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CHOICE OF INVESTMENT & EVALUATION OF INVESTMENT 

is based on

Risk
Return
Safety
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INVESTMENT EVALUATION TECHNIQUES
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Concept of Risk

A person making an investment expects to get some returns from the 
investment in the future. 

However, as future is uncertain, the future expected returns too are 
uncertain. 

It is the uncertainty associated with the returns from an investment that 
introduces a risk into a project. 

The expected return is the uncertain future return that a firm expects to get 
from its project. 

The realized return, on the contrary, is the certain return that a firm has 
actually earned.
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Concept of Return

Return can be defined as the actual income from a project as well as
appreciation in the value of capital.

Thus there are two components in return—the basic component or the periodic
cash flows from the investment, either in the form of interest or dividends; and
the change in the price of the asset, commonly called as the capital gain or loss.
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THANK YOU
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