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ENCLOSURE NO. 1 - FORMULAE

Future value
FV =Cy(1+i)"

Future value of cash flows
FV=C,(+)"+CA+)" +C,(0+0)"? +..+4C,_,A+i)+C,

Present value Present value of cash flows
pv =S Pv=c0+i{+ 2 T —L
1+nH" I+i 1+ a+n"
Discount factor FV of an ordinary annuity PV of an ordinary annuity
(PIC,.rn) = —2 pv =0t ~1 pv =t -1
a+i)" i i(L+i)"
Annuity from FV Annuity from PV
A+i)" =1 A+i)" -1
FV of a growing annuity PV of a growing annuity
Ny n 1 n
py - 4 0D =+ g) pv=A__[1_%}
i—g i—g (1+0)
PV of an ordinary perpetuity Present value of a growing perpetuity
pv=5 pv =-S5
i i—g

FV with multiple compounding Effective annual interest rate

FV =Cy(1+—)™ EAIR = 1+LJ -1
m | m
FV, continuous compounding PV, continuous compounding
FV =Cy(e™) PV =C,(e™)
Real cash flow Nominal interest rate Real interest rate
C, = G, li=(+n+m)-1]| p=ED
A+ )" 1+ 7
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Net present value

Cn
(1+i)

NPV =Cy+ .

Internal rate of return

Profitability Index Method

Pl = PV project
Co
Expected rate of profit Variance Variation coefficient
R =2 PR, o' =2 P(R, ~R)’ cv=2
i=1 i=1

Expected rate of portfolio profit ~ Variance of portfolio

R, =XR, +(1- X)R, o’ =X0"+(1-X)"0," +2X(1- X)cov(R,,R;)
Covariance
coV(Ry,Ry )= P(Ry = R))(Ryy — Ry) cov(R,,Ry) = k50,05

i=1

Correlation coefficient
cov(R,,Rg )
0,0p

ki =
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