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What is IRR & how do you calculate it?

The IRR tells you the discount rate at which you need to discount cash flows in order for the net
present value (NPV) of the investment to be zero. In other words, it is the discount rate that makes
the present value of cash flows equal to the initial investment. To determine the IRR, you extract it
from this equation:.

What is IRR & how does it work?

IRR is a financial metric used to calculate the profitability of an investment. It represents the
annualized rate at which the net present value (NPV) of a series of cash flows becomes zero.

What is IRR in financial analysis?
IRR is used in financial analysis to calculate the rate of return that makes the net present value of

cash flows from an investment equal to zero. In the Discounted Cash Flow (DCF) modeling
analysis, the IRR is the discount rate at which the NPV of all cash flows is zero.
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