





Essay
[Name of the Writer]
[Name of the Institution]

Running Head: Finance, Accounting and Banking 	


PA1
Introduction
FV of multiple cash flow
Evaluating the multiple cash flows future value elaborate that a business is doing more than one investment/payment and they want to evaluate the accumulated FV at a specific time period. Payments are having different amounts, transect at different point of time, earn different rates of interest but they will have specific future value at a specific period of time (Gan & Valdez 2017).
Once transactions are done the first step is to know about the FV of the cashflow. FV formula used to find the value of money at a specific point of time. 

It is a tedious process to calculate each cashflow of FV and then summing them together. Irregular cash flows which don't happen at a regular interval or earn various rates of interest have no other singular way to find their FV. Moreover, if cash flows occur at regular intervals, having the same interest rate and size, have easy ways to find FV. Three trait investments are called "annuities". FV of an annuity formula depends upon some characteristics, like if the payment happens at the beginning or end of each period (Brown, Kapteyn, Luttmer & Mitchell  2017).  To calculate FV of annuities there is a special module which is used to find it. It is easy to find multiple cash flow if it is a part of an annuity and the only way to find it is summing the future value of cash flows which are irregular at a different time (Hejazi, & Jackson, 2016).
PV of multiple cash flow
	Accumulation of every present value of cash flow is called PV of multiple cash flows. It is very similar to the logic of FV of multiple cash flows. Its equation is as follows;
[image: image]
The present value of an investment is the accumulation of the present values of all its payments. Every cash flow must be discounted at a specific point time period (Horneff, 2015). For example includes, if one loan starts at 2012 and other starts at 2014 we can't find the sum of PV of two loans if we need to find the PV we discount the second loan for further two years. If the cash flow is related to annuity it is marked as more simple. 
Cash has three traits to be an annuity which includes
1. Constant size of the payment
2. Payments happen at fixed intervals
3. Interest rate is constant
Example
If there are numerous annuities sometimes things get messy, and before the beginning of the payments, we are required to discount them to date.  To find annuities, suppose we have two sets of cash flows. The first cashflow is from 1-1-2014 to1-1-2016 and the second is from 1-1-2015 to 1-1-2017. We will evaluate the present value of all the cash flows as on 1-1-2013. The annuity equations are appropriate to evaluate the present value at the specific date of the annuity inception. It shows it is not sufficient to simply increase in the size of payments, rate of interest and number of time periods at the end of annuities between 1-1-2013. It is supposed that both annuities start on 1-1-201. In spite of,  the PV of the first annuity on 1-1-2014 will be evaluated first and the second will be evaluated on 1-1-2015 because they have begun at different point of time. 
[bookmark: _gjdgxs]	 Now we have two PV which are both in the future. Then we can discount this PV as they are the accumulated to 1-1-2013. Moreover, if cash flow does not satisfy the features of an annuity then there is no way to find the PV of multiple cash flows. It is the requirement of annuity that all the PV first discounted and then they must be summed up together (Steinorth & Mitchell, 2015).
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