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FM and EXCEL PROJECT –‘’Universal Swap’’
WORKING EXPLANATION:
Initially, gathered all the data and segregated the cashflows into three different sheets which are rough calculations of the actual three questions, mainly to calculate the inflow and outflow of cash and other expenses like server facilities, general and administrative costs with and without Alternium. 
Q1) Method of Q1)
Calculated the overall positive and negative cash flows and then analysed the overall value of the cash flow. To show the incremental Cash Flow both aspects of business are calculated wherein one is with the Alternium project and another is without the Alterinum project. To show the effect of taking on the project on the business cashflows.
        Assumptions in Q1) 
	1)Assuming that all cash flows, revenues, and costs are in millions.
	
	
	

	2)Assuming that the cash flows are made at the end of the year, hence making the calculation in arrears.

Analysis/conclusion of Q1


The cash flow of universal swap was positive each year regardless the project was taken into consideration or not. But the incremental effect of the project was not very significant and was lower than that too without the project for a while till the last year. This cash dlow could be due to set up costs that occur while introducing the new product to the market and in the long run could give higher cash flow than without the project as it changed in year 10.We can see that the cash flow increases significantly whenever a new server is bought (i.e. in year 3 and year 5). But only calculating cash flows is not a concrete way to understand the benefit or effect of the project on the company.
Q2) Method of Q2)
The cashflows after the tax was calculated ,shows an incremental pattern which was calculated in a series of ten years at different discount rates varying from 5%  to 50% using excel and it’s graph calculation. With the WACC/CoC being 11%,the NPV comes out to be 22,927.97 million.                            
The IRR comes out to be 276%, by setting up the NPV as 0 by the excel goal seek function.
 ASSUMPTIONS IN Q2)
-none
Analysis/conclusion of Q3)
The cost of capital or WACC increases as  the NPV decreases showing a decrease in shareholder’s wealth due to the lower NPV. Hence at the companies estimated 11% WACC rate the project is worthwhile and increases shareholder wealth as it is able to recover initial investment and give a higher value. The IRR of the project being around 276% seems very high hence proving that it is ideal for the company to pursue this project as it is much higher than the required rate of return of 11%. This higher IRR could be due to the industry it operates in and as previously seen how quickly the company’s Mid cap increased within 3 years which shows the exponential effect in the line of business the company operates in and its side benefits.
Q3) 
Method of Q3)
In order to extensively confirm the goodness of the project,the calculation of NPV has been done for the long run i.e. for 20 years. The outflow of R&D is the same and the initial investment remains the same but now the asset has no scrap value and will be depreciated to 0 within 20 years with the depreciation amount of 50 million added back. The cost per unit has been calculated using the participants’ numbers from inflow with the cost increasing as per inflation. The server will be bought twice once at year 3 and the other at year 15 at the price at that time adjusted with inflation(which shows some significant changes like a drop in the cash flow). All other expenses increased at their rate like previous and extended to 20 years for G&A and Advertising expenses.
Assumptions in Q3)
   1)The inflow of the company mostly the old participants has been assumed to stop coming after the 10th year, hence the growth of value is prohibited since the company’s servers will be full.
	2)Since the machine does not have a lot of life and it will get old and the processing will get slower,it might run out.
	
	
	

	3)Since the commencement of technology, there has been new age revolutionary technologies being developed every 20 years 
   so in the next 20 years, there might be new technology available.



Conclusion of Q3)
The project gives benefit till year 15 after which the cash flows become quite stable. There is a drop in cash flow whenever there is an investment in servers or assets otherwise there is positive CF throughout. The NPV is also higher at 11% than it was when it only continued till 10 years showing that extending the pool a little while longer is more beneficial and increases more wealth. There is a higher IRR than it was in 10 years also supporting the argument that as life increases of the project the pool generates and becomes an ideal investment. I believe the company SHOULD invest in the project as the IRR which could be memorable for the because that of the industry is significantly higher than that of CoC/WACC also there is wealth creation taking place through the project although the project reaches saturation after 15 years with cash flow becoming stagnant,resulting in the no growth for the company showing that it will be short lived which is like the earlier pool and could also be said about industry and new pool for newer coins have to be created. To make concrete conclusion the company should compare the IRR to that of other companies’ projects of the same industry to differenciate whether this is a  healthy and good investment or not. But with the above figure the project seems to be great as it adds to shareholder wealth for a good amount of 15 years.

 

        





