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Fig.3 Cash flow in two competitive projects
M M
M < MO
M
M =P /A-C =P / Ay- Cy




31 2 239

M A-C -P =0 M Ay-C, -P =0

N-M v=Cy > N-M A -C
0—Cy>0 A'-C <0 A-C
A'-C' <0 Ag- Co<A-C
1 2 3
3 M’
3.1
2 3 M M
l M 1/ M >
M*.
3 M l
Mi <1
3 Mi<1
Pyi/ A -C <1 M = Py/ A-C
Pyi < A-C
A-C Pyi Py
Pyi
3.2 M i
3 1 M M
M . i l M M . 1
M M 2
M M !
1 i=8%
Table 1 Relationship between dynamic value and static value of payback period of investment i=8%
M 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

M 400 460 520 575 6.25 6.71 7.12 754 790 824 856 8.8 9.12 937 9.60 9.82

2 M=5.80
Table 2 Relationship between dynamic payback period of investment and discount rate M =5.80

i/ % 1 2 3 4 5 6 7 8 9 10 12 15
m 6.00 6.25 6.50 6.80 7.10 7.40 7.80 8.20 8.70 9.20 10.60 15.00
1 2
i 1% 1%

M 6a 7.8a i 8% 15% M 8.2a 15a.
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Some special problems in payback period of investment

CHEN Shou-lun YUAN Jian-guo CHENG Fang
College of Water Conservancy and Hydropower Engineering Hohai Univ.  Nanjing 210098  China

Abstract The payback period of investment is an important index for evaluation of the economic profits from projects.
Although the static index and dynamic index of the payback period have been widely used in project evaluation its
theoretic basis still needs further study especially the consistency between the index and net profit criterion. In
consideration of the above fact some problems are discussed including the applied condition of the payback period of
investment the relationship between the dynamic and static payback periods of investment the relationships between the
payback period of investment the standard payback period of investment and the service life of projects and two
important factors affecting the dynamic payback period of investment. Two conclusions are drawn close relationships exist
between the applied condition of payback period of investment and the flow chart of cash transfer the influence of the

static payback period and discount rate on the dynamic payback period of investment is a logarithmic function.
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