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Compounding is the method used in finding out 
the future value of the present investment. The 
future value can be computed by applying the 
compound interest formula which is as under:

• Where n = number of years
R = Rate of return on investment.



• Discounting is the process of converting the future 
amount into its Present Value. The current value of the 
given future value is known as Present Value. The 
discounting technique helps to ascertain the present 
value of future cash flows by applying a discount rate. 
The following formula is used to know the present value 
of a future sum:

• Where 1,2,3,…..n represents future years
FV = Cash flows generated in different years,
R = Discount Rate






