EQUATION SHEET
Principles of Finance
Exam 2

Valuation Concepts

General valuation model:
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Bond Valuation:
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Risk and Rates of Return
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Capital Budgeting

Evaluation technigues:

Unrecoverel cost at start
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Number of yearsbefore
Payback= full recoveryof
originalinvestment

Tradtional payback—unadjusted cash flows are used
Discounted payback—discounted cash flows, or present values, are used
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IRR = internal rate of return
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MIRR: PV of cash outflow = TV z COF,

Cash Flow Estimation
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