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Time Value of
Money

What is TVM? Why Does Money
Lose Value Over
Time?

Where TVM Is
Used?

Why TVM Matters for
Startups?

How TVM Improves Decision-Making
Encourages thinking beyond just amounts — consider timing
Helps prioritize projects with faster returns
Reduces risk by factoring in money’s changing value over time

TVM stands for Time Value
of Money
 It means money today is
worth more than the same
amount in the future
 Based on the idea that
money can earn returns
over time

Opportunity cost — money
today can be invested to
earn interest
Risk — there’s uncertainty
in receiving future
payments

Helps assess future profits
in today’s terms
Encourages faster revenue
generation and payment
cycles
 Aids in prioritizing short-
term vs. long-term
investments

  Evaluating business
investments
 Loan repayments and
funding offers
Customer contracts and
deferred payments
Calculating NPV and IRR
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WHY TVM MATTERS

FOR STARTUPS
Values Future Money Today
TVM helps startups calculate what future profits or
returns are worth in today’s terms — enabling more
realistic planning and valuation.

Improves Investment Timing
Knowing the value of money over time helps
founders decide when to invest, spend, or delay —
optimizing financial outcomes.

Maximizes Limited Capital

Accelerates Cash Flow Thinking
Encourages strategies like early payments, prepaid
models, and faster revenue cycles — boosting
liquidity and reducing risk.

Instills Financial Discipline Early
Understanding TVM helps startups make smarter
decisions from day one, setting the foundation for
sustainable and scalable growth.

Startups have limited funds. TVM ensures every
rupee is deployed where it creates the most value in
the shortest time.



Net Present
Value
What is NPV? Why is NPV Important?

How is NPV Used? How to Interpret
NPV?

Why NPV Matters for Growth?
Focus on projects that generate real returns

Optimize capital allocation

Build investor confidence with clear financial data

Difference between
present value of future
cash inflows and initial
investment
Measures if an investment
adds value today

Helps assess profitability of

projects

Guides startups to invest

limited resources wisely

Removes emotional bias

from decisions

 NPV > 0 → Investment
creates value
 NPV < 0 → Investment may
cause losses
NPV = 0 → Investment breaks
even (no gain or loss)

Evaluate new products,
marketing campaigns, or
expansions
Compare different
investment options
Support budgeting and
fundraising decisions
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WHY NPV MATTERS

FOR STARTUPS
Smart Capital Use
NPV helps startups invest limited funds in projects
that generate real value.

Data-Driven Decisions

Removes guesswork — every decision is backed by
measurable financial returns.

Project Prioritization

 Investor Confidence

Shows that your startup thinks long-term and
understands financial fundamentals.

Avoids Value Loss

Prevents spending on projects that look good but
don’t create real returns.

Compare multiple options and choose the most
profitable one.



Internal Rate of
Return (IRR)
What is IRR? Why IRR Matters?

Where IRR is Used? Interpreting IRR

Why Startups Need IRR?
Helps make smart investment decisions

Prioritizes projects with quick payback

Builds a strong case for investor presentations

 IRR is the rate at which
NPV becomes zero
 It shows the expected
percentage return from an
investment

 Helps compare multiple
projects or investments
Measures how quickly an
investment generates
returns
Useful for ranking
opportunities by efficiency

 IRR > cost of capital →

Accept the project

 IRR < cost of capital →

Reject the project

Higher IRR = faster and

better returns

Startup funding
evaluations
 Product development
choices
 Capital budgeting and
project selection
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WHY IRR MATTERS

FOR STARTUPS
Measures Investment Efficiency

IRR shows the expected annual return of a project,
helping startups understand how efficiently capital
is being used.

Helps Compare Multiple Projects
Startups often have limited resources — IRR lets you
rank projects by their return rates to prioritize the
best opportunities.

Guides Funding Decisions

Encourages Faster Returns

Higher IRR means quicker payback on investments,
which is crucial for startups needing fast cash flow
to sustain operations.

Supports Long-Term Growth Planning

By focusing on projects with strong IRRs, startups
build a portfolio of initiatives that fuel sustainable
and scalable growth.

Investors and founders use IRR to evaluate whether
a project meets or exceeds the required rate of
return, making fundraising more strategic.


