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Risk Transmisson Rdationship between NPV and IRR in Economic BEvaluation o Prgject Management

Li Cunbin,WangJianjun ,Li Li
(School of Business Management ,North China Electric Power University ,Beijing 102206 ,China)

Abstract : Net present value(NPV) andinternal rate of return are two mainindexesin the economic eval uation of projects When the probabili-
ty is used to express the risk of projects, it isa difficult problem how to give the risk transmisson relationship between NPV and IRR This pa
per studiesthefunction monotonicity between NPV and discount rate. Then the analytic risk probability transmisson relationship between NPV
and internal rateof return(IRR)is deducted According to theinferences, the probability distribution of IRR can be acquired from the probabili-
ty distribution of NPV. The method can provide more comprehens ve economic eval uation decison information, which makes project eval uation
more scientificity.

Key words: project management ; net present value; internal rate of return; risk transmisson
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