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T2, BEFEELT4FEHICEELT, RABTCELREOFMLE VI 200K 2 & »
L7eBanr 7 7%mTE, 6D (b)) DXHIChb. ZOBITI, HaO#HBES5~8
FOREE, LORKREROLES, WEEOFEMIIITLALELRVE W) T L,
7T 7 bARNS. '

3. ERSTEOFAM & IERENM & DRIR

ERBRDE D R ) HFTFHENLBFREOEME VALK E, HEFEOIEKREME
DR GFICHREHEOFE) IOV THNTBLENH L. FOEBMAHELLT, &
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22 HEANE—LO—E

R R DG E F£E | BEe

1 2 3 4 5 6 7 g | DA
@ 2 5 10 18 24 42 66 | 100 | 272
) 10 20 34 60 86 100 82 | 423
® 8 32 78 98 98 78 32 8 53.3
@ 13 25 38 50 63 75 88 100 50.1
® 30 | 50 66 80 88 94 100 40 | 65.7
® 34 58 76 82 90 95 98 100 74.7
@ 40 64 82 96 96 82 64 40 | 70.1
® 40 | 100 94 88 80 66 | 50 30 | 70.5
® 50 50 50 50 50 50 50 50 50
56 80 48 30 66 100 88 58 64.3
a 80 30 90 40 70 20 60 50 56.5
@ 82 36 58 70 44 20 36 60 52.6
® 82 100 86 60 34 20 10 4 56.6
100 66 42 24 18 10 5 2 40.1
® 100 88 75 63 50 38 25 13 62.4
100 98 95 90 82 76 58 34 83.3

EEOFME—ERIZLIZbDTHE. COEREFVEMES T, FHEREOERE
izt 2. BECEMp, CEBYEM v, BXUEEE (EHBEEEARATZ MIKRL) HE
CIEM—ETHHEWMET S L, FHORBIEE R (=1, 2, =, n) FXRRZL-T
RENb.
Ri = p-v) x; - C (5)

Z TR ERE 500,000 ], p=20TFHM, v=12FH, C=180,000TFM &Kz L,
BEAROFEL10% & L CIEREMAEFEL, 7771278y r35E, T7TOLHITh
5.

CHDTI7T7TRI6DERETNVOTRTHPIAROEREICES, Znid, BFEEDOFEM
EIERREEAT & DRBRDPHEIEIC R > TR E 06 ThH 5.
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SENSITIVITY ANALYSIS OF STRATEGIC CAPITAL
INVESTMENT PLANS WITH A NON-UNIFORM
STREAM OF CASH RETURNS: WITH EMPHASIS
ON GRAPHICAL REPRESENTATION

Tamio Fushimi* and Tomonori Nonomura®

ABSTRACT

Cash-flow-basis measures have been widely used for evaluating the profitability
of capital investment plans. However, since the anticipated cash returns are
uncertain, flexible sensitivity analyses with graphical representations are
recommended.

In cases of strategic capital investment planning such as developing new
products, entering new business areas and so on, the simplified assumption that
the stream of net cash flows from each period are uniform would not lead to any
practical solution. The sales volume or cash return varies greatly for each stage;
introduction, growth, maturity, and declining stages of the project respectively. In
addition, in strategic investment planning the degree of the uncertainty of market
trends and competitive conditions, etc., is far greater than in ordinary investment
projects; that is why more effective sensitivity analyses are needed.

This paper presents the graphic expression of sensitivity analyses which support
management decision making regarding effective selection from among alternative
capital investment plans having a non-uniform series of cash returns.

Section 1 presents an example of typical sensitivity analisis, assuming a
uniform stream of cash returns, and suggests basic problems to be analyzed with
regard to investment plans which have a non- uniform cash return. Section 2
proposes the introduction of substitute variables, adjusted annual value of sales
volume (or revenue). It presents the method to formulate substitute variables in
terms of the concepts of the “pattern of stream” and of the “type of risk.”

Section 3 focuses on the relationship between the adjusted annual value of sales
volume and the net annual value of the investment plans. Finally, in section 4,
numerical examples of a model company are introduced , and graphical break-even
analyses are illustrated.

KEYWORDS

Break-even Analysis; Cash Flow Basis; Profitability Measurement ; Sensitivity
analysis; Strategic Capital Investment.
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