
Cn = C0 · (1 + r)n

C0 = Cn

(1+r)n

NPV = C0 +
∑T

t=1
Ct

(1+r)t ; C0 =-Cost

EAIR =
(
1 + r

m

)m − 1

FV with Compounding = C0

(
1 + r

m

)mT

Continuous: EAIR = er

NPV Perpetuity = C
r

NPV Annuity = C
[

1
r − 1

r(1+r)T

]

FV Annuity = C
[

(1+r)T

r − 1
r

]

Growing Perpetuity = C
r−g

Growing Annuity = C

[
1

r−g − 1
r−g

(
1+g
1+r

)T
]

NPV (Zero Coupon)= F
(1+r)T

NPV (Consol) = C
r

NPV (Coupon Bond) = C · AT
r + F

(1+r)T

Zero-Growth Stock NPV = P0 = DIV
r

Constant-Growth Stock NPV = P0 = DIV
r−g

Growth rate = g = Retention Ratio x Return on retained earnings

r = DIV
P0

+ g

P0 = EPS
r + NPV GO

Profitability Index = NPV of future cash flows/Initial Investment

rr = 1+rn

1+ei
− 1

Approximately, rr = rn − ie
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R = (W−I)
I

R̄ =
∑

Ri · Probi

= R1Prob1 + R2Prob2 + R3Prob3 + ...

Var(R) = σ2 =
∑(

Ri − R̄
)2 · Probi

=
(
R1 − R̄

)2 · Prob1 +
(
R2 − R̄

)2 · Prob2 +
(
R3 − R̄

)2 · Prob3 + ...

SD =
√

σ2 = σ

Covariance(RA, RB) = σAB =
∑(

RAi − R̄A

) (
RBi − R̄B

) · Probi

=
(
RA1 − R̄A

) (
RB1 − R̄B

)
Prob1+

(
RA2 − R̄A

) (
RB2 − R̄B

)
Prob2+

(
RA3 − R̄A

) (
RB3 − R̄B

)
Prob3+

...

Correlation = ρAB = σAB

σA·σB

¯RPortfolio = XAR̄A + XBR̄B

σ2
Portfolio = X2

Aσ2
A + 2XAXBσAB + X2

Bσ2
B

βi = σi,M

σ2
M

= ρi,M σi

σM

CML: σPortfolio = XMσM and ¯RPortfolio = XrfRrf + XM R̄M

SML: R̄i = Rrf +
(
R̄M − Rrf

)
βi

βassets = S
S+B βequity + B

S+B βdebt

rWACC = S
S+B rS + B

S+B rB (1 − Tc)

VL = VU + TCB

rs = r0 + (1 − Tc) (r0 − rB) B
S

VL = EBIT (1−Tc)
rW ACC

S = (EBIT−rBB)(1−Tc)
rS

delta = ∆ = swing of option
swing of stock

in terms of prices, Stock + Put = Call + PV Bond

βEquity = βAssets + (βAssets − βDebt) B
E
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