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Abstract

The article surveys contributions to the literature covering the field of probabilistic

discounted cash flow (DCF) analysis of individual capital investments from the earliest

contributions of the 1960s to today. Such analysis includes the methods of present

worth (net present value), annual worth, future worth, internal rate of return, payback

period, and benefit:cost ratio. The history and development of the probabilistic case is

traced, listing the main assumptions made and any restrictions to applications. The

survey will be found useful by those engaged in risk management and decisions

associated with investments and budgeting having uncertain outcomes.

ACKNOWLEDGMENT



 

We Care About Your Privacy

We and our 845 partners store and/or access information on

a device, such as unique IDs in cookies to process personal

data. You may accept or manage your choices by clicking

below, including your right to object where legitimate

interest is used, or at any time in the privacy policy page.

These choices will be signaled to our partners and will not

affect browsing data. Privacy Policy

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

characteristics for identification. Store and/or access

information on a device. Personalised advertising and

content, advertising and content measurement, audience

research and services development.

List of Partners (vendors)

I Accept

Essential Only

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/utee20
https://www.tandfonline.com/loi/utee20
https://www.tandfonline.com/toc/utee20/53/1
https://www.tandfonline.com/toc/utee20/53/1
https://www.tandfonline.com/journals/utee20
https://www.tandfonline.com/author/Carmichael%2C+David+G
https://www.tandfonline.com/author/Balatbat%2C+Maria+C+A
https://doi.org/10.1080/00137910701864809
https://www.tandfonline.com/action/clickThrough?id=5933&url=%2Fr%2Fsubjectsample-engineeringtechnology&loc=%2Fdoi%2Fabs%2F10.1080%2F00137910701864809&pubId=52255835&placeholderId=1074&productId=1833
https://www.tandfonline.com/doi/full/10.1080/00137910701864809?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/00137910701864809?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/00137910701864809?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/00137910701864809?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/00137910701864809?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/00137910701864809?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/00137910701864809
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Related Research Data

Real Options Analysis for “Green Trading”: The Case of Greenhouse Gases

Source: Informa UK Limited

Improving Project Selection Using Expected Net Present Value Analysis

Source: Informa UK Limited

DERIVATION OF AN INTERTEMPORAL CORRELATION COEFFICIENT MODEL BASED ON

CASH FLOW COMPONENTS AND PROBABILISTIC EVALUATION OF A PROJECT'S NPV

Source: Informa UK Limited

Payback Period and Internal Rate of Return in Real Options Analysis

Source: Informa UK Limited

Fuzzy Present Value Analysis Model For Evaluating Information System Projects

Source: Informa UK Limited

A BASIC APPROACH TO THE EVALUATION OF RISKY INTERRELATED INVESTMENTS

Source: Defense Technical Information Center

Probabilistic Benefit-Cost Analysis

Source: Informa UK Limited

A Simplified Approach to Risk Analysis in Capital Budgeting With Serially Correlated

Cash Flows

Source: Informa UK Limited

Expected Present Worths of Cash Flows Under Uncertain Timing

Source: Informa UK Limited

Are “Real Options” Actually Used in the Real World?

Source: Informa UK Limited

SAFETY MARGIN ALLOCATION AND RISK ASSESSMENT UNDER THE NPV METHOD

Source: Wiley

COMMENT ON “FORMULATING CORRELATED CASH FLOW STREAMS”

Source: Informa UK Limited

Project Planning, and Control

Source: Routledge

A NOTE ON BIAS IN CAPITAL BUDGETING INTRODUCED BY STOCHASTIC LIFE

Source: Informa UK Limited

Variation of Project Life As a Means for Adjusting for Risk

Source: Informa UK Limited

The contribution of K.L. Johar is gratefully acknowledged in the compilation of the

survey references.

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137910500227208&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F08982110500250990&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137919908967524&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137910600879148&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137910701328912&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.21236%252Fad0696999&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137918308967699&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137918408967723&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137917508965151&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137910701503910&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1468-5957.1985.tb00083.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137917508965144&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.4324%252F9780203640166&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137918608902934&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137917608902786&type=Scholix


Fuzzy Decision Analysis for Alternative Selection Using a Fuzzy Annual Worth Criterion

Source: Informa UK Limited

Mathematical Programming Models for Capital Budgeting—A Survey, Generalization,

and Critique

Source: JSTOR

A Statistical Analysis of Risk in Capital Investment Projects

Source: JSTOR

A Chance-Constrained Approach to Capital Budgeting with Portfolio Type Payback and

Liquidity Constraints and Horizon Posture Controls

Source: JSTOR

Formulating Correlated Cash Flow Streams

Source: Informa UK Limited

Moments of the Present Worths of General Probabilistic Cash Flows Under Random

Timing

Source: Informa UK Limited

Evaluating Risky Capital Investments

Source: SAGE Publications

An approach to risk and uncertainty in benefit‐cost analysis of water resources projects

Source: American Geophysical Union (AGU)

A practical approach to risk and sensitivity analyses

Source: Elsevier BV

Probability distribution for benefit/cost ratio and net benefit

Source: American Society of Civil Engineers (ASCE)

INVESTMENT DECISIONS UNDER UNCERTAINTY: APPLICATION OF ESTIMATION RISK IN

THE HILLIER APPROACH

Source: Wiley

Some New Views on the Payback Period and Capital Budgeting Decisions

Source: Institute for Operations Research and the Management Sciences (INFORMS)

Capital budgeting techniques using discounted fuzzy versus probabilistic cash flows

Source: Elsevier BV

Estimation of Periodic Standard Deviations Under the Pert and Derivatio of Probabilistic

Information

Source: Wiley

Reply [to “Comment on ‘An approach to risk and uncertainty in benefit‐cost analysis of

water resources projects’ by A. Goicoechea, M. R. Krouse, and L. G. Antle”]

Source: American Geophysical Union (AGU)

Risk analysis in the evaluation of plant investments: the contribution of a non-

deterministic approach

Source: SAGE Publications

Capital Budgeting under Conditions of Uncertainty as to Project Life

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137910500524828&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2329837&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F3010766&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2330080&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137917208902729&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137918708902971&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F41165673&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1029%252Fwr018i004p00791&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0024-6301%252880%252990050-3&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1061%252F%2528asce%25290733-9496%25281992%2529118%253A2%2528133%2529&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1540-6288.1982.tb00036.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1287%252Fmnsc.15.12.b594&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0020-0255%252802%252900157-3&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1468-5957.1988.tb00154.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1029%252Fwr019i005p01333&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F875697280103200302&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137917208902716&type=Scholix


Source: Informa UK Limited

Integrating sustainability into construction project portfolio management

Source: Springer Science and Business Media LLC

Distribution of the internal and external rates of return in a partially stochastic oil

pump problem

Source: Taylor & Francis

A Methodology for obtaining the probability density function of the present worth of

probabilistic cash flow profiles

Source: Informa UK Limited

Communications to the Editor—Probability and Rates of Return: Some Critical

Comments

Source: Institute for Operations Research and the Management Sciences (INFORMS)

Comment on “An approach to risk and uncertainty in benefit‐cost analysis of water

resources projects” by Ambrose Goicoechea, Michael R. Krouse, and Lloyd G. Antle

Source: American Geophysical Union (AGU)

Joint Treatment of Imprecision and Randomness in the Appraisal of the Effectiveness

and Risk of Investment Projects

Source: Springer International Publishing

An Approximate Method for the Analysis of Uncertainty in Benefit‐Cost Ratios

Source: American Geophysical Union (AGU)

A Probabilistic Approach to Risk Analysis in Capital Investment Projects

Source: Informa UK Limited

A PROBLEM IN PROBABILITY DISTRIBUTION TECHNIQUES FOR CAPITAL BUDGETING

Source: Wiley

Capital-Budgeting Decisions Involving Combinations of Risky Investments

Source: Institute for Operations Research and the Management Sciences (INFORMS)

ON THE INADEQUACY OF A PROBABILISTIC INTERNAL RATE OF RETURN

Source: Wiley

The Variance of Present Worth of Cash Flows Under Uncertain Timing

Source: Informa UK Limited

 

Linking provided by  

Related research 

Recommended articles Cited by 

27

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs12205-015-0520-z&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.6084%252Fm9.figshare.6177089.v2&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F05695557808975209&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1287%252Fmnsc.13.7.598&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1029%252Fwr019i005p01331&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252F978-3-319-46592-0_2&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1029%252Fwr021i003p00267&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137917708965183&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1540-6261.1972.tb00994.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1287%252Fmnsc.13.2.b84&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1468-5957.1979.tb01086.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F00137917708902823&type=Scholix
https://scholexplorer.openaire.eu/
https://www.addtoany.com/share


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 3099067 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

