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Formulas 

Present Flows to Future Moments Discount: Future Flows to Present Moments 

𝑎𝑜 ∗ (1 + 𝑟)𝑛 𝑎1

(1 + 𝑟)𝑛
 

Gross Present Value (GPV) Net Present Value (NPV) 

Use the discount formula (MV) Use the discount formula and add the first 
investment (Benefits) 

Perpetual Present Value (Ex.2) Present Value with a finite time (Ex.3) 
𝐶𝑎𝑠ℎ 𝑓𝑙𝑜𝑤

% 𝑟𝑒𝑡𝑢𝑟𝑛
 

𝐶𝑎𝑠ℎ 𝐹𝑙𝑜𝑤

% ∗ (1 − (
1

1 + %
)𝑛

 

Perpetual when Growth is known (Ex.4) Present Value with a finite time and growth 
𝐶𝑎𝑠ℎ 𝑓𝑙𝑜𝑤

% − 𝑔(%)
 𝐶𝑓 − 𝐶𝑓 ∗ (

1 + 𝑔
1 + %)𝑛

% − 𝑔
 

Certainty Equivalent (%)(Ex.6) Certainty Equivalent (€) (Ex.6) 

𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑉𝑎𝑙𝑢𝑒(%) + 𝑅𝑖𝑠𝑘 𝑃𝑟𝑒𝑚𝑖𝑢𝑚(%) 𝑎0 + 𝑃𝑟𝑒𝑠𝑒𝑛𝑡 𝑉𝑎𝑙𝑢𝑒 
Yield (%) Free space for more 

𝑎𝑓

𝑎0
      %return  

 

Basic Financial Operations 

1. Investment: Expected return rather risk 

2. Speculation: High risk, high return 

3. Hedging: Reduce risk through derivatives 

4. Arbitrage: Profit without risk, temporary inefficiency  

 

Indexes 

Time: Fixed, Chain base 

Stock General, Sectorial 

Construction: Short, Long (standard, total) 

  

Comisión Nacional del 

Mercado de Valores  

Sociedad Rectora 

(BMBV) (Companies) 
Sociedad de Bolsas 

(Investors)  

Securities  

Asset Classification 

 

 

 

 

 

Derivatives 

 

Financial Derivatives 

 

Stock Exchange 

 


