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ABSTRACT

The objective of this study is to analyze the financial cost and benefit of a wine
shop in Chiang Mai province. The sensitivity analysis was performed upon the assumed
changes in the cost and benefit of this project. The project period would be from 2004-2008
using 7.12% discount rate.

The result of this study indicated that the wine shop was feasibie to invest with
the Net Present Value (NPV) at 4,408,091 baht; the Internal Rate of Return (IRR) at 50.56 %
and Benefit-Cost Ratio (B/C ratio) at 1.12 with Payback period of 1 years 11 months 16
days.

The results of the sensitivity analysis under four scenarios are as follows:

In the first scenario, with fixed benefit and the discount rates 5% and 10%
increase in cost. The NPV would be 3,282,460 baht and 2,156,830 baht, the IRR would be
40.41 % and 29.78 %, the B/C ratio would be 1.08 and 1.05 and the payback period of 2
years 3 menths 15 days and 2 years 9 months 6 days, respectively. These positive results
suggest the project is feasible to invest. The maximum increase in cost that will make the

project not feasible is 19.58%.



In the second scenario, when the cost and the discount rate are assumed fixed
and the benefit decreases at 5% and 10%, the NPV would be 3,815,077 baht and 3,223,063
baht, the IRR would be 45.32% and 39.85%, the B/C ratic would be 1.10 and 1.09 and the
payback period would be 2 years 1 months 13 days and 2 years 3 months 19 days,
respectively. With these positive resuits, the project worths investing. The maximum
decrease in benefit that will make the project not feasible is 37.17%.

In the third scenario, with cost and the benefit being fixed, the discount rate
increasing at 10% and 12%, the NPV would be 3,839,001 and 3,483,427 baht, the IRR
would be 50.56% and 50.56%, the B/C ratio would be 1.11 and 1.10, respectively.
Therefore, the project is feasible fo invest. The maximum increase in discount rate that
renders the project not feasibie is 50.56%.

in the fourth scenario, when the cost increases 10%, the benefit decreases 10%,
and the discount rate is at 12%, the NPV would be 629,860 baht, the IRR would be 19.72 %,
the B/C ratio would be 1.02 and the payback period would be 3 years 4 months 3 days. The

project is also feasible to invest.



