, ViRHTZ 12.3% AYLZIRMRITIE, TEARENRARIEM $37,715.07 BIHMH.
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BEZDARENER

6

English Term HISCETA A ARV 2 X

Capital budgeting BAMEA AV I B R T H | IR EERERG N HE
K77 AR,

Net present value (NPV) FII{E Fi 3 2 I i 4 0 ZLHR B R 47 S B BAE
R BB E AR,

Required return R IES  ER BBE I XS I B 2R A s AR A4, 2

IERES NPV TR HHTEIR,

Discount rate RS KRR B R N BE R ; 710 B A5 (E
B GINCA I IAE S R R

Payback period [a] e HA AT R TS IR B9 6+ B P a1 5 &
FAE 2P R ERN UL B RS

Discounted payback pe- #7EE[AIHIA {5 P4 BB <23 T R B (BT ; 8 IS TRl E

riod

Average accounting re-

turn (AAR)

Internal rate of return

(IRR)

Modified internal rate of

return (MIRR)

Profitability index (PI)

Conventional cash flows

Nonconventional

flows

cash

TSR

PRI

2)

2=
s

5

.l.

—
W
H
=
It

R 2

FAAFEEL / FRAFE
-4
LI
FEH MRS /3R
IEHIER

I, (B4 R L H SR i

FEIRTHFAE PR AR 558 ; (A <1
BaEmAEI S e,

2 NPV FTERHTIR,; WA R EIE
AT S A B R LR

o IE SR B 3 0 3] 58 FH P PSR 3 R R 5 R AL
BUS1SIRIME— R, B T EE# 2 & IRR,

AR E FRIE PR AR a6 1% % HAITE
PI =1+ NPV/|Col,

EH IR R, HEERA; 17
S HBAE—IR,

AT SUEE —IX, ATRESF B Z H IRR,
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Timing problem

Incremental cash flows

Crossover rate

Capital rationing

Initial outlay

Financing project

Hf i Tm]

RGN

N

#¢

X

AARLE / AR
#

RIAFR T S H

NEVEM SRR - HBRE AAMENEM &

English Term HhSC TR FArP LRI X

Independent projects SRYATE| — PN IREHEZ AR S — 1 E ; TEE
KIS AT RN 1252 AR IE NPV I H

Mutually exclusive HJFIH B2 1N RERERFE D — IR, &

projects NPV i K H A IERIHE,

Ranking conflict GE (5 e IRR. PI FfaFi0 B HWHEF S NPV HE
FA—E

Scale problem RIS ] B o7 bhE = i/ H AT REAIE B P E 5

AR TR

BB A L R 22 (A AT IR N NPV
b A REREL

PR B IRE I, — 757 S0 T4 — 77 588
B /D B T

PANEFIE NPV AHEEIN 4T BRI,
IMEAAT IRR (FER]E XN,

NV AT BT R A2 BILR, FHEAETIHHEH
SIECEREEA,

HEHRENIESRE, BERRAN
Cy < 0o

WG, UGN B RTE ; IRR B
RIS RA, 18 H RS MNITT E S8

F
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T = SRRIZ S Fnl R

7.1 EETHERTAEF

YL HRIR rh B

cash flows change direction more than once WM —k, BinlgEHIlZE
IRR,

projects are mutually exclusive IH Bk, HegdFHp—1; R&HR
NPV,

projects are independent of one another Ui H R sy TR AL R, 1E NPV IH
Al 2,

projects are of different sizes It 5 WIS IRR/PT AT REfR A7)
IiH,

the required return is ... percent EIRINR A FE T e, NAEATTEHIRTA
NPV,

from Joe’s point of view M Joe FYBRBTRAAFIT: MBS H AR
iyt WCEIRERI IE,

all else constant HMAZFRRATE, HTHERa—-REDL
B ZM,

inconsistent with the other four statements 5 HAR Y I F RS A AR —
i,
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REIEM SR - HRE AEMBEEMTE

7.2 Faiw i ERyFIRUFNY

1. NPV &bl : EUH B )%, fepnmReEES AN, fLieiedE NPV 1ERK,
2. WS H: NPV > 0 <= IRR > r < PI > 1,

3. Il : sRIEFSNTE, AERTOMERAM; SRS = R0 H SR

NS
Eito

4. ZH IRR: BRI RFAF SR @ —R, MIZE1E% IRR AJRERME—, Al#H
NPV 8B & MIRR,

5. B)FxWiH : &2 mutually exclusive. different sizes BRI I i 22 57, 6451455 IRR/PI
(S LIEAN

6. ViIAZIR: PI n] DUSBhHER, (HAR] 53100 H PRI N R A {7 I H A S
A2 NPV,

E3E4: MER — P - NPV - RR; HtWGZRATFHTNE, MAEZENXM{EFIER,
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